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Dear colleagues,  

 
It is my great honor and pleasure to welcome you to the Sixth 
International Congress, ICON BEST 2022, on the topic: 
“INNOVATIVE TRENDS IN INTERNATIONAL BUSINESS 
AND SUSTAINABLE MANAGEMENT”.  
The Congress is organized by the University of Tourism and 
Management in Skopje which constantly monitors the educational, 
scientific and economic trends in the developed economies around 
Europe and all over the world, the idea is to create and implement 
innovations that will bring us closer to the standards of the European 
Union. I am convinced that each of us will give an extremely high 
contribution to the exchange of information and its current scientific 
thoughts while sharing ideas about tourism, economy, education in 
the 21st century, managing intellectual capital as well as creating an 
entrepreneurial business environment. The best practices for 
improving the business climate in the region and wider will be 
presented at the Congress. At the same time, you will have the 
opportunity to establish business contacts with prominent leaders in 
the field of tourism and management.  
 
Thank you for participating in the Congress.  
 
Rector  
Prof. Dr. Sci. Ace Milenkovski 
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INTERNATIONAL CONGRESS FOR BUSINESS, ECONOMY, 
SPORT AND TOURISM, 2022 
_____________________________________________  

 
INNOVATIVE TRENDS IN INTERNATIONAL 
BUSINESS AND SUSTAINABLE MANAGEMENT  
 
About the congress   
 
International Congress for Business, Economy, Sport and Tourism - 
ICON BEST 2022 is an international congress regarding research in 
business, sport, economy and tourism organized by the University of 
Tourism and Management in Skopje.  The ICON BEST is 
traditionally organized since 2008. It first started as a Scientific 
Conference and from 2009 was organized as a Scientific Congress 
and as a biennial event.  This year we celebrate and organize the 8th 
Scientific Congress.  
So far, the scientific meeting comprised the following topics: 

  - Tourism (Socio Cultural Effects of Tourism,  
Cultural and Economic Effects of Events on Destination,  
Environmental Impacts of Tourism, Food Culture and Tourism,  
Tourism in Multimedia, Gastronomy as a tourism resource: 
profile of the culinary tourist, Safety and security in global 
tourism,  
Entrepreneurship in Tourism, Sustainable tourism and well-
being),   
- Marketing & Integrated Marketing Communications 
(Marketing (Product & Service, International Marketing, 
Marketing Logistics, Strategic marketing, Advertising, 
Integrated Marketing Communications, Strategies of Marketing 
Communication, Pricing Strategy, International Marketing 
Strategy and Sustainability, E-Business and Competitive 
Strategy, Branding, Marketing planning, Public relations, 
Strategic Marketing Management for Nonprofit Organizations),    
- HR Management & Leadership Skills and Competences 
(Recruiting and Hiring Trends, Aligning Corporate Culture with 
Business Strategy, Effective HR Business Strategies, Talent 
Management Strategies, Performance Management Innovation, 
HR Technology, HR Innovation, Employee Engagement, 
Aligning Corporate Culture with Business Strategy, 
Engagement & Culture),   
- Management & Entrepreneurship and New Technologies 
(Strategic management, Innovation management, Investment 
management, Information management systems, Total quality 
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management, Entrepreneurial entrepreneurship, Technological 
management, Social entrepreneurship, Entrepreneurial business, 
Business ethics, Globalization and business, Sustainable 
development, Competitive advantage, Information and 
communication technologies),   
- Economy & Finance (Sharing Economy, Microeconomics, 
Macroeconomics, Finance and Banking, Labor Economics, 
International Economics, International Finance, Public 
Economics, Public Administration and Management, E-
Business and Competitive Strategy),   
- Business education (Teaching practices, Learning 
environments, Finance education, and Quality Assurance 
Student performance, accounting education, Management 
education, Marketing education, Organizational behavior, 
curriculum development),  
- Politics and Legal aspects of Education (How Should 
Politics Influence Education Policy, Reflections on the Future of 
Global Higher Education, New Century Education System: 
Cultural, Political & Social Influences, Contemporary Issues in 
Law and Politics of Education, Managing the law in education: 
Strategies for education leaders and the organizations that 
support them, the changing political terrain: Trends affecting 
higher education, Conflict Resolution and World Education),   
- Open Topics Related to Business Education (Bridging the 
gap between education and business on global and local level, 
Digital media and business education, Innovation, 
entrepreneurship and education, Social responsibility and 
business strategy alignment, Learning by doing - reshaping the 
classroom).   

The main aim of the congress is to put emphasis on the importance 
of business, economy, sport and tourism as important factors for 
improvement of national economic development. This year the 
working title of the congress is “INNOVATIVE TRENDS IN 

INTERNATIONAL BUSINESS AND SUSTAINABLE MANAGEMENT”.  
During the congress we want to open discussions with academicians 
how to foster academic excellence and student achievement at both 
the graduate and undergraduate levels in the field of tourism, 
economy, entrepreneurship, human resources management and 
marketing management. With working title of this congress, we want 
to encourage scientists to provide solutions how students should be 
provided with a strong academic foundation with access to various 
specialized knowledge bases and they are prepared to become 
productive, competent professionals, and responsible citizens in the 
diverse, dynamic global arena.  Having in mind that Universities 
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have mission for permanent implementation of quality improvement 
measures as a way to achieve high professional and academic 
standards, we believe that during congress, scientists will provide 
different approaches for measuring institutional effectiveness as well 
different tools and effective techniques for identifying where 
changes and improvements are necessary. In order to do these 
institutions, need to verify that their universities programs have taken 
into consideration the views and needs of future employers: public 
and private sector, or to achieve inclusion of the employers needs in 
defining the mission, action plan and curriculum content and to 
provide continuous adaptation of the program to new trends and 
hence to new requirements of the business and public sectors 
employers.   
Congress Organizer: University of Tourism and Management in 
Skopje  
Dates: 14th November 2022  
Congress Venue: UTMS building (The campus of the University of 
Tourism and Management in Skopje), Bul. Partizanski odredi 99, 
1000 Skopje  
Official Language: English   
Website: http://www. http://iconbest.utms.edu.mk 
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STRATEGIC DIRECTIONS FOR THE DEVELOPMENT OF 
RELIGIOUS TOURISM IN THE REPUBLIC OF NORTH 
MACEDONIA 
 

Mijalce Gjorgievski1 
Ace Milenkovski 
Dejan Nakovski 

 
Abstract 
Religious tourism in our country is only talked about in passing, but there is no 
concrete strategy and is not stimulated at all, although there are excellent sanctuaries, 
legends about creations of saints, educators, who spread religion and enlightenment 
in these areas. What our country needs is setting up a strategy for the development of 
religious tourism and constant monitoring of all activities and actions that аre 
undertaken and their coordination 
 Their utilization is only possible through their valorization, ie valuation and research, 
aimed at encouraging the development of new tourist destinations, preserving the 
cultural heritage, which left traces and evidence of spiritual wealth from the past, 
mainly through religious sanctuaries or objects, which today in the function of 
witnesses stand and tell such a story. Religious tourism, as a separate alternative form, 
initiates individual or group trips for religious reasons, but does not necessarily mean 
that it would be the main driving force for the journey. On the other hand, the 
numerous passers-by and peoples who sat on the territories of Macedonia have 
contributed to the development of a palette of religious shrines that have great 
potential for the development of religious tourism as part of alternative tourism. If 
points of interest are taken by religious tourism, the conditions and environments, 
strengths and weaknesses, as well as the conditions for additional complementing of 
spiritual riches should be checked. 
 
Key words: strategy, religious buildings, sanctuaries, cultural and 
spiritual heritage and history. 
 

JEL classification: L83; Z32; I15; O18 
 
 
 
 
 

 
1 Mijalce Gjorgievski, Ph.D., Professor; Ace Milenkovski, Ph.D., 
Professor; Dejan Nakovski, Ph.D., Associate Professor, University 
of Tourism and Management in Skopje, Republic of North 
Macedonia. 
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INTRODUCTION 
 
Religious tourism, sometimes called spiritual tourism, has gained a 
huge role around the world. Because of its initial component, 
pilgrimage, it is often considered the oldest form of tourism dating 
back thousands of years. Journeys to ancient holy places did not 
always have a logically supported explanation, but they had the same 
human motivation: faith. This faith, sometimes extreme, was the 
basis for shaping religions. The diversity and complexity of religions 
can be justified through human typology, the environment in which 
their followers live, culture and last but not least, the stage of 
development of society. The world is an interesting religious mosaic: 
it can be interesting for both religious tourists and curious travelers. 

In medieval Europe, the church acted as a disincentive to all kinds 
of population movements, because it wanted to bind people close to 
it so that it could more easily and strongly influence their lives and 
keep them under control. That's why the church encouraged only 
religious movements and helped in the realization of the pilgrimage, 
and the Catholic church has a particularly rich history of pilgrimages. 
During the renaissance age, interest in this type of travel significantly 
decreased, so that in the 20th century, it revived again. 

Tourist movements motivated by religious reasons have been 
taking a more massive form in the last few decades, with the fact that 
we can easily plan tourist routes, regardless of the time intervals, 
where our goal is, even if it is on another continent. Today this type 
of tourism is undoubtedly the most developed type of alternative 
form, which brings movements to the holy places: Vatican, Santiago 
de Compostela, Mecca, Medina, Fatima, Athos, Meteora, Golgotha, 
Jerusalem, Nazareth, Lourdes... including a huge mass of people as 
well as putting into operation all types of means of transport followed 
by service activities. 

As we have already mentioned according to the World Tourism 
Organization, about 300 to 330 million believers travel to visit their 
worshiped religious sites around the world every year, and in 
addition we would mention a few numbers that would define and 
explain the meaning of the above holy places. The number of people 
who come to see the Vatican Museum has exceeded five million 
annually since 2011, and the same number is around 20,000 visitors 
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per day; In 2010, Santiago de Compostela broke the record of over 1 
million tourists in just one night, and in 2017, the figure was 2.6 
million tourists; Mecca manages to receive more than three million 
worshipers annually during the Hajj (pilgrimage) and about two 
million during Ramadan to perform the Umrah; The Sanctuary of 
Fatima, in Portugal, is visited annually by about 4 million tourists; 
while Lourdes in France is visited by about 5 million tourists a year; 
Athos, due to its distinctive laws, allows a daily visit of only 100 
Orthodox and only 10 visitors from other religions; Meteora in 2016 
reached a figure of 3 million tourists in the same year; Jerusalem is 
one of the most visited cities in the world with a visit of 3.5 million 
tourists per year. 

 
DISCUSION 
 
Religious tourism in the entire territory of the Republic of North 
Macedonia is in an underdeveloped phase, and in order to rise to a 
more visible level in the future, professional bodies such as different 
agencies, organizations should be formed that will manage and 
develop the complexes according to a precisely developed strategy 
and program, such as and application of all new strategies, criteria 
and measures. The professional body should ensure the inventory, 
categorization, standardization and valuation of the objects, to note 
and mark the exact number of the counting capacities in the religious 
objects. 

The management should determine the ownership of the facilities 
(state or private person) and advocate for the state to take care of 
them. The management would depend on direct funding and on the 
revenues that the monastery facilities would achieve through: 

• Tickets; 
• Concessions for opening various shops for souvenirs, food, etc.; 
• Rentals of a large number of locations that can be leased for 

certain activities that will be related to some tourist needs 
(accommodation, food, events; 

Religious tourism in our country is only talked about in passing, 
but there is no concrete strategy and it is not stimulated at all, 
although there are excellent sanctuaries, legends about the creations 
of saints, educators, dervishes who spread religion and 
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enlightenment in these areas. What our country needs is setting up a 
strategy for the development of religious tourism and constant 
monitoring of all activities and actions that are undertaken and their 
coordination. 

Potentials for the development of religious tourism: 
• A large number of monasteries, churches and mosques; 
• Lodgings that are part of the monasteries; 
• Favorable geographical position, that is, almost all of the 

famous religious buildings in our territory are located next to main 
highways and regional roads, with easy accessibility even though 
they are built on the slopes of the high mountains of our country; 

• Great interest from our neighbors (Serbia, Greece, Bulgaria 
(visiting churches), Turkey (visiting Ottoman buildings)); 

• The reconstruction of Vodoca, Veljusa, Zrze, St. Joakom 
Osogovski, St. Joakim Bigorski, have already shown positive effects; 

• The biggest prerequisite for the development of religious 
tourism is due to the increase in the world's needs of tourists in the 
tourist market; 

• Great landscape value; 
• Use of untouched nature; 
• Cultivation of eco products and production of organic food in 

the monastery complexes themselves; 
• Knowledge of several languages of priests, monks and sisters, 

knowledge of technological development (use of computer and 
internet); 

• The combination of a cave and a church is really unusual and 
unusual both for speleologists, who study caves, and for 
archaeologists, who study all the traces left by the human hand. They 
represent an unusual challenge especially for art historians, but also 
for all those who respect ancient cultures. 

Disadvantages: 
• Although a large number of religious buildings are connected 

by roads, the connection itself is unfavorable, that is, there are at least 
2-5 km that are not connected by an asphalt road; 

• In spite of certain monastery lodgings in larger monasteries, 
they are still in insufficient number or are not adapted for tourist 
needs, that is, they are intended only for the needs of monastic life; 
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• Lack of an accurate number of accommodation facilities, that 
is, there is no data on the exact number of monastery lodgings; 

• Lack of the number of tourists visiting religious buildings; 
• Insufficient explanation to tourists about the artistic significance 

of fresco painting and iconostasis; 
• Insufficient openness of facilities for accepting tourists; 
• Lack of experts and material opportunities; 
• Non-seriousness from the institutions in terms of hygiene and 

maintenance of the environment and the natural environment; 
• Weak promotion and advertising outside the country's borders; 
• Lack of specific organized conversations with travel agencies. 
In order to successfully start the functioning and inclusion of 

religious facilities in tourist purposes, it is necessary to: 
• To build or complete the traffic infrastructure first; 
• Reconstruction and arrangement of the facilities themselves; 
• Introduction of one standard price for a night's stay in the 

facilities in which it is possible to do so; 
• Promotion of foreign markets (especially countries similar to 

us: Serbia, Montenegro, Russia, Ukraine); 
• Organization of religious tourism programs; 
• Adaptation of monasteries, churches and oriental buildings to 

the demands of tourists; 
• Training of persons who will be able to accurately translate to 

tourists the history of the objects in the stories; 
• Arrangement of the environment and surroundings. 
• Extending the stay of tourists, during which various workshops 

would be organized for fresco painting, making icons, various mats, 
souvenirs, carvings, etc. 

• Traditional preparation of food and adherence to the custom of 
keeping silent while eating, where only one monk speaks, going to 
bed at 8 o'clock and getting up at sunrise, that is to experience at least 
for a short time the monastic life of asceticism . 

• Formation of separate guest houses and a sufficient number of 
fraternities and sororities that will engage around the tourists in the 
preparation of bed, food, etc. 

• Tickets that will be charged only to foreign tourists. 
In order to develop religious tourism in our country, it is 

necessary to work actively, to implement tourism projects for this 



TOURISM 
 

7 
 

type of tourism, and during the development and setting up of those 
projects, the following should be involved: the tourism sector, the 
Macedonian archdiocese, all experts who have a direct connection 
with knowledge of the cultural and historical significance of the 
objects, various architects who will determine the construction of 
certain objects, various excavators, iconographers, fresco painters 
who will help in determining the value of the works, joining various 
workshops for souvenirs, art organizations that in addition, they will 
organize art colonies, in those facilities where there is no such 
activity. 

The main problem for the small development of this type of 
tourism is the low cooperation of the institutions in the state with the 
Macedonian archdiocese, because even though they have 
cooperation, it is only superficial and never penetrates into the 
essence of the problems, where according to various statements of 
experts from in these areas there is disagreement, that is, a large part 
of the monasteries are not open to cooperation for the creation of 
tourist projects. 

Also, the government itself is not sufficiently engaged in terms 
of development and promotion of these facilities on foreign markets, 
in fact a large part of them are unknown even to the domestic 
population, i.e. only the local population knows about certain 
facilities and only this can help in showing the certain legends, myths 
and traditions about their origin. If a solid tourist offer were to be 
formed that would first cover the entire tourist region, such as in the 
Skopje region in addition to the religious buildings, to include a visit 
to all other features and values, a tourist offer would be obtained that 
would last for about 5 days, and the same could be done with all other 
regions because each of them has its own specific value. 

In addition to the rest, the lack of the correct number of 
accommodation facilities in religious buildings where this can be 
possible is also a drawback, there are no accurate statistical data on 
their use, that is, in the state statistics office they are included in the 
data with prominent accommodation facilities, while attendance is 
almost impossible to determine. These objects are visited only during 
major religious holidays, when each monastery or church celebrates 
a certain holiday, that is, it dedicates its creation to a certain holiday, 
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saint, etc. When Macedonian believers visit the monasteries en 
masse, a large part of them use the monastic lodgings for one night. 

The facilities themselves could organize and create certain 
programs where the tourists themselves would be involved in the 
process of making the signs, producing food, growing different types 
of flowers in the lodges and beautiful flower landscapes in the 
monastery courtyards. In addition to the organization of multi-day 
arrangements, one-day trips, excursions especially for the domestic 
population in certain cities could be organized, i.e. offering 
opportunities for weekend vacations where only a motive is needed 
to visit these localities. Food, refreshments, and the attention of the 
clergy are provided, which are open to all believers who want to get 
to know this side of the cultural activity, that is, to experience their 
peace and tranquility and enjoy the magnificent possibilities of these 
religious facilities. . 

The very process of development of religious tourism should first 
of all know the specificity and complexity of the objects, all primary 
and secondary influences and which methods and principles would 
be used to most correctly realize and realize the development. 
Several stages should be covered such as: 

• Initiation; 
• Planning and development; 
• Production, i.e. the creation of a tourist product; 
• Monitoring and control. 
Although there are certain projects that initiate development, 

religious tourism, despite its potential and long history, develops 
spontaneously and there is a need for greater promotion. All of this 
would be achieved through data collection, recording and connection 
with facilities that offer services and are already engaged in some 
tourist activities, and further inclusion of all other buildings that have 
potential. 

The development of religious tourism in our country will have an 
impact on several target groups such as: 

• Religious buildings, with an increase in attendance. 
• Local people who live and work nearby provide local resources 

for visitors. 
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• Visitors or tourists (domestic and foreign) who will be better 
informed about the potential and possibilities for traveling and 
staying at the monasteries. 

• The public sector that encourages tourism development. 
• Tourism economy through the inclusion of monasteries in the 

basic and additional offer, only tourist management and the like. 
Marketing in tourism raises many questions. The sales, i.e. 

distribution network is largely conditioned by the relations between 
tour operators, travel agencies and the tourist offer of the receiving 
country. These are important relationships that drive or limit 
marketing success. However, the most important issue in marketing 
policy does not concern the consideration of the distribution network, 
but the image that the country and its tourism sector want to project. 

The country must create an active and realistic image that will 
differentiate the tourist destination from other destinations. The 
image of the country as a tourist destination should be realistic and 
promote sustainable development. However, the creation of that 
image should not be left only to the tourism sector, because then we 
cannot expect that the outcome will be successful. The development 
of tourism is a long-term process that requires long-term and 
continuous investments in infrastructure and other facilities. For 
these reasons, the government often limits itself to the economic 
effects that tourism can generate. 

As an unused advantage and a good example, we can point to the 
monastery of Saint Ilia Gorni, which is located at the foot of Skopje 
Montenegro, near the village of Banjani and the valley of the Banjska 
Reka. It is characteristic that this beautiful place was used in certain 
scenes of the movie "Before the Rain" - the work of the Macedonian 
director Milcho Manchevski, but very few people are familiar with 
that fact because it is not mentioned anywhere or advertised in the 
country. Many locations like this one have the potential to open a 
restaurant with parking spaces, or a souvenir shop, where they would 
sell souvenirs and decorations related to the movie. 

10 km from Prilep, in the embrace of the massive rocks below the 
peak of Zlatov vrv, there is one of the oldest churches "Assumption 
of the Blessed Virgin Mary", with beautiful nature and an amazing 
view of the entire Pelagonia, as well as a long history followed by 
interesting stories. Today, although investment is being made in the 
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reconstruction of the lodgings, the current abbot fears for the 
condition of the monastery, which is left to the mercy of the gods and 
certain parts are already beginning to be lost and it is necessary to 
take steps for their protection and restoration. The monastery has 
opened its doors to all visitors who, together with the father, can 
enjoy peace of mind, traditional food and the opportunity to get 
acquainted with the enormous wealth of frescoes and paintings. 

Every small, underdeveloped place abounds with its own beauties 
and values that have failed to reach the general public, such an 
example is Resen, where the 400-year-old Slivnica Monastery is 
located. There was a school in its premises, and there was also the 
largest library of the Greek bishop, which was burned because it was 
in Slavic. The discovery of the identical fresco of Saint Sisoe above 
the tomb of Alexander the Great is also interesting (there is another 
such fresco only in Meteori, Greece). Of course, the above facts 
allude to the fact that the monastery has great potential through a 
good marketing plan to be restored and to make it easier to visit 
through organized tours, a space for a break or a multi-day stay where 
tourists could leave more money. 

From a tourist point of view, the monasteries have potential, but 
they are not yet sufficiently utilized and have not been put to the 
function of tourism, and on average a certain part of the monasteries 
were unknown even to the resident population until recently, and in 
the framework of world development, it is necessary to pay a lot of 
attention of the manasirs who are beginning to gain international 
importance. Such monasteries are: St. Panteleimon in Gorno Nerezi 
and Markov Monastery, Pologsky Monastery, St. Gjorgi, Lešok 
Monastery, Monastery of St. Jovan Bigorski, St. Gjorgi in 
Kurbinovo, the Treskavec and Zrze monasteries, the Eljusa and 
Vodocha monasteries, the Lesnovski monastery as well as the 
monastery of St. Joakim Osogovski. Our country should generally 
base the development of religious tourism on the basis of the 
Orthodox countries that are in our vicinity, Serbia, Montenegro, 
Greece, Bulgaria, Russia and Ukraine. 

The famous sanctuaries in the country should be animated and 
the tourism agencies should be connected, the media should be 
involved and the important religious buildings should be talked about 
as much as possible. 
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Tourist infrastructure for the development of tourism in the 

broadest sense of the word is represented by the total built 
accommodation facilities (hotels, motels, lodgings, boarding houses, 
resorts, camps, etc.), catering facilities (restaurants, cafes, bars, 
kebab shops, etc.), roads and means of transport. All of them need to 
be built in a tourist destination so that it can function as such. In the 
narrower sense of the word, the term tourist infrastructure covers the 
infrastructure facilities that are necessary for the development of 
tourism in a destination. It has an important place in the tourist offer. 
The volume of tourist traffic depends on it. At the same time, it is a 
basic indicator of the degree of tourist development of the specific 
tourist destination. Because of its enormous importance in the 
development of tourism, every country pays great attention to its 
construction. 

A large part of the tourist infrastructure has not been built and is 
not being built exclusively for the needs of tourists. Accommodation 
and catering facilities, apart from tourists, are also intended for 
business people, for travelers whose motives for traveling are not 
touristic, as well as for the resident population. It is particularly 
characteristic of hotel and catering facilities in larger cities and 
business centers. In contrast to them, hotel and catering facilities in 
tourist destinations are intended to meet the needs of domestic and 
foreign tourists. 

Roads and means of transport are also not built exclusively for 
the needs of tourists, but have a general significance for the 
development of the economy and society. Exceptions are cable cars 
and ski lifts in winter sports centers. Traffic is an economic activity 
that includes the transportation of passengers, goods and news from 
one place to another and is one of the most important segments for 
the development of tourism. The Republic of North Macedonia, with 
its favorable geographical position, has always represented an area 
that many peoples and civilizations were interested in, passing 
through and settling there. This is probably why modern roads were 
built at that time, the most mentioned of which is the Via Egnatia 
road, which connected Rome with Constantinople, passing through 
our entire country. However, after the first and second world wars, 
the roads remained in a very bad condition, and thus to this day, even 
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though they have been renovated, most of the time only the long 
highways are in a good condition, and not the other roads that, for 
example, would take us to a tourist significant locality or attraction. 
Mainly, water and rail traffic have been reduced to minimal use due 
to poor infrastructure, while air traffic is on the rise even though of 
the two airports in the country, only 1 is in constant operation. 

From the above it can be concluded that the construction of the 
tourist infrastructure for the needs of tourism is connected with the 
development of the economy as a whole. At the same time, the fact 
that tourism and other economic activities must be developed in a 
complementary manner must be taken into account. The greater the 
differences in the level of development between the economy and 
tourism, the smaller the effects of that development. 
 
CONCLUSION 
 
The Republic of North Macedonia is a biblical country with a huge 
wealth of churches, monasteries, healing waters and miraculous 
icons. The number and variety of over 155 completely preserved 
monasteries and 90 that are in various stages of disappearance 
suggest us about the past of people whose history is filled with 
creation, art and spirituality. Late Antiquity and the transition to the 
Middle Ages ended with the disintegration of the Roman Empire into 
Eastern and Western. Territorially and temporally, this period left 
indelible traces on the archaeological and artistic landscape of the 
Republic of Macedonia, considering the fact that it has always been 
a crossroads between the cultural West and the mystical Orient. A 
place where the dualism of suffering and resurrection was always 
present. Starting from the Paleolithic, through other prehistoric 
cultures, the period from the time of the ancient Greeks, Romans, the 
entire Middle Ages and Byzantium, the Ottoman rule and up to 
today, numerous traces with a rich palette of icons and vivid fresco - 
painting in churches and monasteries from different periods. 
Macedonian monasteries are our richest cultural treasure, filled with 
a wealth of frescoes, icons, carvings, old books and manuscripts. 
They are representatives of the cultural heritage of all historical 
events, and they were also spiritual centers, sources and witnesses of 
Macedonian Orthodoxy. 
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However, when all the parameters are analyzed, we will finally 
come to the conclusion that religious tourism in the entire territory 
of the Republic of Macedonia is in an insufficiently developed phase, 
and in order to rise to a more visible level in the future, expert bodies 
should be formed, such as various agencies, organizations that they 
will manage and develop the complexes according to a precisely 
developed strategy and program, as well as the application of all new 
strategies, criteria and measures. The professional body should 
ensure the inventory, categorization, standardization and valuation of 
the objects, to note and mark the exact number of the counting 
capacities in the religious objects. Religious tourism in the Republic 
of Macedonia is only talked about in passing, but there is no concrete 
strategy and it is not stimulated at all, although there are excellent 
sanctuaries, legends about the creations of saints, educators, 
dervishes who spread religion and enlightenment in these areas. 
What our country needs is setting up a strategy for the development 
of religious tourism and constant monitoring of all activities and 
actions that are undertaken and their coordination. 

In order to develop religious tourism in our country, it is 
necessary to work actively, to implement tourism projects for this 
type of tourism, and during the development and setting up of those 
projects, the following should be involved: the tourism sector, the 
Macedonian archdiocese, all experts who have a direct connection 
with knowledge of the cultural and historical significance of the 
objects, various architects who will determine the construction of 
certain objects, various excavators, iconographers, fresco painters 
who will help in determining the value of the works, joining various 
workshops for souvenirs, art organizations that in addition, they will 
organize art colonies, in those facilities where there is no such 
activity. From a tourist point of view, the monasteries have potential, 
but they are not yet sufficiently utilized and have not been put to the 
function of tourism, and on average a certain part of the monasteries 
were unknown even to the resident population until recently, and in 
the framework of world development, it is necessary to pay a lot of 
attention of the manasirs who are beginning to gain international 
importance. 

For the development of tourism in the broadest sense of the word, 
a developed tourist infrastructure is needed, which is represented by 
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the total built accommodation facilities (hotels, motels, overnight 
stays, boarding houses, resorts, camps, etc.), catering facilities 
(restaurants, cafes, bars, kebab shops, etc.), traffic roads and means 
of transport. All of them need to be built in a tourist destination so 
that it can function as such. In the narrower sense of the word, the 
term tourist infrastructure covers the infrastructure facilities that are 
necessary for the development of tourism in a destination. It has an 
important place in the tourist offer. The volume of tourist traffic 
depends on it. At the same time, it is a basic indicator of the degree 
of tourist development of the specific tourist destination. Because of 
its enormous importance in the development of tourism, every 
country pays great attention to its construction. A large part of the 
tourist infrastructure has not been built and is not being built 
exclusively for the needs of tourists. Accommodation and catering 
facilities, apart from tourists, are also intended for business people, 
for travelers whose motives for traveling are not touristic, as well as 
for the resident population. It is particularly characteristic of hotel 
and catering facilities in larger cities and business centers. In contrast 
to them, hotel and catering facilities in tourist destinations are 
intended to meet the needs of domestic and foreign tourists. 

Traffic is an economic activity that includes the transportation of 
passengers, goods and news from one place to another and is one of 
the most important segments for the development of tourism. The 
Republic of North Macedonia, with its favorable geographical 
position, has always represented an area that many peoples and 
civilizations were interested in, passing through and settling there. 
This is probably why modern roads were built at that time, the most 
mentioned of which is the Via Egnatia road, which connected Rome 
with Constantinople, passing through our entire country. However, 
after the first and second world wars, the roads remained in a very 
bad condition, and thus to this day, even though they have been 
renovated, most of the time only the long highways are in a good 
condition, and not the other roads that, for example, would take us to 
a tourist significant locality or attraction. Mainly, water and rail 
traffic have been reduced to minimal use due to poor infrastructure, 
while air traffic is on the rise even though of the two airports in the 
country, only one is in constant operation. 
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At the end of all that has been stated as a final conclusion, it can 
be stated that the Republic of North Macedonia, in addition to having 
an extraordinary potential from religious heritage, religious tourism 
is still at a low level of development and lags far behind neighboring 
countries that have similar or approximately the same religious 
inheritance. All of this points to a lack of strategy and real promotion 
of religious tourism, which, if properly managed, can grow into a 
supporting pillar of tourism in our country. 
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WORLD TRENDS IN TOURISM 
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Abstract 
Tourism has a trend of constant development throughout history. Adverse events and 
the crisis did not affect the development of tourism. Movements in international tourist 
traffic from 1950, when 25 million foreign tourist arrivals and 2.1 billion dollars in 
revenue were realized, in 2017, with 1.326 billion foreign tourist arrivals and 1.340 
billion dollars in revenue (UNWTO 2018). Point to the conclusion that "travel and 
tourism represent an important economic activity in most countries in the world" 
(WTTC 2018). 
Long-term forecasts of the development of international tourism demand, assuming 
that the relevant variables affecting this growth will reflect similar tendencies from 
previous periods. Predict that this demand will continue to grow at an average annual 
rate of 3.3%, which should result in 1.8 billion foreign tourist arrivals by 2030 
(UNWTO 2017). Today, tourism has become an industry of entertainment, leisure and 
adventure. There are always new destinations, new arrangements, new types of travel, 
new forms of organization and new resources. New trends are emerging in the tourism 
market — both locally and globally. It is necessary to follow and adapt to new market 
trends, and the tourist offer adjustment must be individualized. 
The Internet, social networks, satellite navigation systems, mobile telephony, digital 
television, etc., make it easier for tourists to access information, make reservations, 
organize trips and stay. Tourists are increasingly critical and experienced in choosing 
travel destinations. Tourists take care of their health and have a strong environmental 
awareness. Due to global climate change and pollution, they behave environmentally 
and consciously. Tourists are looking for new or unique experiences. For tourists, 
design, authenticity, originality and less important functionality are more important. 
Taking care of her health becomes her concern. 
 
Keywords: tourism, long-term forecasts, tourist, tourist services 
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INTRODUCTION  
 
Tourism is one of the world's most critical drivers of economic 
development. In the last six decades, it has become one of the fastest-
growing industries in the world. Despite various economic, natural 
or other difficulties (natural disasters, political unrest, crises, 
terrorism), it has recorded almost continuous growth. Wars, 
economic crises, political crises, natural disasters and long-term 
disasters impacted tourism1, but tourism was constantly adapting, 
redirecting and developing. Tourism has a long tradition and is 
particularly important in European countries. Namely, it has been 
developing for more than two hundred years, and in its historical 
period, it has gone through several stages 2. In each of these phases, 
the needs and demands of inhabitants were different, and they 
followed the dynamics of the economic, political and cultural 
development of individual countries, which was also reflected in 
tourism.  

The aim of the work on the topic "Contemporary trends in 
tourism" is, based on the available foreign and domestic literature, as 
well as publicly published secondary data, to review and investigate 
in a quantitative and qualitative sense the contemporary trends of 
tourism on the world tourist market. Furthermore, the purpose of the 
work is to point out the importance of tourism in the development of 
the economy and its future development perspectives. 

Tourist arrivals worldwide increased shortly after the Second 
World War in 1950. The United Nations World Tourism 
Organization (UNWTO) 3 estimates that there were only 25 million 

 
1 During the First and Second World Wars, then the Gulf War, the economic recession 
of the eighties and the political crisis of the nineties in Southeast Europe were the most 
vital crises. 
2 According to Vuković, I. (Contemporary trends in tourism development in the 
European Union and implications for Croatia, p. 37) - the first development phase lasted 
from the beginning of the seventies of the 18th century to the sixties of the 20th century. 
The second phase lasted from the sixties until the end of the eighties of the 20th century. 
In that period, there was a significant development of tourism in Europe, and therefore 
this phase is called the phase of mass tourism. Finally, the third phase lasts from the 
nineties of the 20th century and is characterized by individual tourism. 
3 The United Nations World Tourism Organization (UNWTO) is an international 
organization and specialized agency of the United Nations.  
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tourist arrivals in the world in 1950, while 66 years later (in 2016), 
this number increased to 1.2 billion international arrivals per year 
(i.e. increased by 48 times). The World Trade Organization (WTO) 4 
has predicted that tourism will continue to grow at a rate of 4% on 
average per year and that in 2020 there will be 1.6 billion foreign 
tourist arrivals in the world, of which 717 million will be in Europe.  

International tourism will continue to grow sustainably in the 
next two decades, and in 2030 there could be 1.8 billion international 
tourist arrivals, according to the World Tourism Organization 
(UNWTO). However, regarding the continued growth of 
international tourism until 2030, the UNWTO points out that this 
growth will be more moderate than in the last few decades, at an 
annual average of 3.3 per cent. This means that, on average, 43 
million new foreign tourists will join the world tourist movement 
every year.  

New predictions were that the global number of tourists in the 
next three years (until 2022) could fall by 1.7 to 3 per cent. The 
constant growth of tourism in the world could not be permanently 
damaged either by economic or political crises and turmoil, as well 
as by natural disasters, dangerous infectious diseases, etc., which 
affected tourism, resulting in more minor oscillations in tourist 
movements and slowing down its growth dynamics. The Chornobyl 
disaster in the eighties of the 20th century (1986) as the first global 
threat to humanity shook the world, but tourism continued to grow 
even after that. The sequence of unpredictable events and disasters 

 
It is a leading international organization in the field of tourism that promotes tourism as 
a driver of economic growth, inclusive development and environmental sustainability. It 
serves as a global forum for tourism policy issues and a practical source of tourism 
knowledge. UNWTO generates knowledge about the tourism market, promotes a 
competitive and sustainable tourism policy, encourages education and training in the 
field of tourism and works to make tourism an efficient tool for development through 
technical assistance projects in over 100 countries around the world. UNWTO 
membership includes 156 countries, 6 territories and over 500 associate members 
representing the private sector, educational institutions, tourism associations and local 
tourism authorities. The headquarters of the organization is located in Madrid. 
4 The World Trade Organization (WTO) was founded and officially began its work 
on January 1, 1995. The fundamental goal of the WTO is to achieve sustainable 
growth and development of economies, general well-being, a liberal trade 
environment, and contribution to achieving better cooperation in the conduct of 
world economic policy. 
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in the world, from then until today, has intensified, but nothing could 
stop and curb man's primordial need for travel. Tourism constantly 
adapts, changes, redirects to safer areas, and slows down throughout 
all historical periods and even today, but (as seen from Figure 1 in 
the paper appendix), it does not stop growing.  

The development of modern technology, scientific achievements, 
and information technology are just some of the innovations 
implemented in all sectors of national economies, including tourism. 
Due to the constant development of transport and technology, once-
distant destinations have become more accessible and closer. As a 
result, the World Trade Organization (WTO) 5 has predicted that 
tourism will continue to grow at a rate of 4% on average per year and 
that in 2020 there will be 1.6 billion foreign tourist arrivals in the 
world, of which 717 million will be in Europe. 

The tourism sector strives to offer a variety of high-quality tourist 
services, and great efforts are invested in the promotion of tourist 
destinations in order to attract as many tourists as possible, fill tourist 
capacities and maximize tourist profits. Therefore, the modern tourist 
offer includes rich tourist resources, which with their heterogeneity, 
offer tourists a service that will be attractive and meet all their 
expectations. Today, the trend of mass tourism is increasingly being 
abandoned, and emphasis is being placed on individual tourist needs 
that enable individuals to have a unique experience. 

Today's tourists have excellent knowledge about the destinations 
they travel to, they are better informed and educated, and 
computerization allows them to have a previous virtual experience 
of the destination they want to travel to. Interestingly, people's 
awareness of nature conservation is growing. Therefore many are 
informed in advance so that they do not become participants in 
tourism that damages the environment and natural heritage. Also, 
tourists have developed individual and specific preferences to which 
the tourist market must adapt. In addition, tourists have become more 
demanding and picky, which challenges destinations and tourism to 

 
5 The World Trade Organization (WTO) was founded and officially began its work on 
January 1, 1995. The fundamental goal of the WTO is to achieve sustainable growth 
and development of economies, general well-being, a liberal trade environment, and 
contribution to achieving better cooperation in the conduct of world economic policy. 



TOURISM 
 

22 
 

develop specific strategies to adapt to their interests, needs and 
wishes. 

 
1. SIGNIFICANCE, TRENDS AND PERSPECTIVES IN 
INTERNATIONAL TOURISM 
 
International tourism has consistently recorded a positive trend in 
previous years, with many tourist destinations worldwide recording 
and achieving excellent results, while some tourist areas have faced 
security incidents. Most tourist destinations recorded overall growth 
due to more robust tourist demand, increased connectivity, and 
affordable air transportation. 

The number of tourist arrivals from abroad is higher in Europe 
than anywhere else in the world. Tourists mainly visit Europe with 
greater purchasing power and older people who want top-quality 
service for their money. The European tourism sector offers them 
exactly that with its modern marketing strategies. European tourist 
entities offer high-quality services, following the tourist directives 
the European Union prescribes. New consumer trends, the 
competitiveness of European tourism, new technology and 
globalization - all attract tourists to visit European destinations. 
Tourists always return to Europe because it offers unforgettable 
tourist experiences and attractive products. Most of the countries 
gathered within the European Union represent 6, on a global scale, 
the leading receptive and even outgoing tourist markets. 

Europe's transport factors include multiple forms of transport and 
are highly developed.  

Many carriers are focused exclusively on tourist transportation 
services. Every day, transportation is improved so that passengers 
can reach their destinations as quickly and comfortably as possible. 
It also includes the appearance of low-cost airlines, which are very 
popular in tourist transportation, and developed at the end of the 20th 
century. Low-cost airlines are focused on regional airports, which 
had a positive impact on the development of smaller regions at the 

 
6 Receptive tourist areas - they receive more tourists than they give; Emitting 
tourist areas - they give more tourists than they receive, for example, Scandinavia 
and Germany as countries of high standards, less favorable climate. The receptive 
and emitting country is, for example, Italy. 
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national level. Accommodation facilities are characterized by many 
facilities, hotels, tourist resorts, private renters, hostels, camps, etc. 
Many of them are adapted to tourists of different payment capacities. 
Private accommodation renters are significantly on the rise. The 
competition in the intermediary sector is robust; that is, there is an 
increasing number of travel agencies and tour operators that offer a 
handful of services at various prices, most often available online, that 
is, available to a vast number of Internet users around the world. 
Europe is the leading region in the world regarding growth trends in 
the tourism market. European tourism trends are positive and have 
optimistic future projections - in Europe, a tourism growth rate of 4% 
is expected by 2020, which is one of the highest growth rates in the 
world. All this contributes to the tourism development of Europe to 
move in a positive future direction and to make maximum use of its 
tourism potential for progress and achievement of the 
competitiveness of the European tourism market.  

1980, 674 million in 2000 and 1,235 million in 2016, i.e. 
increased by 7% compared to the previous year and amount to a total 
of 1.323 million in 2017. In many developing countries, tourism is 
the main export category. At the end of 2012, for the first time in 
history, one billion international tourist arrivals were recorded in one 
year (those who travelled outside the country of residence)—after the 
global economic crisis in 2009 recorded the eighth consecutive year 
of above-average growth in international tourism. Historical 
overview of international tourist arrivals by region over 66 years, i.e. 
from 1950 to 2016; 

 
Figure 1: International tourist arrivals by world region in 
1950–2016. 
Source: United Nations World Tourism Organization, 2017. 
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According to UNWTO7 data (Tourism Highlights 2018 Edition), 
tourists travelled to their tourist destination primarily by air transport 
(55%), while the rest (45%) travelled by other transport, namely road 
(39%), railway (2%) or aqueous (4%). Thus, the trend of travelling 
by air traffic is observed, and the share of air traffic is expected to 
increase gradually. Travel for vacation, recreation and other forms of 
entertainment accounted for slightly more than half of all 
international tourist arrivals in 2016 (53% or 657 million). About 
13% of all international tourists reported travelling for business and 
professional purposes, and another 27% for other reasons, such as 
visiting friends and relatives, religious and pilgrimages, health 
reasons, etc. The purpose of the visit of the remaining 7% was not 
listed. 

In the comparison of tourist arrivals in 2015 and 2016, it can be 
seen that international tourist arrivals are higher by 51 million 
compared to 2015; that is, they represent an increase of 4.3%. The 
global pace of growth in 2016 was somewhat lower (compared to 
4.5% in 2015). According to the UNWTO estimate, the growth rate 
will be 3.8% by 2020. International tourist arrivals and tourism 
revenues in 2015 and 2016; 

 
7 The United Nations World Tourism Organization (UNWTO) is an international 
organization and specialized agency of the United Nations. It is a leading international 
organization in the field of tourism that promotes tourism as a driver of economic growth, 
inclusive development and environmental sustainability. It serves as a global forum for 
tourism policy issues and a practical source of tourism knowledge. UNWTO generates 
knowledge about the tourism market, promotes a competitive and sustainable tourism 
policy, encourages education and training in tourism, and works to make tourism an 
efficient tool for development through technical assistance projects in over 100 countries 
around the world. UNWTO membership includes 156 countries, six territories and over 
500 associate members representing the private sector, educational institutions, tourism 
associations and local tourism authorities. The headquarters of the organization is located 
in Madrid. 
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Figure 2. Tourist arrivals and income from tourism in 2015 and 2016 
worldwide                 
Source: United Nations World Tourism Organization, 2016/2017. 

 
According to UNWTO data (Tourism Highlights 2018 Edition), 

international tourism revenues worldwide increased from 2 billion 
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dollars in 1950 to 104 billion dollars in 1980, to 495 billion dollars 
in 2000 and 1,220 billion dollars in 2016. In 2017, they recorded an 
increase of 5% compared to the previous year, which amounted to 
1.340 billion dollars. 

Tourism is the main category of international trade services. In 
addition to revenues, international tourism also generated $216 
billion in exports through international passenger transportation 
services provided to non-residents in 2016, bringing the total value 
of tourism exports to an average of $1.4 trillion or $4 billion per day. 
The share of international tourism in the world export of goods and 
services is 7%. In the last five years, tourism has grown faster than 
world trade, and tourism is the most crucial export category in many 
developing countries. 

 
Figure 3. A brief overview of the importance of tourism in the world 
Source: World Tourism Organization, UNWTO Tourism Highlights 2018 

 
Tourism takes a share of 10% of the world's GDP, and one out of 

10 jobs is related to tourism. Furthermore, tourism achieves 1.5 
trillion dollars of exports, or 7% of total world exports, and makes 
up 30% of the share of export services. 

Tourism has managed to resist many unfavourable events that 
have happened in the world until today, so in support of this fact, 
below is a chronological overview of non-war external events in the 
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world with an impact on tourism (according to Zvjezdana Hendija, 
International tourism): 
 
Table 1. Chronological overview of non-war external events in the world with an 
impact on tourism 
1986.  Chornobyl disaster, nuclear power plant 

explosion 
 Ukraine

1991.  The war in the Persian Gulf marked the 
beginning of the nineties of the 20th century 

 
 

Persian Gulf

1997.  Bombing in the Egyptian resort of Luxor (58 
people killed) 

 Egypt

1998.  A recession followed, the Asian economic 
crisis that hit the economy of the so-called 
"Asian tigers", as they were called until then 

 Asia

1999.  Followed by political and economic unrest in 
the south-east of Europe, which escalated 
with the intervention of the NATO alliance in 
Kosovo 

 Southeast 
Europe

2001.  The outbreak of the infectious foot-and-
mouth disease in cattle and sheep in the 
United Kingdom 

 
 

United 
Kingdom 

11. September 
2001. 

An incredible and horrific terrorist attack on 
the USA 

 USA

October 2001. American response to aggression by 
attacking Afghanistan 

 Afghanistan 

summer 2002.  Major floods in Central Europe  Central Europe
October 2002.  Bomb attack on tourists on the Indonesian 

island of Bali 
(191 people killed, 300 wounded) 

 
 

Bali 

October 2002. Moscow hostage crisis  Russian 
Federation

March 2003 to 
date 

War and post-war crisis in Iraq  Iraq 

2003.  The emergence of atypical infectious 
pneumonia, the so-called stars in Asia and 
Canada 

 
 

Asia and 
Canada

March 2004. Bombing of a train in Madrid  Spain
January 2004. Bird flu epidemic in Asian countries  Asia
December  
2004. 

A catastrophic tidal wave in Southeast Asia 
(200,000 victims, including 2,000 tourists in 
Thailand) 

 
 

Asia

July 2005. Terrorist attack on the subway and a bus in 
London, United Kingdom 

 
 

United 
Kingdom

July 2005. Bombing in the Egyptian resort of Sharm-el-
Sheikh, Egypt 

 Egypt

September 
2005. 

Hurricane Katrina in the South of America 
(more than 1,800 dead and 700 missing 
persons) 

 
 

USA
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November  
2005. 

Suicide attack on three hotels in Amman  Jordan 

August 2006.  Re-escalation of the conflict between Israel 
and Palestine 

 Israel and 
Palestine

August 2006.  Bombing in the Turkish resort of Marmaris  Turkey
August 2007.  Fire on the Greek peninsula Peloponnese 

(63 people killed, thousands displaced) 
 
 

Greece

2008.  The culmination of the financial crisis and 
recession  
in the world 

 World

April 2009. H1N1 swine flu outbreak in Mexico   Mexico
2010.  Oil spill in the Gulf of Mexico  Gulf of Mexico
March 2010. Eruption of the Icelandic volcano that 

paralyzed air traffic Iceland 
 
 

Iceland, world 

2010./2011.  The economic crisis in Greece  Greece
March 2011. A terrible earthquake in Japan and the 

explosion of the Japan nuclear power plant 
 Japan 

January 2012.  The accident of the Costa Concordia cruise 
ship off the Italian coast (29 dead tourists). 

 
 

Italy

October 2012. Hurricane Sandy hit the USA, Canada, the 
Bahamas and the Caribbean (108 people 
died) 

 
 

USA, 
Caribbean

October 2013. New bloody clashes (political unrest) in 
Egypt (at least 50 dead)  

 Egypt

2013.  Escalation of the civil war in Syria   Syria
May to 
September 
2014. 

Unrest in Ukraine, causing tensions between 
the NATO alliance and the Russian 
Federation  

 
 

Ukraine 

August to 
October 2014 

The emergence of the infectious disease 
Ebola in Africa (in Guinea, the epidemic 
spread to Liberia, Sierra Leone, and Nigeria 
and continues to spread). 

 
 
 

Guinea, Africa

Source: Assoc. Ph.D. Zvjezdana Hendija, International Tourism - EFZG - Faculty of 
Economics, Zagreb 

In order to identify possible negative impacts on tourism, the 
UNWTO has systematized the types of crisis events8 that 
contemporary tourism faces9. 

 
8 UNWTO. (2011). Toolbox for Crisis Communications in Tourist, Checklists and 
Best Practices, Madrid, Spain 
9 1) Political and social events: terrorist attacks, wars, civil unrest and coups, criminal 
activities, robberies and kidnappings; 2) Natural disasters: earthquakes, volcanic 
eruptions, tsunamis and other geological processes, floods, fires, hurricanes, stormy 
winds and other extreme weather conditions; 3) Changes in the environment: oil spills 
in the seas and other forms of environmental pollution caused by negligent human 
activity; 4) Economic changes: financial/fiscal crisis, economic recessions, drastic 
exchange rate changes between world currencies; 5) Dangerous infectious diseases: 
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It should also be emphasized that the declaration of the COVID-
19 pandemic at the beginning of 2020 left its mark on countries' 
economies worldwide. Public health measures adopted to prevent the 
spread of the disease include quarantine, social distancing, 
movement and travel restrictions, and campaigns aimed at getting 
people to stay in their homes. However, the manner and intensity of 
their introduction and implementation affect various economic 
branches, of which tourism stands out as one of the most affected. 

A pandemic can be considered a negative exogenous shock 
whose effect spreads through the economic system, causing 
economic decline and recession. However, there is uncertainty 
regarding the duration and intensity of the shock. Because of this, 
estimates of future economic developments change daily concerning 
the number of infected and deceased in individual countries and the 
measures taken by the countries. Many countries have decided to 
restrict travel and trade due to the quarantine, which certainly causes 
a significant drop in consumption and a recession. 

The common feature of all the mentioned adverse events is that 
they are entirely unpredictable and sudden and arise under the 
influence of natural events and disasters (which cannot be acted 
upon) but also due to human activity (which could be prevented). 

The first consequence of war events in Ukraine on tourists and all 
other trips occurred on the first day of the war. Air traffic from and 
to Ukraine was disrupted and then completely suspended at the very 
beginning of the war. We can conclude that in the short-term future, 
Ukraine and Russia will not function as receptive but also as an 
emitting tourist markets. As far as Russia is concerned, due to the 
traffic blockade and the imposed sanctions, the travel of its citizens 
to the countries of the European Union will not be possible while 
these measures last. 

 
 
 
 

 
SARS, bird flu, swine flu and other modern infectious diseases, mad cow disease and 
other domestic animal diseases dangerous to human health, malaria, salmonella, 
cholera and other traditional infectious diseases; 6) Technological events: catastrophic 
traffic accidents with many human victims. 
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2. NEW TRENDS IN TOURISM 
 
Changing economic conditions, changing consumer behaviour and 
the increasing presence and development of new technologies will 
influence the emergence and development of new tourist markets. 
Also, it is predicted that the composition of the tourist population 
will change, i.e., the share of elderly people in tourist movements 
will be higher. It is predicted that by 2020, one in five Europeans will 
be over 65 years of age. This population has more free time and 
significant purchasing power, so an increase in travel to destinations 
close to home (close to home) and outside the primary season is 
anticipated, whereby comfort and safety of travel will be more sought 
after. In addition, awareness of preserving the environment will 
influence planning policy and tourism demand. Globalization, 
population ageing in Europe, individualization, and urbanization are 
examples of some general megatrends in contemporary society.  

An increasingly important place in market demand and 
motivation for travel is populated by intense pleasure, activity in 
nature, and an emphasized need for experiences, emotions, 
sensuality, recreation and health. The modern tourist wants to get 
acquainted with an environment that differs from his everyday living 
environment. Higher expectations of tourists are supported by 
advanced telecommunications and media, previous personal 
experience, higher education and knowledge. This affects the faster 
transmission of information and the ever-increasing power of "word 
of mouth" promotion and transmission of information. 

The innovative offer offers unusual experiences, surprises and 
incentives, which give the tourist an atmospheric or emotional 
additional benefit (ambience, experience, fun, adventure, and contact 
with other guests). Short and round trips are becoming increasingly 
popular due to the increase in living standards, thanks to which 
people have more and more money and less free time, which are the 
two essential prerequisites for inclusion in tourist flows. There is a 
growing demand for untouched, ecologically clean areas in response 
to the fast pace of the modern urban lifestyle. 

Personal safety is becoming one of the primary decision criteria, 
and there is a growing trend of taking care of one's health. The market 
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is increasingly divided into lifestyle, personal preferences, needs and 
life opportunities. 

Global megatrends in world tourism, i.e. in the whole world: 
1. There are more and more experienced and mature travellers. 
2. There are more and more older travellers. 
3. Competition between tourist destinations has increased. 
4. There is an increasing emphasis on the importance of quality of 

services importance. 
5. There is increased concern for the safety of travellers during 

travel and their stay in tourist destinations. 
6. New technologies are being introduced everywhere. 
 
2.1. TRENDS IN TOURISM OFFER AND DEMAND 
 
In modern times, tourism demand is affected by changes in the value 
system and lifestyle: 10 
- environmental awareness grows - more attention is paid to the 

need to protect the environment on vacation so that tourists show 
their willingness to finance the protection of more ecologically 
sensitive destinations (by introducing the so-called ecological 
tax) and by changing their travel destinations because they travel 
more to less developed tourist areas, such as inland, countryside, 
uninhabited islands, lighthouses and similar destinations; 

- price sensitivity is increasing - tourists are more sensitive to 
prices. They are looking for value for money, the so-called value 
for money, as a result of crisis and recession, i.e. reduction of 
purchasing power. Everyone spends more cautiously, 
companies, individuals, and even states. Economic uncertainty 
and the uncertainty of the working environment are present in 
everyday decision-making today; 

- IT technology is used more - apart from being experienced 
travellers, the Internet and mobile telephony enable them to 
collect information and organize travel and stay; the 
technological dependence of tourists (Internet, mobile 
telephony, etc.) is increasing; 

 
10 Hendija, Z. (2016). Međunarodni turizam, 3. prošireno izdanje, 
skripta. Zagreb: Ekonomski fakultet. 
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- personalization of services is required - travel is increasingly 
left to the individual's initiative and spontaneous decisions at the 
destination and when organizing the trip; 

- safety is required - safety is required from the organization of 
travel and stays due to many unpredictable events (crises and 
disasters) in the world. A sense of security when providing 
services, whether related to the trip itself or the work 
environment, will attract and retain customers. 

As a result of global socio-demographic changes in society, 
among which better education of  the population and ageing of the 
population in Western societies. Higher environmental awareness 
due to increasingly pronounced global climate changes, etc., should 
be singled out; the following changes have occurred in tourism 
demand:11 
- demand becomes more demanding, sophisticated, rational and 

selective 
- there are more and more mature and experienced travellers; 
- new segments of demand appear according to various 

characteristics (gender, age, shared interests, hobbies, 
motivation, financial status, etc.); 

- tourists and travellers begin to differentiate themselves more 
according to specific generational groups; 

- the number of tourist activities on vacation is increasing; 
- greater attention is paid to the safety of travel and stay at the 

destination; 
- more and more ecologically intact destinations are being 

selected, etc. 
In addition to the qualitative trends in the tourist offer, there are 

other trends in the tourist offer market: 12globalization, the 
strengthening of the process of horizontal and vertical integration 
between service providers, which leads to consolidation and the 
appearance of significant tourist concerns, the strengthening of the 
competitive struggle between tourist destinations and service 
providers due to the greater possibility of substitutability of 

 
11 Hendija, Z. (2016). International Tourism, 3rd Expanded Edition, script.: Faculty of 
Economics, Zagreb 
12 Čavlek and others. (2011). Tourism - economic foundations and organizational 
system. Zagreb: Školska knjiga 
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destinations and tourist products, and product standardization and the 
creation of so-called market brands also occur. Furthermore, 
branding, while in the case of organized travel, there is a growing 
interest in last-minute and first-minute travel, etc. 

 
2.2. MEGATRENDS IN INTERNATIONAL TOURISM 
 
In 1999, the experts of the World Tourism Organization in the 
strategic tourism development document Tourism 2020 Vision13  and 
in the document Global forecasts & Market Segments14 determined 
the following 12 qualitative megatrends15 in world tourism that 
appear in the tourist supply but also in the tourist demand: 
1. strengthens the double process of tourism offer: globalization (in 

business) and localization (in strengthening the identity of 
tourist destinations based on unique social and natural resources 
and artificially created attractions). The main principle of 
activity in tourism is: "think globally, act locally"; 

2. the development of tourism products based on entertainment, 
excitement and education is intensified; 

3. increasing attention is paid to the image of the destination; 
4. popular destinations are still fashionable, but there are also new 

ones that are distinctive due to some features; 
5. the sustainable development of tourism is encouraged; 
6. there is a growing conflict between the need for sustainable 

tourism development of tourist destinations and the mass 
character of tourist trips; 

 
13 UNWTO. (1999). Tourism 2020 Vision – A New Forecast from the 
World Tourism Organization, Madrid, page 42. 
14 UNWTO (2001). Tourism 2020 Vision – Global Forecasts and 
Profiles of Market Segments, Madrid, page 25–28. 
15 A megatrend means a general tendency or tendency of a large 

number of people. Megatrends in tourism denote more widespread, 
large, strong trends that differ from smaller, more general trends 
(Nordin, 2005: 86). 
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7. the improvement of transportation enables faster trips (passports 
are replaced by electronic reading of the pupil of the eye or 
finger, the use of so-called intelligent cards instead of cash 
intensifies, and the use of mobile technology facilitates travel 
and navigation during trips); 

8. Increasing attention is being paid to the Asia-Pacific region 
(everyone is "targeting" Asian guests in promotional activities); 

9. electronic and mobile technology is used more; this has a strong 
influence on the selection of destinations and distribution 
channels for tourist demand, but also in the creation of the tourist 
offer itself; 

10. there is a shrinking of the world in the eyes of tourists (all 
destinations are known thanks to the Internet and technological 
progress), and there is also an expansion of the offer not only on 
Earth but also with trips to the bottom of the ocean, to Antarctica 
and even into space); 

11. the polarization of tourist tastes is increasingly pronounced 
(refers to the increase in interest in the demand for comfort, but 
also for education and adventure, etc.); 

12. Internet use for independently organized trips is increasing ("by 
clicking" on the computer, tourists choose, organize and pay for 
their stay and travel organization - transport, accommodation 
and other services). 

According to research conducted by Randall Travel Marketing in 
2005 and Randall Travel Marketing in 2007, there are 12 observed 
megatrends in the American tourism market: 
1. the trend of "last-minute travel" continues 
2. technological dependence is growing 
3. security and comfort are sought 
4. due to the changed socio-demographic structure of the 

population and lifestyle (Americans are getting older, busier, 
with less and less free time) so the traditional understanding of 
vacation is changing 

5. trips outside the primary season are on the rise 
6. the "more to do + less time to do it" market segment is growing 

- the duration of tourist trips is shortening 
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7. the growth trend of cruises due to the condensed offer (rich 
content) and the simplicity of travel organization, especially for 
the "poor time" market segment 

8. Travel with pets is on the rise 
9. trips in superbly equipped motorhomes (RV, recreational 

vehicle) are on the rise because Americans like camping, 
10. a growing interest in visiting amusement parks 
11. geotourism - growing interest in destinations where nature is 

protected and where authentic services are proposed 
12. decreasing interest in congresses (due to video conferences) and 

the like. 
 
3. TOURISM OF THE FUTURE 
 
3.1.  TOURISM OF FAR DESTINATIONS 
 
The tourism of distant destinations is predominantly aimed at the 
young and middle-aged population who want to create a new 
experience, open completely new views on life and the world, and 
visit even the most distant destination. The showcase of the offer of 
travel agencies offers a trip through the desert and rainforest, a cruise 
on the Nile, cruises in the Mediterranean, Northern Europe, the 
Caribbean Islands and South America, a vacation in India, in the land 
of beautiful palaces and profound spirituality, all the way to Africa 
or the countries of the Far East. 
 
3.2.  ALTERNATIVE TOURISM   
 
Alternative  tourism  is  different  from  classic  mass  tourism.  The  
offer  is  adapted  to individuals and smaller groups and not to masses 
of tourists, focused on individual needs: developing "small systems"; 
smaller guesthouses, taverns and restaurants with an authentic and 
intimate atmosphere. Alternative tourism is tourism that respects the 
human standards of the environment, its harmony and ecological 
values. It offers a variety of offers characterized by a stay in an 
ecologically and aesthetically high-quality environment. An offer 
that allows you to experience and get to know the local culture and 
people takes care of the health, comfort and individual wishes and 
needs of visitors. It offers a mental experience of difference from 
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your own life, a new and pleasant social environment, relaxation, etc. 
Alternative tourism is a search for something different, an authentic 
and individual experience. 
 
3.3.  SPACE TOURISM 
 
This type of tourism is minimal, and it comes down to the Russian 
Space Agency,  which is the only one that has provided this 
possibility. However, all indicators predict this type of tourism will 
grow to a turnover worth several billion dollars annually until 2030. 
Space tourism is the future of tourism that will be professional and 
very well organized, where marketing, technology and tourism will 
be perfectly connected. Ten to a thousand people in the next 10-15 
years will be able to be passengers in orbit and sub-orbital flights 
around the moon and back, travelling to and from private space 
stations and creating a space experience. The target markets would 
be individual travellers and families, corporate customers 
(cooperative events, team building experiences), and celebrity 
clients (to gain experience and fame). 
 
3.3.1. SPACE HOTELS 
 
Most experts and corporations are announcing space hotels by 2020.  
The first space hotel will most likely be an additional module on the 
International Space Station with a room or two, which will be able to 
accommodate six people. Forecasts say that there will be such 
specialized interest. The first tourists in that “hotel” will be 
millionaires who can afford it, and the lucky ones will be chosen 
from among “ordinary” people. The question is how they will be 
chosen and according to what criteria. Some even predict a giant 
lottery in which a holiday on the ISS will be the main prize. One of 
the leading proponents of this lottery is astronaut Buzz Aldrin. Once 
it is seen exactly how tourists in space react, it will be easier to plan 
the further construction of space hotels. As things stand now, we can 
expect them very soon. 
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 3.4. MODERN ACCOMMODATION OFFER 
 
Today in the world, you can come across all kinds of offers, even 
those that our imagination could not even imagine. Thus, the ice hotel 
in Sweden will be your only chance to sleep in an igloo, that is, a 
hotel that will melt with the first rays of the sun. The exciting thing 
is that if you come two winters in a row, you will not sleep in the 
same bed or hotel because every spring, it melts and builds again in 
the winter, taking on a different appearance each time. If you rent a 
two-bed apartment looking through the ceiling, you will be able to 
enjoy watching the fascinating aurora borealis. In Germany, the 
Propeller Island City Lodge hotel was conceived as a "vision 
machine" and a "living work of art". There are rooms equipped with 
symbols, mirrors, clouds and colours. There are also gallery rooms 
with empty picture frames around the rotating bed that guests can fill 
in themselves. For fans of more morbid themes, a room with coffins 
in which to sleep, with the lid down or up, has been designed. In two 
years, the Burj al-Arab hotel, the world's first seven-star hotel in 
Dubai, will be joined by Hydropolis. This magnificent underwater 
empire represents a new era of hotels. Almost 20 meters below the 
surface of the water, there will be 220 apartments in the form of water 
bubbles. On the coast, there will be a runway of 30 km² and another 
hotel in the shape of a jellyfish, and they will all be connected by an 
underwater tunnel of 515 m. The hotel will offer a magnificent view 
of the underwater world, complete with special lighting, sounds and 
smells. 

Furthermore, for fans of the forest empire, Ariau Amazon Towers 
in Brazil will offer you an empire of 228 rooms and bridges at the 
height of 21 m, "skyscrapers" in the form of plates made of wood 
that protrude above the Brazilian rainforest. Without disturbing the 
ecosystem, you can observe flora and fauna of the largest forest in 
the world. Woodlyn Park in New Zealand offers us two exciting 
attractions: the "Hobbit" motel inspired by fairy-tale creatures from 
"The Lord of the Rings" is underground with round windows and 
fairy-tale furniture. If you find yourself in Woodlyn Park, you can 
also stay in one of two historical examples from 1950 - a renovated 
fighter plane from the Vietnam War converted into two suites or a 
passenger car with three rooms. 
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CONCLUSION 
 
Historically, tourism has developed almost without interruption, 
despite occasional shocks, showing its strength and resilience. 
Accelerated development and technological progress, and 
informatization of the economic system enabled intensive and 
accelerated development of the tourism sector and introduced 
changes in the structure of the tourist market and the concentration 
of the tourist offer. 

According to UNWTO data (Tourism Highlights 2018 Edition), 
international tourist arrivals at the global level increased from 25 
million in 1950 to 278 million in 1980, 674 million in 2000 and 1,235 
million in 2016, i.e. increased by 7% compared to the previous year 
and amount to a total of 1.323 million in 2017. In addition, tourism 
is the main export category in many developing countries. 

Tourism globalization imposed expansive growth and adaptation 
to demanding tourist conditions. As a result, the measure of today's 
tourism is no longer just the number of arrivals and overnight stays. 
However, tourists today expect much more from the quality of 
service, attractiveness and diversity of the tourist offer. Today, 
tourism has become an entire industry of rest, free time and the 
search for adventure. Its dynamics are such that new destinations, 
new arrangements, and new types of travel are constantly appearing, 
which requires different organizational forms and resources. 

Under the influence of global changes, new trends are constantly 
emerging in tourism, locally or globally. Naturally, it is impossible 
to cover all trends. However, it is vital to detect them and constantly 
study and observe them in order to be able to adapt as quickly as 
possible to the observed changes or those that are expected to appear 
in the tourist market. 

Internet, web, social networks, navigation satellite systems, so-
called GPS (so-called global positioning system), mobile telephony, 
digital television, etc., facilitate access to information, booking and 
organization of travel and stay. Tourists are becoming more and more 
critical and experienced when choosing destinations. Those service 
providers who manage to adapt to these new technologies will be 
successful, while the others will stagnate and not be competitive. The 
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Internet will enable an increase in independently organized trips, 
later booking, and more flexible travel organization. 

The adjustment of the tourist offer must be individualized and 
"tailored to man". It is not easy to classify consumers (tourists) into 
certain fixed target groups because, at one moment, they belong to 
one, and at another, to another target group. This will affect the 
increased demand for specialized products and the weakening 
interest in revisiting old destinations. In the future, tourists will visit 
a significantly greater number of different destinations, which 
represents a new challenge for destinations' marketing activities, 
which will become more and more complex. Tourists are looking for 
new experiences or exceptional experiences. Design, authenticity, 
originality, and added value are increasingly important, and 
functionality is less critical because tourist products can no longer be 
distinguished only by the quality of services. Caring for one's health 
is becoming an increasingly important preoccupation of the modern 
tourist who, to maintain psychophysical fitness, undergoes diets, 
exercise, healthy eating, beauty treatments, etc. 

Due to global climate changes and an increasingly pronounced 
awareness of environmental pollution, the consumer mentality will 
be increasingly environmentally responsible. Therefore, service 
providers who will behave in an environmentally sustainable manner 
could achieve certain competitive advantages in the market 
compared to others who will not behave in this way. 

Today, tourists are generally more demanding, picky and 
experienced. The global tourist trend is the specialization of hotels 
(wellness, all-inclusive, for singles, for tennis, for children, for 
naturists...), while classic hotels are increasingly a marginal 
phenomenon. It is unrealistic and unattainable to focus on the wishes 
of all market segments, which is still attempted in many Croatian 
tourist destinations. Following the legacy of the concept of Croatian 
mass tourism with extensive facilities and organizations, today, 
tourism is still often identified with the number of overnight stays. 
However, with the systematic development of various selective 
forms of tourism, Croatian tourism is well on its way to becoming 
one of the most critical economic development generators. 
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QUALITY MANAGEMENT IN THE HOTEL INDUSTRY - 
CASE STUDY HOTEL MANASTIR, BEROVO 

 
Dafinka Mucunska1 
Mijalce Gjorgievski 

 
Abstract 
Hospitality is one of the largest, fastest growing and most dynamic industry sectors. It 
includes many complementary businesses from different fields. This research aimed 
to examine the influence of the quality management of services and products in the 
hotel industry, on the continuous improvement of the overall quality, especially 
through the case study Hotel Manastir, Berovo. In order to understand the essence of 
quality management in the hospitality industry, the central idea discussed in this paper 
is: "Quality management in the hospitality-hotel industry, i.e. consistently providing 
the highest quality offer and service to customers, as the only way to progress" This 
thesis aims to highlight the basic attributes of quality management, focusing especially 
on the hotel sector, where it is one of the basic business activities, both for better 
service and products for consumers, and for gaining and maintaining a competitive 
advantage, but also for sustainable growth and business development. 
 
Keywords: tourism, hotel, quality management, offer and service 

 
JEL classification: Q26; L83  

 
INTRODUCTION 
 
When it comes to quality management in the hospitality industry, the 
only rule of progress is to consistently deliver the highest quality 
customer service. Maintaining quality of service helps gain a 
competitive edge over others in the industry. If we want to maintain 
consistently excellent service, the critical components of hospitality 
quality must be understood and all the staff properly trained in those 
principles. 

 
1 Dafinka Mucunska, Ph.D., student, Faculty of Tourism and 
Hospitality Ohrid; Mijalce Gjorgievski, Ph.D., Professor, 
University of Tourism and Management in Skopje, Republic of 
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Service quality is generally evaluated based on customer 
expectations. If a service meets and exceeds customer expectations, 
this is often considered top quality. In simple words, service quality 
is what the customer receives and is happy to pay for. 

In the hospitality business we are continuously trying to bridge 
the gap between the expected service and the service we provide to 
achieve service excellence. Various internal and external standards 
are often introduced for quality service and product, in order to reach 
and maintain the goal. 

Continuous improvements reflect the hospitality business' 
commitment to quality and best practices, while establishing us as a 
reliable and trusted brand. Most importantly, quality services are 
what keep customers coming back for repeat visits. 

In the hospitality industry, retaining existing customers and 
expanding business markets is of utmost importance. There is an 
ever-increasing focus on improving the customer experience through 
personalized services and much more, and this implies that customer 
relationship management is not so easy. 

This research is divided into two main parts, in the first part the 
concept of quality and quality management in the hotel industry is 
presented, with all the specifics of the hotel business and its main 
characteristics, and in the second part a complete overview of quality 
management in function of differentiating the hotel from the growing 
competition, i.e. we make a complete insight into the work of the 
research case Hotel Manstir, Berovo, we process in detail the manner 
of its functioning in the interest of understanding this paper, which 
we think will be useful for many who want to get closely acquainted 
with real quality management, plastically explained, especially from 
the practical point of view of its application in the real sector, in our 
Macedonian example of a successful hotel business. 
 
1. PRODUCT AND SERVICE QUALITY IN THE HOTEL INDUSTRY 
 
First of all, when we think about quality in hotel companies, we must 
always keep in mind that it must be the quality of the services and 
products that are offered, but from the point of view of how 
consumers perceive it, and not from the point of view of what the 
management and employees consider to be quality. It is of great 
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importance in the modern times, of running a business to understand 
that the quality of products and services in the hospitality industry is 
exactly what can give us a competitive advantage due to the existence 
of very strong competition. 
 
1.1. The key elements on which the quality of the hotel offer is 
based 
 
Medlik and Ingram (2002), point out the key elements on which the 
quality of the hotel offer is based, namely: "location, facilities, 
services, image and price." (Medlik and Ingram 2002, 14-15) 

The location can very often be decisive in determining the overall 
quality of the hotel offer, it actually indicates the place of creation 
and consumption of the hotel offer. By quality location we mean an 
attractive location with good traffic connections, but also a 
connection with public transport, as well as accessibility and 
surroundings with natural, cultural and other sights. 

Hotel facilities include infrastructural facilities and working 
environment. Hotel infrastructure actually includes buildings for 
accommodation, entertainment, food, additional halls and guest 
accommodation, technical-hygienic infrastructure, process 
equipment such as hardware and software for hotel business and 
various ancillary services, business support such as transportation, 
communication services and information system. The working 
environment includes rooms where employees live and work, such 
as kitchens, warehouses, offices, laundries, rooms and equipment for 
hotel housekeeping, etc. 

The service refers to many individual activities carried out by this 
business, from those related to the providing and offering of hotel 
products, to those that are an accomplished goal in themselves, but 
in general they all make up the hotel offer, and it is very important to 
point out that they are directly dependent on the human resources 
available to this business. 

The image, on the other hand, represents the overall image/idea 
of the public, users, guests... about the hotel business, that is, its offer, 
in fact its specific products and services. The image of a hotel also 
represents the way that hotel is presented to the guests, but much 
more the way that visitors, guests, the public imagine, experience and 
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present it to others. The positive or negative image entirely depends 
on the satisfaction of the guests, that is, on the relationship of 
compliance with their expectations and the satisfaction of those 
expectations with the hotel's products and services. 

The price of the hotel offer is a reflection of the value achieved 
by the hotel through its location, contents, service, image and the 
satisfaction of the visitors. 
 
1.2. Degrees of quality 
 
Kotler (2001), in turn, defined five levels of hotel product quality, 
where in his description "each higher level offers greater pleasures, 
but also provides greater value to the products for the consumer" 
(Kotler 2001, 431-432). The basic level is actually the basis of the 
offer that the consumer buys - accommodation and rest in the hotel. 
On the second level, is add the added value, apart from the 
established and now the offer will consist of a hotel room with a bed, 
bathroom, towels and bed linen. The third level should be 
characterized by features that the guest expects from the offer, that 
is, if we already mentioned rest in the first level, then the expected 
set of features will include a clean bed, towels, hot water in the 
bathroom, lighting and silence. At the fourth level, the hotel must 
create a richer offer, which fulfills the wishes of the above consumers 
and satisfies their expectations. The hotel may include plasma TV, 
wireless internet, fresh flowers, a pleasant relaxing atmosphere, but 
the problem with this level is the great competition, which often what 
is considered richer, very quickly surpasses it and makes it common 
and expected. At the fifth level, the offer has the potential of constant 
advancement and improvement so that it can exceed the expectations 
of the guests, cause them a pleasant surprise and inevitable 
satisfaction. 

Hotel services are mainly divided into basic ones such as 
accommodation, food and drink for which there is always a financial 
compensation, whether in the form of BB, HB, FB and use of 
restaurant services; and other hotel services with the idea of meeting 
the needs and wishes of the guests, and with the aim of their greater 
satisfaction, some of which are charged additionally, and some are 
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not, depending on the price for the basic services and/or the hotel's 
work policy. 
 
1.3. Quality characteristics 
 
The main problem in defining and measuring the quality of hotel 
services is in their nature, which is characterized by certain specifics 
such as: "intangibility, simultaneity of production and consumption 
of services, participation of guests in the service process, variety of 
services, transience of service, the relationship of trust between the 
hotel and the guest" (Hsu and Powers 2002, 31-32). 

Intangibility. Hoteliers are trying to create a comprehensive 
system of providing all services in the hotel, so that they can 
standardize and measure their quality. This is a very difficult 
challenge, because in addition to the services, this process also 
applies to the hotel employees who provide the services, so they also 
have to go through a process of standardization and measurement of 
the quality of the services they provide, which is really difficult is to 
measure staff friendliness, empathy and helpfulness, especially 
considering subjectivity. 

The simultaneous production and consumption of services. Hotel 
services cannot be produced and stored, and if they are not "sold" 
today, we will not have double the amount of rooms for sale/rent 
tomorrow... as expected in production organizations. 

Participation of guests in the service process. In many cases, the 
hotel guest is an integral part of the production and service process. 
Modern communication and information systems allow the guest to 
be actively involved in the creation of the service that he will use or 
is already using. Hoteliers must accept the participation of the guest, 
because in this way, he himself is a valuable source of valuable data 
and opinion, which are also important in the process of research, 
creation of the offer and development of the overall quality strategy 
in the hotel. 

Variety of services. The quality of the provided services can be 
defined as the subjective perception of the services by the hotel 
guests. The quality of the services is not determined according to the 
opinion of the hotel management, but according to what the users of 
the services, i.e. the guests, perceive and consume. Each provided 
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service is difficult to be the same for each guest, since the perception 
of each guest may be different, and the service, due to the factor 
provided by human resources, may vary both at one moment and 
over time. The service provided depends on the employee who 
provides it. The same person may provide the same service to guests 
differently, as well as provide the same service to the same guest 
differently over time. Standardization of services may have 
advantages in the short term, but in the long term, due to meeting the 
unique needs of an increasingly selective tourist demand, and also 
due to changing trends, tastes, different circumstances... it may cause 
additional difficulties.  

Transience of services. Due to their nature, the services provided 
in the hospitality industry are transitory, because they can become 
unattractive for no particular reason, or the guests quickly become 
uninterested in them, even though they were their favourite before... 
but there is also a natural tendency among most people tendency to 
constantly create new demands and needs, and hoteliers, in their 
desire to remain current in the market, must find ways to fulfil and 
satisfy these additional demands, all in order not to lose the interest 
and trust of the guests. 

The relationship of trust between the hotel and the guest. The goal 
of the hotelier is to build a relationship of trust and loyalty with the 
guest, with the help of the quality of the comprehensive production 
and service process. However, the delivery of just one low-quality 
service can cause a long-term loss of trust, which is extremely 
harmful to hotel companies. 
 
1.4. Satisfaction with the service 
 
The satisfaction or dissatisfaction of the guests is the result of their 
subjective assessment of the quality of the service, which results 
according to their expectations and the real characteristics of the 
service provided/received. Guests make their own assessment of the 
quality of the service based on its characteristics. These 
characteristics represent the criteria, which consumers of the service 
use to evaluate its quality. According to the SERVQUAL model 
(Parasuraman, Ziethaml and Berry 1988, 12), which evaluates 
service quality, we referred to those criteria and said that they are 
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defined based on five dimensions: tangibility, reliability, 
responsibility, safety and empathy. These dimensions of service 
quality are almost universal, but they certainly apply to hotel 
offerings as well. 

The hotel service considered from these aspects consists of a 
large number of material, immaterial, technical factors and skills, 
whose quality assessment is subject to objective, but also subjective 
assessment by the guest when using, experiencing and enjoying the 
services. Hotel services are the sum of the effects of what is offered, 
used, consumed and experienced in the domain of the hotel offer and 
what kind impression it leaves on the guest. The hotel service is a set 
of material goods that are consumed and acquired intangible effects 
of the environment, the atmosphere, the reflected knowledge and 
skills; this whole set experienced by the guests is with an aim to 
satisfy their needs and desires. All these quality characteristics, 
except tangibility and reliability, cannot be taken into account or 
measured in advance, because they are manifested only in the process 
of consumption of hotel services by each guest separately. So that 
only when the guest feels the safety, responsibility and empathy, 
provided, by the hotel, at the moment of receiving the service, he can 
evaluate it, experience it and characterize it. 
 
2. PRODUCT AND SERVICE QUALITY MANAGEMENT IN THE 
HOSPITALITY INDUSTRY 
 
Recently, the list of quality management systems and standards is 
growing, such as Total Quality Management (TQM), Business 
Process Reengineering (BPR), Business Excellence, Performance 
Excellence, Lean thinking, Six Sigma, Statistical process control, 
etc, etc" (Oakland 2014, 3). This list is constantly increasing and 
continuing, but basically more or less all these systems and standards 
are based on the same principles, consist of the same or similar 
elements, and mainly the same are included in the one that we chose 
it as the most suitable for consideration and application - Total 
Quality Management (TQM) 

The first step in the topic of quality management is researching, 
of the desired –potential customers, existing customers and the 
market. With the help of marketing tools, first of all, we have to do 
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research actually  collect data and analyze them, in which process the 
reviews from customers who have already consumed the services and 
products of the hotel are especially important. We can obtain this 
data from digital marketing channels, as well as from survey 
questionnaires filled out by customers and from direct 
communication between customers and employees and from 
observing customers themselves, so that as much information as 
possible can be collected, which after processing, will serve to 
improve and bring progress in the response and fulfillment of 
customer expectations and experiences. With the help of this 
information, the organization determines the wishes, requirements 
and needs of the customers, and together with the review and analysis 
of the market needs, the key characteristics that determine the 
suitability of the product or service for the desired customers are 
identified. With the help of the mentioned, the response to the 
customer’s expectations and the delivering of the better experiences 
will be performed. It is extremely important that the organization is 
in a constant very close relationship with potential and existing 
customers. "Excellent communication between customers and 
suppliers is the key to overall quality performance"(Oakland 2014, 
14). 

When we talk again about quality management, many people first 
think about whether things are done correctly, but in reality such a 
thing is completely wrong, because if we have included in a process 
people or technology, from whose work we expect to detect errors, 
then at the very beginning we have put ourselves in a position of 
wasting time, or failure... the initial question we should to think about 
is whether we have the capacity to implement / execute the processes 
correctly, and then with completed training and procured materials, 
i.e. possessing knowledge, skills and resources, our expectations 
should be - delivery of quality service and products, and customer 
satisfaction. 

Total quality management is actually setting up and managing the 
system of processes, in the chain of the whole organization. 
Processes are actually the transformation of what we include as an 
input contribution, to what emerges as an output product or service 
that will satisfy the needs and desires of customers. 
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"Right Supplier + Right Contribution = Original Product or 
Service + Satisfied Customer. 

right Suppliers + correct Inputs = correct Outputs + satisfied 
Customers (SIPOC)." (Oakland 2014, 13). 

Since the system of processes in the chain is set up, it should be 
monitored and controlled if the processes are carried out 
continuously correctly, due to the prevention of possible unwanted 
situations. 
 
3. QUALITY MANAGEMENT IN THE HOTEL INDUSTRY - CASE 
STUDY HOTEL MANASTIR, BEROVO 
  
Hotel MANASTIR, Berovo, has been building its successful 
Maleševo story since 2004, as a founder of traditional authentic 
tourism in Macedonia, with the principles of social enterprise and in 
the spirit of sustainable development. As a pioneer of Macedonian 
active tourism, the hotel built a specific offer including all the 
characteristics of the region, which, together with the extraordinary 
cordial service, made the guests' stay an unforgettable pleasure. 

All this together with the facts that according to the WHO, the 
place at 900m above sea level is ideal for human health and that due 
to the air with a very high percentage of oxygen in it, the place is an 
air bath, as well as the beautiful river Bregalnica and the nearby lake, 
making all together Hotel Manastir, first choice for frequent visits of 
many people on behalf of their health and enjoyment. 

The price of the offer of Hotel Manastir is a reflection of the value 
it achieves, individually for each of its visitors. According to the 
occupancy of the accommodation capacity and the return of the 
guests, as well as the powerful story transmitted as "word of mouth" 
among the public and some the other indicators in the same direction, 
unequivocally talk about the achieved satisfaction, among the 
visitors. 
 
3.1. Basic elements that contribute and are the bearers of quality 
 
Accommodation capacity: 6 studios, 6 standard rooms, 2 duplexes, 8 
superior rooms, 4 two-room apartments, 5 superior apartments, 1 
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apart-villa Restaurant: for 220 guests, from which one part can also 
be used as a hall for conference for 100 people 

Conference halls: one for 100 people, two for 50 people each 
Summer terraces for: 60 people and 80 people 
SPA with: finnish sauna, jacuzzi, steam bath, massages and 

physical therapy rooms 
Other facilities: outdoor small - relaxation pool, children's 

playground, tennis and volleyball courts, a large park with a coffee 
bar by the river and an outdoor parking areas. 

Average rating on booking.com: 9.2 
Average capacity utilization: 55% on an annual basis for the last 

5 years - ending 2019 (the last 3 years are atypical and crisis and is 
around 42%) 

Human resources: 30 people permanently employed, additional 
involvement of freelancers 

The hotel offer includes the following: 
- Accommodation: one-day and multi-day 
- Restaurant services - traditional specialties with an 

unforgettable taste, prepared from local eco foods, produced in the 
fields and farms of Maleševo and also collected from the forest which 
is rich with forest fruits, mushrooms, spices and herbs 

- Organized events: corporate - MICE services, team building, 
parties and celebrations, different business events, and also privet 
ones as weddings, baptisms, birthdays…    

- Spa offer: finish sauna, steam bath, jacuzzi, massages... 
- Organized activities: folklore performances from traditional 

musical instruments, folklore costume dances, carnival elements; 
guided tours: visiting traditional crafts workshops (weaver, 
blacksmith, tinsmith, cooper, miller, carver...), the museum and 
monasteries tour together with their workshops for mosaics, lokum, 
natural cosmetics; a meal at a mountain farm - agritourism; picnic, 
cocktails, team building activities, mountain biking and hiking tours 

- Rent a bike: 25 German Ghost mountain bikes 
 
3.2. Potential and existing customers and market 
 
The comparative analysis of electronic media, social networks, 
marketing and sales channels, interactive web pages, internet search 
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engines, etc. where the profile of the hotel is present and where 
visitors, guests, but also potential ones, can leave their comments – 
qualitative assessment or ranking assessment – quantitative 
assessment, of certain services or/and average rating of the entire 
experience, makes these media an excellent tool for quality 
management of hotel services. 

Quantitative ratings are usually from 1 to 5 or from 1 to 10, 
depending on the system of the different platforms. Some of these 
electronic media also offer personalized results for those who 
evaluate, i.e. their age group, type of visitors, business, couples, 
families..., country of origin, and even name and surname and 
personal photo of the one who evaluates. This kind of personalization 
is extremely important for the hotel management for the authenticity 
and relevance of the ratings and qualitative comments received and 
their analysis and consideration, i.e. taking actions according them, 
but also for the public itself, because considering that information, 
they evaluate their value from a subjective point of view. 

The entire global hotel offer is on the Internet and is very easily 
comparable at the local, regional, national and international level, 
which is just an even greater incentive to improve the offer and work 
with even greater quality to gain a competitive advantage. The 
interactivity offered by electronic media is excellent not only for 
leaving a comment or rating from the guests, but also for a direct 
conversation through which we learn even more about their wishes, 
needs and experiences, for even better quality management. The 
transparency with which these channels stand out gives great 
certainty for potential visitors and for those who have already been 
guests, for the choice of the hotel and its offer, because the average 
rating or the repetition of positive comments speak of confirmation 
of quality from a relevant source on an objective basis, not from the 
hotel’s own PR eulogies. 
 
3.3. Аim of digital marketing in terms of quality management 
 
• Consolidation and even better positioning of the Hotel Manastir, 
Berovo, brand on the market 
• Increased number of visits 
• Extended number of days for stay 
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• Increased income 
• Increased profit 
 
3.3.1. Communication channels 
 
• Outbound marketing – the hotel reach people with business 
information: TV shows: reportages, various shows, interviews...; 
Domestic and international e-portals for sharing information, news, 
services (MIA, Focus, booking.com, youtube...): interviews, 
reportages, advertising space... 
• Inbound marketing – organic-free, people reach for the information 
about the business that the hotel offers: Marketing content, Website, 
Email marketing: own database of email addresses, Social media: 
FB, Instagram, LinkedIn...  The public image the hotel has is build 
up naturally, and people perceive the hotel as a real quality story that 
lives in everyday life. The number of the hotel natural (not paid, and 
without paid advertising) real "contacts-followers" on social 
networks is over 100,000, and many of them, share their impressions 
of the hotel offer and service with positive superlatives in their own 
comments, which are also in large numbers and together with their  
re-sharing the posts of the hotel on their profiles, are of exceptional 
importance in creating public opinion and future demand, because a 
large part of this people have already become the loyal customers of 
the hotel and "advocates" of the brand of the hotel. 
 
3.4. External mandatory standards 
 
In building the image and the brand of Hotel Manastir, standards that 
ensure quality were included from the very beginning. Some of them 
were mandatory for starting work in general, and some were imposed 
as such during the operation, such as the minimum technical 
conditions, protection and safety at work, environmental protection, 
hotel categorization, submission of kitchen norms, HACAP and 
personal data protection. These standards are regulated by law and 
the international ISO standards are also implemented in them. For 
some of these standards, reports are made by accredited companies 
and they are also controlled by the state inspection bodies and 
commissions, according to legal dynamics and obligations. 
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3.5. Internal standards 
 
As internal standards for the hotel operations, which the hotel made 
according to the international standards for hospitality, but also 
taking into consideration the local culture, are the hotel internal 
documents in the form of rules for the work of each sector and each 
position in the hotel. These rules describe the approach to the work 
and the used equipment, the appearance of the employees, the way 
of communication between employees and between employees and 
guests. The procedures are prescribed so far to give a clear structure, 
but not a strict limitation, because in the hospitality sector they work 
constantly with different people and the approach of the staff 
depends a lot on different characters of the guests, their culture, on 
their current emotional state, even on the weather conditions, living 
trends that change very dynamically and a number of other things. 
The hotel has regulations with work engagement procedures for the 
following sectors: reception, servers, bartenders, kitchen staff, 
laundry, hygienists, maintenance and management. The entire hotel 
complex is visibly marked with names, inscriptions for directions 
and different descriptions, as well as highlighted house rules, 
guidelines for behaviour in the hotel, SPA, working hours of certain 
parts, contacts of certain services, accompanying information 
messages and materials and much more. 
 
3.6. Energy, water and waste management as a part of the quality 
 
Efficient management of the energy, the water and the waste is a very 
complex process, which is largely dependent on knowledge, 
awareness and will, but also is often initially precondition as a large 
investment. The hotel general manager is generally not fully satisfied 
with the handling of the general world problem of energy efficiency, 
rational use of water and management of the waste the hotel create, 
because the knowledge the manager has, the built awareness, as well 
as the existing will and desire, cannot be fully realize in practice, 
firstly due to the complete lack of conditions in our country for 
efficiently dealing with mentioned conditions, and also due to the 
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large financial expenditure that would cause investment in them and 
which the hotel cannot afford. 
 
3.6.1. Energy 
 
In terms of energy consumption, the hotel can stand out with 
exceptional efficiency in terms of air conditioning and ventilation. 
Hotel Manastir is located in Berovo, which is a mountainous region, 
known for its usually lower than the average for our country, 
temperatures, especially in the summer period, so to this day the hotel 
persist and defy the world trends and function without air 
conditioners in accommodation units, which is something the hotel 
is proud of, because one of the biggest polluters and negative emitters 
on climate change of general warming of the Earth, are just them, the 
air conditioners. Also, in the accommodation units that occupy a 
large part of the entire hotel, the hotel has only natural ventilation, 
with the same goal, for the most efficient use of energy, because its 
production, if it is not from renewable sources, is a major global 
polluter. For water heating, the hotel use a dual system, that is, 
according to the capacity of the solar collectors the hotel has, but also 
to the local solar radiation, the water that is heated in this way is not 
sufficient for the needs of the hotel, so the hotel use also and standard 
heating with electricity. Some of the kitchen appliances run on 
natural gas, which also enters the domain of efficient energy 
management, but most of the devices are again a standard option - 
on electricity. Regarding the windows and doors, we can safely say 
that they seal perfectly, and that the thermal insulation is at a 
satisfactory level. For lighting, the hotel use extremely energy-
efficient lamps, which is also aimed at the most efficient use of 
energy. However, despite all the hotel efforts, a large part of the 
kitchen appliances, the appliances for maintaining hygiene, as well 
as those for maintaining the entire hotel complex, are powered by 
electricity, but the hotel focus is, the new ones they purchase то have 
the "eco" sign, which means technology designed for a reduced and 
controlled negative impact on the environment, and for the existing 
ones to be regularly serviced because only such are the least harmful 
in terms of their possible negative effect. For the guests, the hotel 
also has 25 bicycles available for use as a so-called soft form of 



TOURISM 
 

56 
 

transport - which does not cause any pollution, so at least on the spot 
after their arrival at the hotel, they can use them, instead their 
vehicles that emit additional pollution in the hotel environment. 
 
3.6.2. Water 
 
Regarding the rational use of water, the hotel is constantly taking 
measures, but again for the same reasons as those for optimizing the 
use of energy, i.e. financial expenses, the hotel cannot realize 
everything that the general manager would like, in order to be a fully 
eco company. The hotel provides drinking water as well as technical 
water entirely from its own borehole with their own purification 
station with electric pumps for water distribution. Тhe water from the 
borehole is primarily stored in a 30 m-3 reservoir, from which it is 
further distributed according to needs. Тhe waste water that the hotel 
generate is treated according to the principles stated in the 
environmental report, prepared according to the hotel specific needs. 
Mainly the most water is consumed in: the rooms - where as a 
measure the hotel has placed inscriptions that suggest eco-behavior 
both with the consumption of water directly, but also with the attitude 
towards towels and bedding, i.e. their frequent or delayed change and 
apropos the use of water and chemicals for their washing and 
maintenance. Regarding the central air cooling systems - which are 
also very big consumer of water, as we mentioned in the previous 
paragraph, the hotel is proud that they don't have them, which, in 
addition to their eco determination, they also owe to the mountain 
conditions, i.e. lower average summer temperatures that allow to the 
hotel, that. In the laundry room, the kitchen and the restaurant, some 
of the devices the hotel use have an "eco" label that ensures optimal 
use of water and chemicals, but a large consumer of water in the hotel 
complex are the green areas, the parks and flower maintenance, the 
small pool and the SPA facilities for which apart from quality 
treatment stations, which allow for less frequent water changes and 
the use of chemicals that are less invasive in nature, the hotel 
currently has no other solution. In essence, for all these consumers 
there is an  necessity for the use of water, and the hotel is very careful 
that all water consumers are working properly, as well as all 
installations and devices, i.e. there are no dripping taps, leaking 
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cisterns, pipes and valves that are punctured ... because in that case 
it is simply incredible how much water can wastefully flow out of 
them, for a long period of time, which would undoubtedly be a huge 
loss. 
 
3.6.3. Waste 
 
In terms of waste management, also as for the waste water 
management, the hotel deal according to the principles and 
guidelines in the Ecological report on environmental protection, 
prepared for the specific needs of the Hotel complex Manastir. The 
hotel deal with the management of the solid waste, the exhaust gases 
and also with the waste oil the hotel generates. An agreement has 
been concluded with the Public Enterprise for Communal Works, 
"Usluga", Berovo, for waste collection and maintenance of water 
supply and sewerage. In the process of the operation of the hotel, 
communal waste is generated, namely waste from administrative 
work and waste from food preparation, the hotel collect the mixed 
communal waste in its own waste bins and the same is taken over by 
the PECW " Usluga ", Berovo, and taken to the local landfill. Solid 
waste is selected, in order to reduce its quantity, which is further 
disposed of at a landfill, to avoid difficult to decompose substances. 
For the management of waste oil, the hotel has concluded an 
agreement with "Sunny Lens", a company for the processing of waste 
oil. The hotel collect the waste oil in own bins, and the company 
service comes and takes it from them. Let's also mention the 
emissions in the air that are created by the burning of wood and 
pellets in the fireplaces of the hotel, with the help of which the water 
in the steam boilers is heated, which is used for heating the hotel 
facilities, which do not exceed the prescribed norms within the 
allowed Macedonian framework for pollution. 
 
CONCLUSION 
 
In this theoretical-field research, the objects of investigation are 
captured in detail, that is, the continuous improvement of the quality 
of hotel services and products with the help of the management of 
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the quality of the complete offer in the hotel industry, through the 
case study Hotel Manastir, Berovo. 

The topics are elaborated both from a theoretical aspect and with 
particular reference to their practical application in the real sector, 
through a plastic example of the research case. 

Through the research and analysis, which are also exhaustive, it 
is concluded that effective quality management in the hotel business 
can lead to exceptional results in the creation of opportunities and 
their utilization for direct growth and development of the business. 

This research has shown that, in the current technological era and 
the level of quality awareness among people, quality management is 
essential in the hotel industry. 

In the 21st century, customer habits have changed and they use 
the internet for any information. Especially for information from the 
hotel sector, people start from casual awareness, to interest, then 
information and consultation, all the way to making a direct 
reservation. In general, both B2B and B2C communication is mostly, 
if not entirely, digital. Bookings are more and more direct to digital 
channels, and the hotel is aware of this and that is why the hotel 
implements different strategies to be able to meet own goals and 
satisfy the hotel customers. 

Regarding this, we analyzed how the internet and digital 
marketing evolved the way of working, increased the possibilities 
and gave a particular chance for growth and development in the 
hospitality industry. With the help of a lot of knowledge, but also a 
lot of dedicated time, constant vigilance and awareness, monitoring 
and analysis, which translated into finances is a big stake and 
investment, but on the other hand, without direct financial 
expenditure, such as paid advertising or engaging specialist, because 
the general manager is caring all this process, the hotel is achieving 
extraordinary results. The results are easy to be measured, because 
they are drawn from the existing software of the digital channels that 
are used, both quantitative through figures and numbers, and 
qualitative through expressed satisfaction, loyalty, "advocacy" from 
the customers themselves, but also through the analytics itself about 
hotel capacity utilization, revenue and profit.  

However, there is also room for improvement, i.e. weak points of 
the entire company should to be identified and analyzed, and there is 
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a need of the process which will conduct results about how much the 
complaints, the errors, the deviations, the defects or the non-fulfil of 
expectations of the customers despite they are very rare case, cost the 
hotel, at the matter of quality. After detailed analyzes and internal 
research, we realized that the lack of such a statistical approach to 
data processing, quality setting and information transfer prevents the 
hotel from achieving an even superior level of quality than the one 
the hotel already has. We must point out that the lack of modern 
technology in the form of modern software - a customer care system 
and other smart solutions, as well as modernizing the arrangement of 
the rooms, which are certainly in decent condition, but we believe 
that investments in these segments would have a significant positive 
impact, on the overall satisfaction of the guests to witness an even 
higher quality. At the moment the hotel is not able to realize the 
mentioned segments due to their high cost, which investment cannot 
be supported by business mathematics, the sales prices with which 
the hotel works and especially the economic crisis, which in this 
branch is exceptionally reflected, and due to the generally low 
standard of living in the country, which inevitably has an impact on 
the total quality that the hotel can achieve. 

A major problem for maintaining and managing the hotel total 
quality is the inconsistency of the workforce, which is constantly 
fluctuating, and also there is a serious lack of it, but this is very 
serious problem at the state level. Due to the very low living standard 
of citizens, the insufficient decentralized management of the state, 
the neglect from the investment and maintenance, from the point of 
view of life infrastructure, the few opportunities for a general quality 
of cultural and entertainment life, which all affect a lot the quality of 
life of the citizens of Berovo, all of this are their reasons for moving 
from the town and the state also. Over the years, Hotel Manastir 
managed to make Berovo recognizable as a tourist destination with 
a high-quality offer, on which of course there is a need to be worked 
in continuous, but this contributed to a certain extent to less evictions 
and to a better standard of local residents. The hotel is known by the 
motto "by choosing Hotel Manastir, you choose to support the local 
community", because the hotel operate with the principles of social 
entrepreneurship and in the spirit of sustainable development, so 
apart from the fact that the hotel only employ local people and that's 
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an average of 30 persons with permanent work engagement and an 
even greater number depending on the period and needs, in addition 
of them and their families and many more families live from the 
operation of the hotel, because all the products and goods that can be 
grown and produced locally, the hotel buy them locally, the hotel 
also support local artisans and monasteries and folklore societies, 
natural and cultural landmarks by including them, in the hotel 
permanent tourist offer of additional activities. The hotel guests and 
tourists, use services not only in the hotel facility, but also outside it, 
in the surrounding hospitality facilities, markets, shops, attractions... 
All of the above clearly indicates that Hotel Manastir not only cares 
about the quality of its own offer and service, but also greatly 
contributes to the local quality of life of the local community and to 
all those who come to enjoy the beauties of Berovo and Maleševija, 
both in terms of enjoyment, but also in terms of health. 

A serious segment of quality management is referring to energy, 
water and waste management. Apart from the positive practices 
presented in the above text, the thing that would lead to a real 
progress of the hotel, are changes for which hopefully the hotel will 
find a way to implement, in a very near future, so they can achieve 
full energy efficiency, and thus full protection of the environment. 
These changes will lead the hotel to become an "eco" company as a 
whole, namely: solar panels to cover the total needs for the hotel hot 
water, but also for the production of electricity, as well as volt-risers 
for lamps, heating of buildings with heat pumps, sensors for turning 
on and off the lights, changing all the existing devices with 
appliances with "eco" design and technology, i.e. replacing the 
energy inefficient with energy efficient consumers. The hotel 
commitment to efficient water management is most evident in 
keeping the system up and running and monitoring it regularly. In 
the rational use of water, more innovative solutions can help 
extremely much, and in fact, they were created for this purpose, but 
still at least in the near future the hotel will not be able to supply 
themselves with these solutions, because of their high prices. Those 
innovative solutions are: sensor faucets, faucets with an efficient 
water sprayer, dual-flush water tanks, shower faucets with a lower 
water flow and other things. Particular attention the hotel paid to the 
swimming pool as a large consumer of water, and to the fountain, 
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which of course works on a circular pump, and in the near future the 
greenery and flowers would be watered with a drop-by-drop system 
or some similar solution. In order for this entire system to function, 
it is necessary the hotel to has qualified and trained employees in the 
maintenance sector, but also to ensure their continuous education for 
the preservation of energy, water, and the protection of flora and 
fauna through minimizing the generation of waste and wastewater. 
All this will also lead to a reduction of current operational costs and 
expenses, thanks to the reduced, controlled, actually optimal use of 
energy and water. 

We hope that reading this research will be useful to many people, 
that its potentials are obvious, especially according to the concluding 
observations, that will encourage many to take advantage of the 
opportunities indicated in it and will arouse the interest of all those 
who need the gaining of concentrated material, plastically reasoned, 
especially from the practical point of view of its application in the 
real sector. 
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OPEN BALKAN INITIATIVE: PROSPECTS FOR TOURISM 
DEVELOPMENT 

  
 Biljana Petrevska1

 
Abstract 
The paper discusses the prospects of the Open Balkan initiative for the tourism 
development of North Macedonia. It presents an overview of this political initiative 
established to improve regional economic collaboration in the Western Balkans. In 
2022, North Macedonia, Serbia, and Albania signed a Memorandum of understanding 
on cooperation in the field of tourism in the Western Balkans to expand the tourism 
potential of a common tourism market. This study investigates the level of seasonality 
in terms of overnights of tourists from Serbia, and Albania between 2011-2019. Data 
for 2020 and 2021 are omitted due to COVID-19 pandemic break. By calculating 
standard indicators, the research revealed low seasonality and favorable precondition 
for creating sustainable regional tourism product based on cultural heritage, tradition, 
gastronomy, and other cultural similarities. The study further outlines the importance 
of establishing a single tourism market that will contribute to creating a new concept 
of integrated regional tourism.  
 
Keywords: Open Balkan initiative, regional development, tourism market, 
seasonality 

 
JEL classification: L83, Z32, Z38 

 
INTRODUCTION  
 
The Open Balkan is a political initiative (in 2019 originally labeled 
as “Mini-Schengen”) established in 2021 to improve regional 
economic integration and collaboration of the Western Balkan 
countries (Albania, Bosnia and Herzegovina, Kosovo, Montenegro, 
North Macedonia, and Serbia). The Initiative is seen as an essential 
element of the European perspective of the Western Balkans and an 
integral part of the Stabilisation and Association Process. So far, only 
North Macedonia, Albania and Serbia signed the arrangement, while 
the other countries still have open issues (Bosnia and Herzegovina 
expressed concerns over its compatibility with existing regional 
agreements, such as the Central European Free Trade Agreement, 
Montenegro disagreed since the countries had already lifted trade 
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barriers, and Kosovo declined to join because of Serbia's refusal to 
recognize its independence). So, North Macedonia, Albania and 
Serbia are now leading the Open Balkan initiative. In 2022, these 
partner countries signed several documents important for 
establishing, supporting and facilitating regional economic 
cooperation. 

Besides discussing the essentials of the Open Balkan initiative, 
the paper aims to investigate the level of seasonality for the 
international tourism demand of Albania and Serbia as incoming 
partner countries. Specifically, the study elaborates on the possibility 
of establishing a joint destination with zero seasonality. 

The paper is organized as follows. After the introduction, Section 
2 outlines the background material on the Open Balkan initiative 
regarding tourism cooperation. Section 3 describes the data and 
methodology. Section 4 presents the main analyses, findings, and 
discussion, and finally, the last section considers the conclusion 
remarks. 

   
1. BACKGROUND MATERIAL 
 
North Macedonia, Albania and Serbia, as the leaders in the Open 
Balkan initiative, have urged the issue of cooperation in the field of 
tourism, by signing several documents to expand and facilitate 
economic development and increase the tourism potential of the 
common tourism market. 

In June 2022, at the Ohrid Open Balkan summit, the partner 
countries signed a Memorandum of understanding on cooperation in 
the field of tourism in the Western Balkans to expand the tourism 
potential of a common tourism market based on cultural similarities. 
They agreed to undertake joint activities aimed at promoting the 
tourism potential of an Open Balkan tourism market. The contracting 
parties agreed to establish a Joint Working Group that will meet bi-
annually to exchange relevant information in tourism, like 
legislation, strategic plans and programs, tourism statistical data, 
joint promotion, sustainable development, exchange of experience, 
unification of border-crossing practices, and similar issues. 
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In July 2022, in Belgrade, a meeting on the operative level was 
held to initiate the creation of a joint digital tourism platform for the 
Open Balkan tourism supply. 

In September 2022, in Belgrade, the First International Fair on 
wine, food and tourism “Wine vision by Open Balkan” was held. The 
focus was the creation of a common market, making possible 
regional tourism performance and, in times of crisis, creating 
preconditions to provide food more easily. The joint statement was 
signed for the project “Wine roads of the Open Balkan” aiming to 
enhance tourism offer in the wine industry. The project “Open 
Balkan Summer Routes” was also announced. 

By signing such documents, the partner countries agree to 
support and foster collaboration between the association, agencies, 
organizations, and tourism-related institutions, to increase benefits 
for the local population of the region and create joint promotional 
campaigns for remote countries.  
 
2. DATA AND METHODOLOGY 
 
The research investigated the level of seasonality for tourists coming 
from Albania and Serbia as partner countries in the Open Balkan 
initiative. The basic variable is the overnights for the period 2011-
2019. Due to the shock and the profound structural breakdown of the 
COVID-19 pandemic, data for 2020 and 2021 are omitted from the 
calculations. Yet, to show the recovery and tourism remake for 
international tourism demand of Albania and Serbia, some partially 
tourism stylized data for 2022 are noted (Table 1). 
 
Table 1. Tourism flows for Albania, Serbia, and North Macedonia, 2011-
2019 

Year 

Albania Serbia North Macedonia 
To
uris
ts 

Shar
e 

(%) 

Over
night

s 

Shar
e 

(%) 

To
uris
ts 

Shar
e 

(%) 

Over
night

s 

Shar
e 

(%) 

Foreig
n 

tourists 

Foreign 
overnigh

ts 
2011 13,614 4.2 35,916 4.8 35,692 10.9 72,601 9.6 327,471 755,166 
2012 13,412 3.8 34,707 4.3 36,530 10.4 71,153 8.8 351,359 811,746 
2013 16,982 4.2 40,671 4.6 38,127 9.5 74,076 8.4 399,680 881,375 
2014 17,561 4.1 42,067 4.6 41,013 9.6 76,630 8.3 425,314 922,513 
2015 18,493 3.8 39,086 3.8 43,613 9.0 85,042 8.2 485,530 1,036,383 
2016 20,862 4.1 44,217 4.2 50,145 9.8 93,782 8.9 510,484 1,054,017 
2017 21,194 3.4 44,928 3.5 53,121 8.4 100,692 7.8 630,594 1,294,692 
2018 27,311 3.9 53,531 3.6 57,460 8.1 100,520 6.7 707,345 1,491,535 
2019 27,311 3.6 55,686 3.5 59,567 7.9 106,103 6.7 757,593 1,577,771 
2020 11,555 9.8 18,315 7.2 11,697 9.9 25,109 9.9 118,206 252,930 
2021 16,410 5.6 31,500 4.7 43,914 14.9 89,612 13.4 293,963 670,460 
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2022 11,597 4.2 20,426 3.5 37,123 13.5 74,713 12.8 274,517 585,436 
Aver
age 

2011
-

2019 

19,638 4 43,423 4 46,141 9 86,733 8 510,597 1,091,689 

Source: State Statistical Office (online data). 
Note: *Data for 2022M1:M7. 

 
By calculating various indicators, seasonality in tourism may be 

evaluated (Koenig-Lewis & Bischoff, 2005). According to the 
literature (Connell et al., 2015; Duro & Turrión-Prats, 2019; 
Fernández-Morales et al., 2016; Rossello & Sanso, 2017; Turrio´n-
Prats & Duro, 2017) and this study, seasonality is defined as the 
monthly concentration of demand. Calculations for the Gini index 
(G), Theil index, Seasonality Indicator (SI), and Coefficient of 
Variation (CV) are computed. 

Based on the Lorentz curve, the G index (Gini, 1912) is a 
commonly used indicator that examines inequality in specific series 
(Black et al., 2012; Fernández-Morales et al., 2016; Lim & McAleer, 
2008). In this context, several techniques for calculating G have been 
found (Xu, 2003). Higher G indicates greater difference, such as 
seasonality in tourism, while lower G indicates greater inequality. Its 
value goes from 0 to 1. Only when all 12 data are identical, and the 
distribution is uniform throughout the year can the G be zero. The 
maximum value of G, on the other hand, can only be reached if 11 of 
the data are 0 and only one of them (the month) is non-null. 

To compare inequalities in data sets, the Theil index (Theil, 1967) 
is computed using a logarithmic function on the fractures of the 
series. When it is concentrated in just one period, it can produce the 
maximum value of seasonally 1, and when the values are uniformly 
dispersed, it can provide a value that is near to zero. 

The SI quantifies trends in tourism seasonality that have been 
empirically observed. It is often calculated as the Seasonality Ratio's 
inverse (Wanhill, 1980; Yacoumis, 1980). Its range of values falls 
between 1/12 and 1, with a larger SI suggesting a lack of seasonality 
in tourism and a lower SI indicating the reverse. 

The CV indicator shows the seasonal variation in the number of 
visitors. It expresses each series' variance with respect to its yearly 
mean as a share of that average. This indicator is particularly helpful 
for comparing the dispersion of data sets with different averages and 
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standard deviations. Starting with zero, it may accept any number of 
values. The distribution is far more homogenous, and the average is 
lot more representative when the value is low. Although it is simple 
to compute, it may be challenging to appropriately understand the 
results (Lundtorp, 2001). 
 

Table 2. Summarized seasonality indicators for Albania and Serbia, 2011-
2019 

Year 
G Theil SI CV 

Albania Serbia Albania Serbia Albania Serbia 
Albani

a 
Serbia 

2011 0.2267 0.2381 0.0336 0.0365 0.4932 0.5346 44.8 45.7 

2012 0.2613 0.2139 0.0446 0.0289 0.4445 0.6220 51.8 39.0 

2013 0.1862 0.2528 0.0267 0.0409 0.4634 0.5564 41.1 47.4 

2014 0.1681 0.2306 0.0210 0.0333 0.5203 0.5488 35.8 42.5 

2015 0.1925 0.2077 0.0256 0.0273 0.4983 0.5880 39.6 39.3 

2016 0.1826 0.2235 0.0248 0.0312 0.4751 0.5728 39.7 41.6 

2017 0.1784 0.2020 0.0203 0.0260 0.5730 0.5784 34.1 37.6 

2018 0.1563 0.1759 0.0165 0.0201 0.5775 0.5935 31.0 33.9 

2019 0.1615 0.1960 0.0170 0.0249 0.5933 0.6503 31.4 36.2 

Averag
e 

0.1904 0.2156 0.0256 0.0299 0.5154 0.5827 38.8 40.4 

 
 
4. ANALYSIS AND DISCUSSION 
 
4.1. International tourism demand from Open Balkan countries 
 
As of Table 1, one may conclude that both, Albania and Serbia have 
modest contribution to the total international tourism demand of 
North Macedonia between 2011 and 2019 (an average of 4% of 
arrivals and overnight stays made by Albanian visitors, and 9% of 
arrivals and 8% of overnights by Serbian tourists), noting an upward 
trend during the sample period.  

Yet, this significantly changed during the COVID-19 pandemic. 
Being neighboring countries contributed to a substantial increase in 
2020, a pandemic year, when the share of Albanian overnights was 
7,2% (almost double the average of 2011-2019) and 9,9% of Serbian 
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overnight. As a post-COVID-19 year in 2021, North Macedonia was 
successful in rethinking tourism. When compared to 2019, the best 
tourism year prior to the COVID-19 pandemic, visitors from Albania 
and Serbia in particular, noted excellent results, with Albanian 
visitors accomplishing 60% in arrivals and 57% in overnight stays, 
and Serbian visitors accomplishing 74% in arrivals and an amazing 
84% in overnight stays. This highlights a significant rebound and an 
upward trend that positively continued through 2022. Namely, the 
percentage of Albanians in all foreign arrivals to North Macedonia 
from January to July 2022 (just seven months) is 71% and 65% in 
overnights, and the share of Serbians is 85% and 83%, respectively. 
When adding data for August and September as a high tourism 
season, it will practically mean that international tourism in North 
Macedonia is on a good way to recovery.  
 
4.2. Seasonality patterns of international tourism demand in 
North Macedonia from Open Balkan countries 
 
Summary estimates on the seasonality indicators for the demand for 
international tourism in terms of overnight stays by visitors from 
Albania and Serbia as the incoming countries are shown in Table 2.  

G values vary from 0.1563 to 0.12613, with an average value of 
0.1904 for the sample period, for Albania's tourism demand. Very 
similar are calculations for Serbia's G which range from 0.1759 to 
0.2528 (average of 0.2156). The calculations show that there are no 
significant intra-year monthly fluctuations in the number of 
overnight of international visitors. Since estimates for the G are far 
below the margin of 0.5, seasonality is extremely low, almost absent. 
The low value indicates that North Macedonia is unconcerned with 
the current distribution of international tourism demand from both 
partner countries, pointing to balance and equality.  

The second calculated metric was the Theil index which also 
measures inequality in the data series like the G, but it is much more 
sensitive. The estimates for Albanian and Serbian data are very much 
alike. For Albania, the Theil indexes range from 0.0165 to 0.0446 
(average of 0.0256) and for Serbia from 0.0201 to 0.0409 (average 
of 0.0299). Once again, both partner countries are found to have very 
low seasonality as incoming tourism markets. 
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SI calculated values for Albanian tourism demand ranged from 
0.4445 to 0.5933, with a mean of 0.5154, and for Serbian from 
0.5346 to 0.6503 (average of 0.5827). All estimates are above zero, 
pointing to very minor fluctuations within a year, thus indicating a 
fragile tourism concentration for both partner countries.  

The CV, which quantitatively assesses the stability of tourism 
demand distribution of Albania and Serbia, was the last calculated 
indicator. According to the calculations, the average for Albania is 
38.8% (between 31% to 51.8%) and 40.4% for Serbia (between 
33.9% to 47.4%), The numbers are higher than the threshold of 35-
40%, indicating a non-homogeneous distribution and implying that 
the average is no longer representative. 

One may draw the conclusion that North Macedonia's tourism 
development will not be much impacted by the high peaks in July 
and August when it comes to the demand for foreign travel from 
Open Balkan countries. This suggests that North Macedonia is seen 
as having the potential to be a year-round tourism destination rather 
than merely a summer vacation spot with favorable weather. Further 
on, this clearly supports the necessity of creating a unified market for 
tourism services across the whole Open Balkan region. As a result, 
it may contribute to sustainable tourism destinations in the line of 
creating a new concept of integrated, economic, social, and 
environmental regional tourism. Such an approach may promote the 
Open Balkan tourism market as a ‘four-season’ destination resilient 
to seasonality. 
 
CONCLUSION 
 
The research investigated the seasonality of the international tourism 
demand of Albania and Serbia, as partner countries in the Open 
Balkan initiative. This political initiative is a continuation of a 2019 
cooperation originally labeled as “Mini-Schengen”, which in 2022 
resulted in the signing of the Memorandum of understanding on 
cooperation in the field of tourism between North Macedonia, 
Albania, and Serbia.  

Monthly data on overnights of tourists from Albania and Serbia 
for the period 2011-2019 was used to calculate several standard 
seasonality indicators (Gini index, Theil index, Seasonality indicator, 
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and the Coefficient of variation). The study revealed extremely low 
seasonality, which means that North Macedonia is visited all year 
round by tourists from these two countries. This creates an extremely 
favorable precondition for creating a common tourism market that 
may offer new, innovative sustainable regional tourism product 
based on cultural heritage, tradition, gastronomy, handicrafts, and 
other cultural similarities. Economic collaboration of the three 
partner countries enables the creation of a mutual regional market of 
over 10 million inhabitants, with free movement of people and 
goods, facilitating economic development and promoting the tourism 
potential of a common tourism destination based on cultural 
similarities. 

In this line, more aggressive promotion of the Open Balkan 
tourism market may be addressed to the other Western Balkan 
countries (Bosnia and Herzegovina, Kosovo, Montenegro) with an 
urgent invitation to join and contribute to the Initiative. Despite the 
modest contribution of 4-9% of the total international tourism market 
of North Macedonia, Albania and Serbia are strong partners that 
support the economic development of the region, so further 
promotion efforts should be targeted toward these countries. Cultural 
and heritage-based products that are brand-new and imaginative are 
less weather-sensitive and may add value to the Open Balkan as a 
tourism destination contributing to product diversification. 

Finally, the research findings may assist tourism policymakers in 
the creation of a favorable planning process, attracting tourism 
investment projects, and developing joint development strategies and 
promotional campaigns. Encouraging the development of 
sustainable regional tourism may be based on new local and regional 
tour itineraries including a wide range of categories such as cultural, 
natural, sports, rural, adventure, and trade tours, benefiting not only 
from the tourism flows in the Balkans, but also beyond.  
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Abstract 
Tourism development is based on the fundamental principles and findings arising 
from the paradigm of sustainable development which implies mutual alignment of 
ecology and economic development in order to preserve natural resources for future 
generations. 
Tourism is an opportunity for participation of stakeholders who have common 
interests and interactions. Tourism in the Prespa region is an activity of special 
interest. Such an approach implies that the general integration effort in the creation 
of tourism development and organization of tourist areas within the region based on 
the approved spatial solutions in the areas that are directly related to tourism 
development. The baseline concept for tourism development and organization of 
tourist areas is the importance of natural and anthropogenic heritage. 
Tourism has an important role in the management and vitalization of natural 
resources. The position of the region opens up possibilities in terms of contactability 
transit and polyvalence. 
The tourism sector in the Prespa region is characterized with excellent opportunities 
to develop many and various tourist activities attractive for both domestic and foreign 
tourist. But to reach a satisfactory level of quality and standard requires large 
investments for modernization and capital investment in infrastructure. 
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INTRODUCTION 
 
The concept of tourism valorisation implies an assessment of all 
values and accordingly all possibilities for their inclusion in the 
development of tourism are considered (Jahić, 2016). 

The separate areas of the Prespa region, the villages of Dolno 
Dupeni, Ljubojno and Brajchino, have natural and anthropogenic 
values. Tourism valorisation is only the beginning of the process of 
placement of tourist values in a certain area on both, the domestic 
and foreign markets, through which the tourist consumption can only 
be measured. By identifying and valorising tourism potential, its 
value will be assessed and a complete picture of current and future 
tourism development will be obtained. 

The thesis investigates and analyses the natural and 
anthropogenic values in the Prespa area with special reference to the 
natural and anthropogenic values of the villages of Dolno Dupeni, 
Ljubojno and Brajchino. It shows the current state of tourism in the 
region, and aims to establish appropriate projection for tourism 
development. 

This part of Prespa is barely theoretically processed in terms of 
modern trends in tourism management. Although there is tourist 
attendance, however, its potentials are not sufficiently utilized.  

The main problem that this paper will deal with is the 
underutilization of natural and anthropogenic values for the 
development of tourism in certain areas of the Prespa region. 

Through the research, it should be proven that the villages of 
Dolno Dupeni, Ljubojno and Brajchino have complex natural and 
created values, then they can represent tourist potentials for the 
development of more alternative forms of tourism. The research has 
the task of proving that the mentioned villages have extremely high 
potential, as natural, agricultural-food, craftsmanship, and cultural-
historical monuments, and yet, they are difficult to transform and use 
as a tourist product through which to achieve overall development 
and economic benefit of the country. In fact, according to the 
National Development Plan, rural tourism is considered as one of the 
indicators of the degree of development of a certain area. Namely, 
the natural potentials for the development of tourism are explored in 
detail and exhaustively- the geological, climatic, hydrographic and 
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biogeographic, as well as the ethno-social anthropogenic values, as 
well as an analysis of the material anthropogenic factors, i.e. the 
accommodation capacities, tourist traffic, and visitor attendance, as 
well as the various forms of tourism for which there is an opportunity 
for development, such as mountain, lake, adventure, health, rural, 
monastery, recreational sports and eco-tourism. Projections and 
forecasts for tourism development are also given. 

The Prespa Valley is located in the south-western part of North 
Republic of Macedonia and occupies most of the territory of the 
municipality of Resen. The southern side of the valley is known as 
Lower Prespa and is composed of Little Prespa and Great Prespa. In 
the basin are located the villages: Dolno Dupeni, Nakolec, Brajchino, 
Ljubjno, Shtbovo, Krani, Slivnica, Pretor, Kurbinovo, Asamati, 
Rajca, Grnchari, and the city of Resen. 

The Prespa valley is part of the tourist complex of several spatial 
units and although there are previously mentioned disadvantages in 
relation to the distance from the main tourist flows that pass through 
the Balkan Peninsula, with its central position, it has a significant 
advantage in terms of tourism. The Prespa Valley, located on the 
territory of our southern neighbour, which abounds with many old 
and preserved cultural and historical monuments. The cultural level 
and cultural heritage represent notable factors of tourism 
development, while tourism on the other hand, allows cultural 
heritage to be affirmed, to emerge from anonymity and to be 
valorised (Marinovski,2000). 

Prespa’s villages have a number of advantages and also represent 
an opportunity for faster economic development as the territory is 
located on the border with member countries or candidates for 
membership of the European Union. The territory that Prespa covers 
has good congregational connections, especially the city of Resen 
with the surrounding villages, but also with the neighbouring cities 
of Bitola and Ohrid as significant centres and tourist destinations. It 
also represents a good opportunity for the development of the local 
economy and tourism in this area, especially with the announcement 
of the opening of the ‘Markova Noga’ border crossing. Rural tourism 
enables the creation of an alternative source of income in rural areas 
and contributes to the revival of lost folk art and handicrafts 
(Marinosk, Naume, Ivanka Nestoroska and  Cvetko Andreeski. 
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2021). Prespa is rich with great resources and natural treasures of 
which the following can be highlighted: 
     - Pelister and Galichica, as national parks, 
     - Lake Prespa, as natural monument, 
     - The island ‘Golem Grad’, 
     - ‘Ézerani’ as a nature park 
     - Cultural-historical heritage such as churches, monasteries, 
mosques, etc. 

     - Endemic biodiversity (endemic species of fish, pelican, foia, 
special forest reserves, etc.) 

     - A wealth of numerous traditional and unique dishes such as: 
quince, milkweed, jam, ashlam,    gjomleze, kukumishte- pie with 
spinach and cheese, dried peppers, etc. 

     - Traditional and specific architecture and villages as 
Brajchino, Ljubijno, Dolno Dupeni, Slivnica, Pretor and Stenje, 
which are very characteristic for its stone houses, ovens and wicker 
fences, where the development of rural, alternative and mountain 
tourism began. 

The richness and diversity of the natural and created values of 
this region provide a high potential for the development of different 
types of tourism (lake, mountain, religious, adventure, rural, etc.). 
For these reasons, tourism is an important factor for the overall 
economic development of the entire region, thus enabling the 
creation of a tourist destination competitive in the tourism market 
and meeting the demands and expectations of the modern tourist. To 
realize this need, all attention should be directed to the arrangement, 
protection and promotion of Prespa’s original attractiveness as an 
attractive tourist destination.  
 
1. TOURIST VALORISATION 
 
The methodology used during the valorization is especially 
important to get as much as possible objectivity in evaluating the 
resources (Milenkovski, Gjorgievski, and Nakovski, 2016). The 
main goal of the valorization method is to enable a quantitative 
assessment of the available resources and other elements of the 
touristic potential, according to all the foreseen criteria. However, 
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the problem lies in the fact that all potential elements and resources 
will not be equally suitable for quantification. 

On the basis of the results of the evaluation carried out, which 
enabled the ranking of the resources and identified potential 
elements, in a hierarchical order, before assessing their value, which 
is a new precedent for the implementation of the next step in the 
process of developing a comprehensive tourism strategy. The value 
of the resources and the essential constituent elements, of the overall 
tourism potential, are assessed by those sectors which have a 
comparative advantage in tourism development. The real estate units 
with the highest determined value can be expected to be the most 
attractive for tourists and because of that, they will be given priority 
in the development phases of the plan. The stated aim of the analysis 
is to assist in the correction of established valuation criteria, which 
assess the capabilities of indidvidual business entities, for tourism 
development, but also to qualify them in the order of the size of a 
given corridor.  

The value of the user is the result of the unification of the values 
of the individual criteria. It is not an economic indicator, but a 
relevant index for classification based on the use of the evaluation 
system. For example: the method of estimating the value of the use 
of the space for recreational activities. On the basis of the forms, the 
World Tourist Organization for consumption and assessment will 
score the resources (on the ground) according to all the criteria. All 
criteria and factors will be classified into two large groups: 

- internal factors for the evaluation and 
- external factors for the evaluation. 
However in order to do the tourist valorization and emphasize 

and accept its importance for the space which is a subject of 
discussion in this paper, it is necessary to recognize what the term 
tourist valorization indicates and implies, so that according to 
Jovicic, tourism valorization implies qualitative and quantitative 
assessment of the value of tourist motives and presents the most 
significant stage in the planning of spatial development of tourism, 
because it is necessary to assess the value of tourist motivation in 
objective way. Hence the necessity of tourist valorization of the 
analyzed space (Milenkovski,Gjorgievski, and Nakovski. 2016).  
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In order to get the total value of the research resource, first they 
will collect all the internal factors, then they will collect all the 
external factors and at the end the sum of the internal factors will be 
multiplied with the total. Indicators need to be capable of supplying 
information, while at the same time being methodologically and 
scientifically valid (Torres-Delgado and Saarinen 2014). 
 

Table 1. The total touristic potential of a part of Prespa, the villages of 
Brajchino, Ljubojno and Dolno Dupeni 
                           Internal factors                      External 

factors 
 

 
 

   
 
Numbe
r 

Attraction  
A 
 

B 
 

C 
. 

D 
 

E 
 

F 
 

G 
 

H 
 

inde
x  

1. Lake - 
swimming 
area  

5 4 5 4 5 5 5 5 38 

2 Lake - kayak 2 2 2 5 5 5 5 2 28 
3 Lake – sport 

activities 
 

4 2 3 5 5 5 5 5 34 

4 Lake – electric 
boats 

0 0 0 5 5 5 5 5 25 

5 Lake - fishing 3 3 3 5 5 5 5 3 32 
6  

Air bath 
4 5 4 5 5 5 5 5 38 

7. Food 5 4 4 5 5 5 5 5 38 
8. Hiking trails 3 5 3 5 4 5 5 4 34 
9. Mountain bike 

trails 
2 3 2 5 4 5 5 4 30 

10 Bird watching 5 5 4 5 5 5 5 5 39 
11. Collecting 

forest 
fruits/herbs 

4 4 5 5 5 5 5 5 38 

12 Black tracks 
for jeeps and 
quads 

0 0 0 5 4 5 5 2 21 

13 Skiing 
 

0 0 0 5 0 5 5 0 15 

14 Nordic skiing 
trails 

0 0 0 5 0 5 5 0 15 

15. Hunting 4 3 4 5 5 5 5 3 34 
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16. Velo paths-

asphalt 
3 3 4 5 5 5 5 5 30 

17. Bacilla 1 0 0 5 5 5 5 0 21 
18. Fish ponds 0

* 
0 0 5 5 5 5 0 20 

19. Crafts 3 3 3 5 5 5 5 3 32 
20. Riding horses, 

donkeys 
3 3 3 5 5 5 5 5 34 

21. Agrarian 
activities 

3 3 3 5 5 5 5 2 31 

22. Archaeologica
l activities 

3 3 3 5 4 5 5 0 28 

23. Churches and 
monasteries 

4 3 4 4 5 3 5 3 31 

24 
 

Cultural-
Historical 
attractions 

3 3 3 5 5 5 5 4 33 

25 Cultural 
manifestations 

4 4 3 4 5 5 5 5 35 

26 Recreations in 
nature 

3 5 4 5 5 5 5 5 37 

           
   71 71  69  127  116  128 130  84 791 

 
The total tourist potential of a part of Prespa, the villages of 

Brajchino, Ljubojno and Dolno Dupeni and its surroundings, from 
the aspect of tourist attractions, is 154,804 or 57.25% in relation to 
the maximum values. The percentage is far lower for internal factors, 
as well as for infrastructure, and that which is related to the taking 
over of activities by humans. The percentage of external factors is far 
greater than everything created by nature. This confirms that the 
natural and anthropogenic values of the villages of Dolno Dupeni, 
Brajchino and Ljubojno enable the development of alternative forms 
of tourism, they are not sufficiently used, if a proper valorization of 
the internal factors is done, it will enable a true assessment of the of 
the use and inherent characteristics of the touristic resources. This 
analysis shows us that it is the internal factors that are insufficient for 
the greater development of tourism in the Prespa region. The same is 
the case with the data related to the degree of urbanization and the 
construction of the infrastructure, where the lowest value was 
obtained, and this indicates that more needs to be invested in the plan. 
The local population recognizes the tourist potential of the villages 
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of Dolno Dupeni, Brajchino and Ljubojno. The population is 
interested in being involved in the tourist traffic of the area.  

The villages of Dolno Dupeni, Brajchino and Ljubojno have 
receptive capacities that are not sufficiently used for the needs of 
tourist development. These villages have complex natural and 
created values and those values can represent tourist values as 
potentials for the development of rural tourism. Rural areas are no 
longer viewed only from the aspect of agricultural development, but 
as an area with potential for the development of new activities that 
often include tourism, recreational activities, production of 
indigenous products, as well as activities in the field of e-commerce 
(Saxena, 2007). 

According to the user value index, we list the attractions in the 
following order: 
 

Table 2. According to the index of the value of the user attractions 

Number Attraction  Utility value index 

1 Bird watching 39 

2 Food 38 

3 Air-baths 38 

4 Lake- Swimming areas 38 

5 Collecting forest fruits/herbs 38 

6 Recreation in nature 37 

7 Cultural manifestations 35 

8 Lake- Sport activities  34 

9 Hunting 34 

10 Riding horses, donkeys 34 

11 Hiking trails 34 

12 Cultural-historical attractions 33 

13 Crafts 32 

14 Lake- Fishing 32 

15 Agrarian activities 31 

16 Churches and monasteries  31 

17 Mountain bike trails 30 
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18 Velo paths- asphalt 30 

19 Lake- kayak  
28 

 

20 Archaeological activities 
28 

 

21 Lake- Electric boats 
25 

 

22 Black tracks for jeeps and quads 
21 

 

23 Bacilla 
21 

 

24 Fishponds 
20 

 

25 Skiing 
15 

 

26 
Nordic skiing trails 
 15 

          
With the help of this analysis, as well as with the help of the 

correction of certain evaluation criteria, we evaluate the potential of 
individual entities- attractions, for tourism development, but we also 
classify them in order of the size of the correction. The value of the 
correction is calculated with a rating on the basis of the correction 
score for the assessment, provided that a relevant index is obtained. 
The goal that we’ve achieved is a valuation, a thorough evaluation of 
the value of the elements of tourism potential, individual and 
collective, and we’ve determined their roots, their absorption power 
and the commercial value.  

Through this analysis, it will be confirmed that the natural and 
anthropogenic values of the villages of Dolno Dupeni, Brajchino and 
Ljubojno enable the development of alternative forms of tourism, 
they are not sufficiently utilized and a proper evaluation of the 
external factors that will enable them should be made. real 
assessment of the availability of the resources, the proximity of the 
emission centers, the specificity of the touristic resources and the 
importance of the resources, as well as larger marketing promotions. 

It will also confirm that insufficient promotional activity for the 
promotion of the space is a big problem, as well as that the awareness 
of tourists is very low. Thus, through the evaluation of internal and 
external factors, we came to know which forms of tourism will be 
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the most attractive in the area and which gives us a clue in which 
direction tourism will move in the future development of the region. 

The findings of the research indicate that the villages of 
Brajchino, Ljubojno and Dolno Dupeni and the surrounding area 
already have a partially built touristic offer and that the interest and 
attraction of tourists and locals is similar to it. 
 
CONCLUSION 
           
The numerous, diverse attractive factors are suitable for the 
development of tourism in a part of the Prespa region. The quality 
climate, the interesting morphological forms, the hydrographic 
attractions, the representation of the diverse flora and fauna stand out 
with their specifics. In addition to the natural amenities, a significant 
contribution to the creation of a tourist profile in these areas is also 
the existence of a variety of autochthonous cultural and historical 
heritage. 

People who want to come to the separate areas of the Prespa 
region, the villages of Dolno Dupeni, Ljubojno and Brajchino, will 
hardly be informed about accommodation in any of the existing 
capacities. In order for this area to be as popular and extensive in the 
future as it would be visited by a large number of domestic and 
foreign tourists, it will need to be equipped with well-equipped 
mobile homes, initial capacity, investment in storage capacities and 
the opening of a community and tourist office. 

In conclusion, it is imperative that we strenghten the need for the 
development of alternative forms of tourism as a current reality, and 
ensure that they become a function of local coexistence, creating a 
mix of more selective forms, independent of the elements that 
charactarize them. 

This area has the potential for the development of tourism, due to 
the characteristic traditional architecture, the favorable living 
environment, the variety of places that could be visited, and the 
activities that could be done, as well as the hospitality of the people, 
but the lack of sufficient housing facilities and tourist product/service 
offerings, and in addition to this, an insufficiently well-built position 
as a tourist destination, in terms of transportation, meals and 
accomodation, it offers a high quality of life and a high standard of 
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living. The current assessment of travel capacity is higher than in the 
past, and so are tourist products and services that are incomplete or 
not offered and packaged in a proper way. All that indicates that we 
cannot count on any serious offer. The development of tourism in 
this part of Prespa should be approached in an organized and 
organized way, it needs constant engagement and coordination as 
well as activities at the local and country level. 

It is necessary to make a plan for the development of destination 
tourism as a night form of tourism. In order for tourism to develop, 
the cell must apply the appropriate standardization and 
categorization of services and the appropriate conditions for 
accommodation. It is necessary to educate the households to deal 
with such an activity, and also the objectives of the rural population 
should be directed in order to arrange the rural population as for the 
next generation. In this way, it will ensure the social and economic 
security of all households and will improve life as a whole, and thus 
there will be no migration of young people to the bigger cities. 
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Abstract 
This paper examines the different ways in which the government can influence and 
support the development of sport systems and practices. Particular attention is paid to 
the reasons why the state seeks to intervene in the sport and the different forms such 
intervention can take. A distinction is made between interventions that assist and 
promote sport on the one hand, and interventions that control and regulate sport on the 
other. A distinction is also made between state initiatives that aim to increase levels 
of community participation, and those aimed at improving levels of elite athlete 
performance. Throughout the papers, both the concepts were analyzed and theories 
that underpin state intervention in sport, and the management implications that arise 
from this intervention. 

 
Keywords: free-rider, public goods, sport, management, intervention 
 

    JEL Classification: I3,I31,I38 

 
INTRODUCTION 
 
The state, has always played an important role in the sport 
development and sport experiences to people. Even the ancient 
Olympic Games and other sport festivals were funded and organized 
by the various city states. We know that even ancient Greece, and 
ruling monarchs in Europe during the Middle Ages organized 
different types of tournaments and combat games in order to promote 
the skills of their warriors (Mechikoff & Estes 1993).  

As the world became industrialized and modernized the state 
expanded its provision of sport activities. In the USA, for example, 
many government-funded schools and colleges established sport 
facilities ranging from playing fields and small indoor arenas to large 

 
1 Sasho Popovski, Ph.D, General Secretary of Macedonian Olympic 
Committee, Assistant Professor, University of Tourism and 
Management in Skopje, Republic of North Macedonia. 
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stadiums seating anywhere from 10,000 to 80,000 spectators. Today, 
modern states, through their government agencies, provides a 
complex array of sport facilities and services. Many sport stadiums 
throughout the world were initially financed by government funds, 
and while subsequently controlled and operated by independent 
operators, are now subject to government legislation and policy 
guidelines (John & Sheard 1997). In most western nations the central 
government has funded both the establishment of training centers for 
elite athletes, and their ongoing operation. As a result, many 
thousands of coaches, sport scientists and sport facility managers are 
now on the government payroll.  

However, still the crucial question is why should the state engage 
with sport? Sport, especially in western nations, is highly valued by 
the state. Sport was summarized by the 1960s US sport broadcaster, 
Howard Cossell, as the ‘toy department of life’. Be that as it may, 
millions of people around the world use sport to satisfy a number of 
expectations and motives. Many political doctrines use the idea that 
sport can be used to build the nation. There is no doubt that state has 
responsibility for creating the commercial and cultural space where 
people can not only build strong families, neighborhoods, 
communities and workplaces, but also healthy ones. The fact of the 
matter is that nearly all modern states allocate a special space for 
sport, since sport is seen to be a practice that delivers a multitude of 
individual and social benefits. This is the case in Cuba, North Korea 
and China as much as it is in the USA, Great Britain and Germany. 
This is why, from a global perspective, the state has constructed so 
much infrastructure to service sport’s needs, and has given so much 
money to assist sport organizations deliver services to members. So, 
what are these ‘things’ that sport delivers, and that the state values so 
much? It is not all that difficult to identify the benefits and social 
utility that the state believes arises from the sport experience. 

First, sport is supposed to contribute to the well-being of society 
by providing the context in which appropriate values, attitudes and 
behaviours are learnt. It is claimed that sport participation allows 
young people to better fit into mainstream cultural and behavioural 
patterns of society. In this way it contributes to the stability, 
maintenance and development of established society.  
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Second, sport is seen as character building. But not only does 
sport build ‘character’, it inculcates values which support and 
reinforce the central beliefs of modern industrial societies. These 
beliefs and attitudes are the ones that industrial societies holds so 
dear to their hearts, and the ones that drive the progress of these 
societies (Coakley et al. 2011; Rigauer 1981). They include a strong 
belief in the idea that success comes through hard work, self-
discipline and lots of initiative. They also include a respect for 
authority, and adherence to rules and laws. Finally, they include 
those traits and disposition that make for a compliant and diligent 
workforce, which include leadership, hierarchy, cooperative 
behavior, and the desire for success and goal achievement.  

These are exactly the sort of skills and competences a twenty-first 
century state wants from its citizens, since they enable a fully 
functioning commercial system, and a strong sense of civic pride, to 
flourish. And sport is seen to be the ideal practice for building these 
values (Rigauer 1981). It also increasingly recognizes that sport has 
many other functions that can strengthen the relations between 
disparate communities, and build a healthier and stronger society. 
The state also understands that discipline and compliance are just one 
side of a productive collective psyche, and that in order to sustain a 
reasonable level of mental health, there needs to be a means of escape 
from the restricted and bureaucratic world of contemporary work. 
Recreational sport is the perfect release, and sports like snow skiing 
and bicycle touring reflect this urge to escape the automated banality 
of urban life. It is also a means of providing peak experiences, since 
sport can be a vehicle for ‘realizing’ oneself, and removing oneself 
from the safe realities of everyday life.  

With the recognition that sport also delivers healthy bodies and 
fresh minds, the state is left with no doubt about sport’s capacity to 
build better societies. As a result, a state that does not invest in sport 
is actually denying its citizens the opportunities to not only find their 
ideal sport’s space, but to also find themselves. So, when faced with 
the demand to explain itself, and its apparent obsession with sport, 
the state can, with confidence, say that it has a duty to properly 
resource sport, since to deny sport any assistance is to undermine the 
nation’s capacity to grow and prosper commercially, socially and 
spiritually (Mannell & Kleiber 2013). So, we can conclude that the 
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state has a major role in sports planning, and delivering sport to all 
member of society. 

However, when we speak about combat sports like boxing, it is 
difficult to find reasons like above mentioned for government 
support of sport acctivities. On the contrary, governments intervene 
there in order to provide proper regulation and decrease negative 
consequences. Many countries have legislation which sets up 
government-controlled agencies that both issue licences to promoters 
and participants, and monitors the conduct of the sport. While the 
degree of control varies from country to country, the most severe 
controls are in Norway, where professional boxing is banned. Any 
Norwegian boxer who wants to enter the professional ranks must 
relocate to another country. The basic reason why boxing has such 
problematic status is because it not only provides community 
benefits, but also imposes community costs. The community benefits 
include an opportunity to engage in a vigorous sport that requires 
both extreme physical fitness and mental toughness. There is also 
some evidence that boxing is an effective means of channelling the 
energies of disadvantaged youth into socially constructive activities, 
and subjecting them to a valuable form of personal discipline. On the 
other hand, boxing is highly combative, and has high injury rates. In 
particular there is a high risk of brain damage, which brings with it 
enormous personal and social costs. Therefore, in order to minimize 
the risk of physical damage to the participants, strict regulation is 
required (Hoye et al. 2010). Most national governments support and 
funded boxing on the amateur level. It is still an integral part of the 
Olympic Games schedule.  

At one extreme, the state can distance itself from sport 
development by claiming that sport is a private matter for individuals 
and communities, and is therefore best left to the market and 
voluntary sectors to run. This arrangement was the primary feature 
of Australian sport until the 1970s when the national government 
resolved to fund sport facilities and programs (Stewart et al. 2004). 
In the USA the national government has also adopted specific 
approach to sport, and has left the funding and development of sport 
to the market, and the school and university sectors (Chalip et al. 
1996). 
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1. REASONS FOR STATE INTERVENTION: “MARKET FAILURE” 
 
The state has always intervened in the affairs of its society for the 
fundamental reason that it enables it to set the nation’s economic and 
political direction. More specifically, the state believes that by its 
various interventions it can improve the well-being of society 
(Braithwaite & Drahos 2000). For example, by providing rail and 
road infrastructure it can improve transport systems and thereby 
increase the levels of overall efficiency in industry and commerce. 
Similarly, by funding the establishment of schools, universities and 
hospitals it can go a long way to not only improving the educational 
abilities of its citizens, but also enhancing their capacity to work 
more productively, and more vigorously participate in the cultural 
and commercial affairs of the nation. The same sort of logic is that 
the state’s goal is having a fit and healthy people that can defend the 
nation’s sovereignty in times of war, and generate international 
recognition, respect and prestige through the success of its elite 
athletes.  

At the same time the state may wish to more directly control the 
behaviour if its citizens and companies in order to reduce the 
negative ‘market externalities’ (Braithwaite 2008, p. 27). In this 
context the state has a history of regulating sport to ensure the safety 
of it participants. One of the best examples is boxing, where the risk 
of injury is very high, and rules are essential to ensure a lower chance 
of sustaining acute injury and long-term brain damage. Because of 
sport’s potential to deliver significant social benefits, there are a 
number of sound reasons for the state wanting to invest in it. 
However, government resources and taxpayer funds are always 
scarce, and sport is one of many institutions that want to claim part 
of the government budget. As a result, sport assistance cannot always 
be guaranteed, and it must compete with defence, health, policing, 
social welfare and education.  

Additionally, in capitalist economies, sport has also traditionally 
been seen as outside the scope of government responsibility on the 
grounds that it is far removed from commerce, and more in the 
territory of volunteer amateurs. However, it is not that difficult to 
mount a case for state intervention in sport. For example, a case can 
be made to support the view that not only will society be better off 
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with more sport facilities and services, but that without state support, 
the resources invested in sport will be far less than optimal.  

In capitalist nations, resources are in the main allocated in 
markets through the interaction of demand, supply and prices. 
However, there are often cases where markets do not operate in the 
best interests of the community or nation. This is known as market 
failure (Gratton & Taylor 2000).  

Market failure can occur when the full benefits of markets are not 
realized because of an under-supply of socially desirable products, 
or alternatively, an over-supply of less desirable products. Market 
failure and under-supply arises in situations where there are 
significant external or social benefits in addition to private benefits. 
In sport, private benefits arise from a number of activities and 
practices. They include attending a major sport event, working out at 
a gymnasium, playing indoor cricket or spending time at a snow 
resort. Social benefits, on the other hand, comprise the additional 
value communities obtain from the production of a good or service. 
These social benefits are over and above the private benefits. In those 
cases where social benefits can be identified, society would be better 
served by allocating additional resources into those activities.  

However, private investors will not usually do this because of the 
lack of a profit incentive. Consequently, it will be left to government 
to fill the breach, and use taxpayers’ money to fund additional 
sporting infrastructure and services. In other words, since sport 
provides significant social benefits, it deserves state support to 
ensure that the welfare of the whole community is maximized.  

According to the proponents of sport assistance, social benefits 
can arise from both active participation and spectator sport. In the 
case of active participation, the benefits include improved 
community health, a fall in medical costs, a reduction in the crime 
rate, the inculcation of discipline and character, the development of 
ethical standards through the emulation of sporting heroes, greater 
civic engagement, and the building of social capital. Research into 
social capital building suggests that sport not only expands social 
networks, but also produces safer neighbourhoods and stronger 
communities.  

Sport is also seen to be a great builder of social capital. In the 
case of elite and spectator sports, the social benefits include tribal 
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identification with a team or club, social cohesion, a sense of civic 
and national pride, international recognition and prestige, economic 
development, and the attraction of out-of-town visitors and tourist 
dollars (Gratton & Taylor 1991). However, social benefits are often 
difficult to quantify, and in some cases the evidence to support the 
claimed benefit is soft and flimsy. 

A case can also be made for the state’s involvement in sport on 
the grounds that sport is often a public or collective good. Public 
goods are those goods where one person’s consumption does not 
prevent another person’s consumption of the same good. For 
example, a decision to visit a beach, or identify with a winning team 
or athlete, will not prevent others from doing the same. Indeed, the 
experience may be enhanced by others being in proximity. This is 
the non-rival feature of the good. Public goods are also goods where, 
in their purest form, no one can be prevented from consuming the 
good. Again, a visit to the beach and identifying with a winning team 
meet this criterion. This is the non-excludable feature of the good. 
Public goods can provide substantial benefits throughout the whole 
of society, and are usually not rationed through high prices. 
However, they are not attractive to private investors since there is no 
assurance that all users will pay the cost of providing the benefit. As 
the number of so-called free-riders increase there is a shrinking 
incentive for private operators to enter the public good market. In this 
instance it is argued that the state should provide for this higher 
demand by increasing its funding to ensure an appropriate 
infrastructure and level of service. 

Finally, it can be argued that the state should be funding sport on 
equity grounds. For example, it might be argued that the whole 
community benefits from being fit and healthy, and therefore no one 
should be excluded because of low income or lack of facilities. In 
these cases, the optimal community benefit can only be realized if 
everyone has access to appropriate sport and recreation services to 
help them to improve their health and fitness, enhance their self-
image, and build the community’s social capital. In order to improve 
accessibility, and ensure equality of opportunity, the state can 
establish its own low-cost sport facilities, subsidize existing sport 
activity providers, and design targeted programs for disadvantaged 
groups. 
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There are completely different approaches to the state role in 
sport development, like state-controlled sport, or communist style of 
state intervention. There are many good reasons to let the private 
sector and free market decide on what sports people play, when they 
play, and what they should pay for the experience. There are sound 
reasons for moving in the opposite direction and allowing the state 
to set the sport agenda by both establishing sport facilities across the 
nation, and funding the management of their operations.  

This approach was used in the sport development programs of 
most communist nations during the 1970s and 1980s. In the Soviet 
Union (USSR) and the German Democratic Republic (GDR), a 
national sport program was integrated into the school curricula, and 
sport schools were used to identify and nurture talented young 
athletes. In addition, sports that had a strong civil defence and para-
military flavour were conducted in factory and trade union facilities 
(Grix & Dennis 2012). Cuba had a similar sport development model 
in which the state through its government bureaucracy managed the 
whole sport experience for both the sport-for-all participant and the 
Olympic athlete.  

While Cuba banned professionalism in sport, it handsomely 
rewarded its national sporting heroes by giving them government 
jobs or enrolling them in college and university courses that they 
could complete at their convenience. In Cuba, like the USSR and 
GDR, sport success was not just a sporting victory but a 
‘psychological, patriotic and revolutionary’ one as well (Riordan 
1978, p. 147). 
 
2. EXTENT AND FORM OF STATE INTERVENTION  
 
The state can intervene in sport in all sorts of ways. The extent of the 
intervention, and the form it takes, is strongly influenced by the 
ideology, values and overall philosophy of the state and its governing 
institutions.  

The first ideology is conservatism. A conservative ideology 
values tradition, and customary ways of doing things. Conservative 
governments have a tendency to regulate the social lives of people, 
and therefore want to censor works of art and literature they find 
offensive. They also want to control the distribution of legal drugs 
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like alcohol, and generally act to protect people from themselves. On 
the other hand, they believe that business should be left to its own 
devices, where the combination of individual self- interest, the profit 
motive, and market forces, will ensure a favourable outcome.  

However, because conservative governments believe a strong 
private sector is the key to progress, they are prepared to assist and 
protect industry when the need arises. While on one hand they 
recognize sport as an integral part of the social life of most people, 
they do not want to assist or protect it since it is not part of the world 
of business. Indeed, for many conservatives, it is another world 
altogether that should be best kept at a distance from business. This 
sport world is underpinned by the belief that sport fulfils its function 
best when it is done for its own sake, played by amateurs, managed 
by volunteers, and generally left to look after its own affairs.  

The second ideology is reformism, or as it is also known, welfare 
statism, or social democracy. Reformism is primarily concerned with 
social justice and equity. While reformists recognize the necessity of 
a strong private sector, they believe it cannot be trusted to deliver fair 
and equitable outcomes. It therefore needs to be strictly managed. 
This could take the form of additional state-owned enterprises, or 
tight regulations on business behaviour. Reformists share the 
conservative view that assistance and protection may be necessary in 
the public interest. Unlike conservatives, though, reformists believe 
primarily in social development, which not only means legislating 
for social freedom, but also for social justice.  

Income redistribution to disadvantaged groups is important, and 
is done by ensuring that wealthy individuals and corporations are 
taxed most heavily. State spending is also crucial to reformists, since 
it is used to stimulate the economy when demand and spending is 
low. Reformist governments tend to be more centralist, and aim to 
use this centralized power to engineer positive social outcomes. 
Reformists consequently see sport as a tool for social development, 
and aim to make sport more accessible to the whole community. In 
these cases, programs are established to cater for the needs of 
minority groups like the indigenous, the disabled, migrants who 
speak another language, and women. In short, reformist government 
policy focuses more on community, and less on elite sport 
development.  
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The third ideology is neo-liberalism. Neo-liberals believe that 
society is at its most healthy when people can run their daily lives 
without the chronic intrusion of the state. The rule of law is 
important, but beyond that, people should be free to choose how they 
organize their social lives, and businesses should be free to organize 
their commercial lives as they see fit. Neo-liberals see little value in 
state-owned enterprises, and argue that the privatization of 
government services produces greater efficiency and higher quality 
outcomes. Moreover, deregulated industries are seen to run better 
than tightly controlled ones. In short, neo-liberals believe 
government should not engage directly in most economic activity, 
but rather provide only base level infrastructure, and legislative 
guidelines within which private business can thrive. Sport is valued 
as an important social institution, but should not be strictly 
controlled. However, neo-liberals also believe sport can be used as a 
vehicle for nation building and economic development, and should 
be supported in these instances. This produces a sport policy that 
tends to focus on elite sport at the expense of community sport.  

The final ideology is socialism. Socialists believe that a 
combination of privately owned and unregulated markets will 
produce severe levels of inequality and alienation. As a result, 
capitalist modes of production and distribution need to be replaced 
by a strong state where resource allocation is centrally controlled. 
Like neo-liberals, socialists agree that sport is an important social 
institution, but, unlike neo-liberals, go on to assert that sport should 
be controlled from the centre to ensure a fair spread of clubs and 
facilities throughout society. To this end, a socialist system of sport 
development will be driven by a central bureaucracy that sets the 
sport agenda. The state also provides most of the funds and resources 
by which to develop sport at both the community and elite levels.  

Each ideology not only contains quite different assumptions 
about the proper role of the state, but also different ideas about what 
sport can do to improve the welfare of society. As a result, each 
ideology will produce different sport development outcomes, and the 
ideology often overrides the claims of interest groups like sport 
scientists, coaches and officials. The four ideologies described 
provide a simplified typology, and in practice, the state will often 
take bits and pieces of each ideology when forming its position on a 
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particular sport issue or problem. At the same time, most states will 
be characterized by more of one, and less of another ideology.  
 
3. REGULATION AND CONTROL  
 
There are also many situations where the state may want to regulate 
and control the provision of sport activities, and limit the resources 
devoted to some activities. For example, it may be necessary to enact 
laws and rules that safeguard public order when a large number of 
people are spectators of, or are playing in a sport event.  

In most countries there are laws that clearly define the parameters 
within which sport grounds are to be constructed. These laws will 
cover things like design specifications, the provision for seating, the 
number of entry and exits points, and fire prevention facilities 
(Frosdick & Walley 1997). There may also be rules that govern the 
behaviour of spectators. Most commonly these laws will relate to the 
consumption of alcohol and disorderly and violent behaviour 
(Greenfield & Osborn 2001).  

One of the most highly regulated activities is horse-racing. It is 
not just a case of ensuring the animals are treated humanely, but of 
also making sure the gaming and gambling practices that surround 
the sport are tightly controlled so that corrupt practices are 
minimized. There are many cases around the world where horses 
have not been allowed to run on their merits. This can involve doping 
activities where stimulants will be given to horses to make them run 
quicker, and depressants administered to make them go slower. In 
both instances the aim is to undermine the betting market, and 
through the use of inside information to back the horse that has been 
advantaged, and avoid the horse that has been slowed.  

Similar incidents are now happening more frequently in a number 
of professional team sports around the world. Crime syndicates and 
bookmakers have bribed sport officials, players and even referees to 
provide confidential information on the game, deliberately play 
poorly, and make decisions that favour one team and not another.  

Two recent cases involved Italy’s premier football competition 
and the Pakistan cricket team. In each instance government action 
was immediately taken to more strictly regulate the competitions. 
Another form of regulation involves the media in general and TV in 
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particular. In both Australia and England there are anti-siphoning 
rules that effectively give free-toair television stations privileged 
access to major sport events at the expense of pay and cable 
television providers. This means that a major sport event like the 
Australian Football League (AFL) Grand Final must initially be 
offered to freeto-air stations before being offered to pay TV stations. 
This is done on the grounds that a sport of national significance 
should be made as widely available as possible. In Australia the pay 
TV subscriptions cover less than 50 per cent of all households, and 
it would therefore be inequitable to give rights to a pay TV station 
only. 

Most developed nations around the world see themselves as a 
sports-loving nation, and use sport as a means of generating civic 
pride, national identity and international recognition. This is why so 
many nations are prepared to spend a lot of money on facilities and 
programs that take talented young athletes and transform them into 
elite level champions. However, sport development is about much 
more than just winning medals at international sport events.  

The state has a responsibility to provide the community with 
rewarding sport experiences, and to make sure disadvantaged groups 
especially have open and easy access to facilities (Houlihan 1997). 
The problem of low participation is being addressed in many and 
varied ways. 
 
CONCLUSION 
 
The state has the capacity to significantly shape the structure and 
scope of sport through a number of mechanisms. First, it can 
construct sport facilities, second, it can fund the day-to-day 
operations of sporting associations and clubs, third, it can deliver 
sport programs to the community directly, fourth, it can establish 
training facilities for elite athletes to assist their ongoing 
development, and finally, it can control the operation of sport by 
introducing various laws, regulations and rules that shapes the 
delivery of sport events, programs and services (Hylton et al. 2001). 

 However, the scale of state support, and the form it takes, will 
vary between nations depending on the dominant political ideology, 
and the overall cultural importance of sport to society. In some cases 
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the state will directly control and manage sport, while at the other 
end of the political spectrum the state will step back from the sport 
system and encourage the commercial and volunteer sectors to take 
up the slack.  

The evidence suggests that governments have a pivotal role to 
play in supporting both the community participation and elite sport 
ends of the sport development continuum. Through the establishment 
of sports infrastructure and facilities, and the funding of sport 
programs, it enables greater levels of community participation, 
creates all sorts of health and social benefits, improves international 
sport performance, and enhances a country’s international status and 
prestige. 
 
REFERENCES 
 
Braithwaite, J. and Drahos, P. (2000). Global Business Regulation. 

Cambridge University Press. UK. 
Coakley et al. (2011). Youth Sports What Counts as “Positive 

Development?”. Journal of Sport & Social Issues 35 (3): 306-324 
Chalip, L. Thomas, R.R. and Voyle, J. (1996). Enhancing wellbeing 

through sport and recreation. Community Psychologyand Social 
Change: Australian and New Zealand Perspectives (2nd ed.,pp. 
126-156). Palmerston North: Dunmore Press. 

Frosdick, S., Walley, L. (1997). Sports and Safety Management. 
Staffordshire University. UK 

Gratton, C. & Taylor, P. (2000). Economics of Sport and Recreation. 
Routledge. NY. USA 

Grix & Dennis (2012). Sport under Communism. Palgarave and 
Macmillan. UK 

Greenfield, S., Osborn, G. (2001). Regulating football: 
commodification, consumption and the law. Pluto Press. London. 
UK 

Geraint, J. and Sheard, R. (1997). Stadia: A Design and development 
guide – Sport facilities. Architectural Press.  

Houlihan, B. (1997). Sport, national identity and public policy. 
Nations and Nationalism. Vol. 3. Issue 1. P.113-137 

Hoye, R., Smith. A.C.T., Nicholson, M. and Stewart, B. (2010) Sport 
Management: Principles and Applications. 



TOURISM 
 

96 
 

Riordan, C. (1978). Equal-status interracial contact: A review and 
revision of the concept. International Journal of Intercultural 
Relations. Vol. 2. Issue. 2 Pages 161-185 

Rigauer, B. (1981). Sport and Work. Columbia University Press. 
NY. USA 

Mannell, R.C & Kleiber, A.D. (2013). Routledge Handbook of 
Leisure Studies. 1st Edition. Routledge.  

Mechikoff, R. and Estes, S. (1993). A history and philosophy of sport 
and physical education. Wm. C. Brown & Benhmark Publishers. 
Oxford. England. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



TOURISM 
 

97 
 

AUTONOMY OF THE OLYMPIC AND SPORT SYSTEM IN 
NORTH MACEDONIA 
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Abstract 
This paper examines the way that the government directly influence the autonomy of 
the Olympic and sport system in North Macedonia. Particular attention is paid to the 
Law on Sport that is in contradiction with many UN, EU resolutions, and is not 
compliant with the Olympic Charter. Participation of the Olympic and Sport system 
in creation of the legal documents, Law on Sport, National Strategy, and Program for 
development of Sport (that exists only on paper and in the Law), does not exist and 
that is why the Sport system in the state is very state oriented and controlled. 
Throughout the papers, the concepts of active inclusion of the non-governmental 
Olympic and sport system in creation of the National positive legal system was 
analyzed and theories that underpin state intervention in sport, and the management 
implications that arise from this intervention. 
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Abstract 
Ethiopia holds all the necessary ingredients for tourism development, given the 
multitude and uniqueness of attractions. Among them stands Lake Tana, a UNESCO 
Biosphere Reserve which is an extremely important resource for Ethiopia, locking up 
half of its freshwater. The target of the current paper is to make a supply analysis of 
the southern area of Lake Tana’s visitor attractions, accommodation and food and 
beverage and the accessibility to these attractions as well as to settle the tourism 
development stage according to the tourism area cycle stage. The Lake Tana visitation 
trends followed an ascending pattern, figures show domestic tourism as being the most 
prevalent. The southern part of Lake Tana accounts for 28,3% of the tourist supply 
when compared to the entire lake’s potential, among which the food and beverage 
sector is the most prevalent. By using the TALC approach, it came out that Lake Tana 
as a destination is situated on the development stage.  

 
Keywords: visitor attractions, accommodation analysis, food and beverage sector, 
tourist flow, tourism area life cycle 
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PURPOSE AND RESEARCH HYPOTHESIS:  
 
The current paper follows three main directions related to the 
inventory and analysis of the attractions and facilities’ supply and the 
attractions’ accessibility in terms of transportation. The main target 
of the current paper is to make a supply analysis of the southern area 
of Lake Tana’s attractions and the accessibility to these attractions as 
well as a supply analysis of the accommodation and food and 
beverage facilities. The hypothesis from which we started is that 
Lake Tana’s southern part is well supplied for tourism, thus 
constituting a touristic hotspot at the level of Lake Tana. Further on 
another hypothesis is that Lake Tana although an old destination but 
belonging to a country in course of development whose tourist 
consumption and production pattern started at around the ’70 is 
found among the first three stages of development thus the annexed 
purpose was to settle the tourism development stage attained by the 
southern Lake Tana applying the concept of Butler’ (2006) tourism 
area life cycle. The research questions are:  Is the southern area better 
supplied for tourism in terms of attractions than the northern one?; 
What is the supply of natural and man-made attractions from 
southern Lake Tana and how accessible are they in terms of means 
of transportation?; Are most attractions and facilities concentrated in 
the southern area of Lake Tana?; Does it constitute a concentration 
pole for tourism?; Is the supply between the attractions and facilities 
a balanced one or is there a gap between them?; What is the stage of 
tourism in relation to the destination area life cycle of the southern 
Lake Tana from the consumption and production analysis?  
 
1. METHODOLOGY  
 
The raw data were collected by the team members of the Bahir Dar 
University and processed by the current paper’s authors into a 
dataset. They targeted the inventory of the natural and man-made 
attractions’ supply; the accommodation and food and beverage 
facilities supply as well as the accessibility to these attractions. The 
area submitted for analysis comprises the southern, south-eastern and 
south-western area of Lake Tana for the attractions’ inventory and 
Lake Tana’s southern area belonging to Bahir Dar administration for 
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the facilities supply related to accommodation and food and 
beverage. The inventoried accommodation and food and beverage 
facilities spread over the Bahir Dar administration on a range of 33 
km from the southern area of Lake Tana shoreline. The visitor 
attractions of the southern Lake Tana mostly relate to islands and 
monasteries or churches (fig 1).  

 
Fig 1. Map of visitor attractions in southern Lake Tana 

 
The current study targets a supply analysis of the southern area 

of Lake Tana starting from the premise that it is a touristic hotspot 
compared to the rest of Lake Tana’s attractions. The inventory aimed 
to have a synthetic perspective about the tourism output in a world 
scale tourism biosphere attraction, i.e. Lake Tana, the source of the 
Blue Nile. The current study allowed to see what percentage of 
attractions is located in the southern area of Lake Tana and if it 
constitutes an attractions’ concentration pole. The data from the 
datasets were processed into charts and the absolute values related to 
man-made/natural supply and facilities were transformed into 
percentages. Furthermore, accessibility to the natural and man-made 
attractions was emphasized and analyzed. All raw data were 
provided by the academic staff of the Bahir Dar University, available 
within the tourism lab of Bahir Dar University. The current research 
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is an outcome of the joint collaboration between the University of 
Oradea and Bahir Dar University Erasmus mobility and research 
collaboration which occurred in June 2022.  
 
2. CONTEXTUALIZATION 
 
Tourism in Africa overpassed 70 million international arrivals in 
2019, totalising over 4% of the global international tourist arrivals 
(UNWTO World Tourism Barometer, 2021). Ethiopian tourism 
contributed with 6,8% of the GDP in 2017 (Bires and Raj, 2020), but 
the pandemic period has caused a huge drawback to tourism 
decreasing drastically the international arrivals to Ethiopia, followed 
by the political inner conflict situation, which although being 
currently mitigated have negatively impacted the tourism 
perspectives. Despite all these, tourism is seen a future catalyst for 
Ethiopia providing an alternative means of income and job 
diversification in the future, the WTO estimates placing Ethiopia as 
overpassing 6% of the GDP in 2028 (Bires and Raj, 2020).  

Ethiopia holds all the necessary ingredients for tourism 
development, given the multitude and uniqueness of attractions 
ranked at a global scale by many UNESCO sites. Among them stands 
Lake Tana, the source of the Blue Nile River, whose tourism-related 
supply analysis is the target of the current paper. It is one of the 
biggest lakes of the world, and accordingly in Ethiopia with an area 
of 3000 km2. It is an extremely important resource for Ethiopia, 
locking up half of its freshwater (Damtie et al., 2021). Its catchment 
area ranges from altitudes between 1785 m to 2047 m.a.s.l. and 
includes four major river sub-basins such as Gelgel Abbay, Ribb, 
Gumara, and Megech Rivers. Lake Tana is included within the 
UNESCO Biosphere Reserve (Wondie A., 2018). As many other 
freshwater reservoirs across the globe, it is not spared by ecological 
issues and eutrophication such as for instance the pervasive Hyacinth 
weed that affects the lake’s ecosystem (Minychl et al., 2019) or 
phosphorus concentrations (Muluken L. Alemu et al., 2017). 

Lake Tana is located in the north-western part of Ethiopia, it is a 
tropical lake with a surface of 3111 sqkm. It provides the largest 
freshwater supply of Ethiopia of 50% and the source of the Blue Nile 
(Abay) river. Its depth ranges between 8-14 metres and is located at 
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an altitude of 1840 m above sea level versus Lake Victoria at 1134 
m asl. Lake Tana and its Blue Nile rivers and basins provide 
economic, social, spiritual, communal, environmental and political 
benefits for the downstream eastern Nile countries from Africa 
(Goshu and Zelelew, 2007). Lake Tana’s international significance 
in not only due to its biodiversity but also due to its hydro-politics 
and freshwater supply importance for the countries downstream. It 
holds a huge potential for aquatic ecosystem, transportation, tourism 
development through water journeys to monasteries, churches and 
caves, bird watching and animal watching. From more than five 
million lakes on the planet, Lake Tana ranks the top 250 lake regions 
at a world scale thus stimulating growth (Worku, 2017). Lake Tana’s 
importance for tourism is given by the 37 isles belonging to it among 
which 31 hold monasteries and churches dating back to the 13th and 
14th century as well as by a rich biodiversity which create all 
favourable premises for ecotourism. Lake Tana was granted the title 
of a UNESCO world heritage site in 2015 due to its rich biodiversity. 
The adjoining city, Bahir Dar is one of the most traveller important 
destinations in Ethiopia, in 2002 being awarded the UNESCO Cities 
Prize for Peace (Worku, 2017).   

Lake Tana hosts diverse tourism resources with unique products 
at different destination sites of islands, peninsulas, wetlands and 
forested areas coupled with cultural and historical heritages. 
However, only religious sites and historical heritages are most 
promoted and visited around Zegie, Debremariyam and Kibran 
Gebreal (Abraham Marye et al., 2011) for the southern part. An 
important document and an in-depth analysis of Lake Tana in its 
entirety and vicinity entitled Tourism Destinations Networking 
Development Plan for Lake Tana and its Vicinities was elaborated 
by a team of experts in 2011 (Marye et al., 2011) encompassing 
important issues such as resources, flows, environmental status, 
evaluations, networking opportunities, promotion, etc.  

Lake Tana provides both natural and man-made tourist 
attractions, the former relating to islands and peninsulas which host 
caves, plantations, protected plant and animal species and the latter 
referring to active monasteries and churches, as well as local 
handicraft. In the current study, the southern part of Lake Tana 
attractions were inventoried and analyzed, as well as the accessibility 
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to these resources. Given the fact that the southern part of the lake’s 
shoreline falls in the administration of Bahir Dar city the ancillary 
facilities to tourism were also inventoried and analyzed such as the 
accommodation and food and beverage supply ranging of up to 33 
km from the southern Lake Tana’s shoreline. In order to see which 
is the share of the southern part of Lake Tana attractions and if it 
constitutes an attraction pole, we surveyed its natural (islands and 
peninsulas) and man-made attractions (monasteries and churches) 
which amounted to 74 attractions for the entire area of Lake Tana. 
The chart indicates that the lake hots natural attractions to the highest 
degree in a percentage of over 58% while the man-made attractions 
occupy the share of 42% (fig 2). By analyzing the visitor attractions 
supply located in the southern part of Lake Tana in shows that it 
holds 21 natural and man-made attractions (fig 3), thus indicating 
that a share of 28,3% visitor attractions is located in this area.  

 

 
Fig. 2. Lake Tana’s natural and man-made attractions share 
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Fig. 3. Comparison between Lake Tana attractions supply and 
the Southern Lake Tana Supply 

 
Lake Tana’s tourist attractions include both natural and man-

made attractions such as 74 attractions which mainly refer to islands, 
peninsulas, forests, plantations, bird and plant species, monasteries 
and churches whereas the southern area of Lake Tana concentrate 21 
such attractions equating to 28,3% of the entire Lake Tana 
attractions’ supply and relates to as islands, a peninsula, wildlife, 
monasteries, religious and historical artefacts.  

The visitor attractions selected for the current study are located 
in the southern part of Lake Tana, as they are usually the most visited 
and included within the tour packages around Lake Tana. The visitor 
attractions located in the central and northern part of Lake Tana are 
usually visited by individual tourists or individual travel 
arrangements.   

In terms of demand the tourist visitation pattern varies largely in 
the case of domestic and international tourists as the chart (fig 4) 
below indicates. In 1990 there were 24,650 total tourists where the 
domestic tourists were double than the international tourists, namely 
15,712 versus 8,938. During more than two decades this gap has 
widened so much that 435,182 domestic tourists could be counted 
versus merely 1,134 international tourists in the year 2014. Also, by 
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following the chart numbers we can notice that the peak was reached 
in 2005 when 45,731 international tourists were registered 
henceforward this followed a sustained decrement to reach the low 
values of 2014. This drop can be accounted by the internal conflicts 
image related to the northern part of Ethiopia which altered 
drastically the perception and desire of international tourists to visit 
the tourist destination of Lake Tana, which although safe was 
associated with the image of the entire country, a perception 
phenomenon called in the specialized literature “guilt by association” 
(Weaver and Lawton, 2010). The domestic tourist figures indicate 
the advent and systematic increment of the domestic tourist market 
from 24,650 domestic tourists recorded in 1990 to 435,182 domestic 
tourists recorded in 2014, thus indicating an internal tourist market 
in full propensity.  

 
Fig 4. Visitation at Lake Tana and surroundings during 1990-2014 

 
3. RESULTS AND DISCUSSIONS 
 
Attractions add appeal to a destination and serve as catalysts for a 
tourist visit. Attractions are shared with the resident population, and 
they are the main target of a recreational or educational visit (Fletcher 
et al., 2018). They represent motivational drivers to a destination and 
feature the potentialities of a destination in terms of “what to see and 
do”. Most inventoried attractions from the southern part of Lake 
Tana relate to both natural and man-made attractions with a higher 
share of the man-made attractions of 57% referring to monasteries 
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and churches and the natural attractions with a share of 38% referring 
to islands and a peninsula with a share of 5% (fig 5).  

 
Fig 5.  Weight of Types of Attractions from the Southern Area of Lake Tana 

 
Most man-made attractions from the study area relate to religious 

sites, as it is a known fact that Ethiopia is a very religious nation, 
being among the few mainly Orthodox countries from Africa. 
Therefore, the inventoried religious attractions amount to twelve 
churches and monasteries spread on the south such as the churches 
of Debre Mariyam, Gebriel and Eyesus. These religious sites date 
from the 14th century where artefacts can be seen such as old 
manuscripts, silver and bronze crowns, religious parchment books, 
bronze crosses, clothes, candlesticks and wood basket (Ageligil) 
made from wood, clay drums along with a storehouse built by Atse 
Fasil. They hold unique artefacts as in the case of Debre Mariyam 
which owns one of the oldest manuscripts, the Tetra Gospel which 
dates from 1360-1380 (Abraham Marye et al., 2011). Different 
craftsmen produce souvenirs under the eye of the passer by, as this 
painter who paints holy images on goat skin in the Zegie Penninsula 
(fig 6). In the south-eastern part can be found the monasteries of 
Micheal and Medhanealem, among which the latter is a very 
important place for pilgrims for the religious artifacts it hosts.  The 
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churches belonging to the south-western part of Lake Tana are found 
on the Zegie Peninsula and amount to seven such attractions. Their 
names are Debre Silasie, Ura Kidane Mihret, Mehal Zegie Giorgis, 
Betre Mariam, Azwa Mariam, Yiganda Tekle Haimanot and Forie 
Mariam. These churches feature religious items dating back to the 
13th century and the churches are of outstanding beauty with external 
mural Orthodox paintings as in the case of Ura Kidane Mihret, a 
particularity of Ethiopia in general being the round shape of churches 
(fig. 7 and 8).  

 
Fig 6. Local painter from Zegie peninsula 
painting with natural colors from herbs 

 
Fig 7. Round church of Ura Kidane Mihret 
monastery 
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Fig 8. Natural color external mural paining of 
Ura Kidane Mihret monastery from the 13th 
century 

 
The livelihood of the local residents relates to sheep herding, 

trade (souvenir selling, coffee, construction of papyrus reed boats) 
and clothing. Men’s clothes are called Kabba, Bernos and other 
clothes made of shemma and women’s clothes are called Yabasha 
Qemis. The Quemis is decorated by flower, cross and other designs 
tailored by variety-colored trades surrounding the neck and 
descending down to the tip of the Qemis by the front side. The 
architecture of the house is very beautiful, using sustainable 
materials such as wood, stone, grass, mud and straws and is called 
Esate Kella (Marye et al., 2011). Less intrusive agricultural practices 
such as hoe farming takes place in the southern area of Lake Tana.  

Natural attractions relate to vegetation animal, bird and fish 
species. In terms of vegetation, the Zegie peninsula hosts coffee 
plants, papyrus beds from which the “Tankuwa” local boats are 
made. Zegie Peninsula hosts the largest remnant forest covering an 
area of 1238.8 hectares with an altitudinal range of 1780 masl at the 
periphery of the lake with a rich biodiversity. In terms of vegetation 
there is a mosaic and undifferentiated vegetation which promotes 
species richness and diversity.  Its vegetation is considered as 
transition type deciduous to humid ever green forest classified as 
upland dry semi deciduous to ever green forest with a special sub 
type of undifferentiated Afromontane Forest. The flat land, 
particularly where water lies in the rainy season, is grassland with a 
mixture of palatable indigenous grasses and legumes. The marshes 
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support a variety of grasses, sedges and climbers. The mixed forests 
comprise figs, Syzygium guineense, Cordia africana, Albizia spp., 
Diospros mespiliformis, Juniperus procera, Ficus spp. Millettia 
ferruginea, Ehretia cymosa. Albizia schimperiana, Croton 
macrostachyus, Celtis Africana, Ritchiea albersii and rare species of 
Prunus Africana and Podocarpus falcatus and the endemic Millettia 
ferruginea as common trees, a well-developed shrub layer and 
woody climbers.  Reed beds are common such as Typha, 
Echinochloa spp. Grasses and Polygonum as aquatic plants, 
including Nymphaea coerulea (Marye et al., 2011).  

Mammals include the black and white Colombus monkeys, 
hippos at the edges of Lake Tana and in the Blue Nile River, the latter 
being a gem for a tourist who wants to see it in its natural habitat but 
for the residents a threat to cultivated crops, destroying fences, earth 
canals and overthrowing boats. In terms of avifauna over 300 bird 
species have been inventoried in and around Lake Tana (Abraham 
Marye et al., 2011). The best viewpoints for birdwatching from 
southern Lake Tana are in the Zegie peninsula and Rema Island. For 
instance Debre Mariam island alone hosts such birds as: Saddle 
billed Stork, Sandpipers, Cattle Egrets, Sacred Ibises, Egyptian 
Geese, Garganey and Crowned Cranes (Abraham Marye et al., 
2011). The 15 endemic fish species are Labeo barbus, 3 small barbus 
spp, 4 Garra spp, 1 beso sp. Nile Tilapia and 1 African Catfish. 

Although mainly in islands and in the peninsula of southern Tana 
agriculture and fishing is made in a sustainable way, of subsistence, 
manual agriculture by plow, thus in harmony with nature. Especially 
in the case of the Zegie old age forest dwellers who sustainably 
gather fruit such as lemon and oranges, harvest coffee and grow 
sheep and chicken. Nonetheless the overexpansion of the estimated 
300,000 population Bahir Dar City around the lake poses problems 
related to overgrazing, expansion of farmland, development of 
settlements, deforestation hunting and overfishing for commercial 
purposes, referring to the latter especially for the 15 large labeo 
barbus species (Marye et al., 2011).  

Natural attractions represent the primary focus for visitation and 
their quality is of outmost importance for the visit experience. 
Traditionally water-based resources, coastlines and lakes still top 
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tourists’ preferences and the southern area of Lake Tana (fig 9 and 
10) abounds in resources.  

 
Fig 9.  Lake Tana island 

 

 
Fig 10. Southern shoreline of Lake Tana 

 
The natural attractions of the southern area relate to nine islands 

and islets and one peninsula named or Zegie. Thus the three islands 
from the south of Lake Tana are called Debre Mariam, Kibran, Entos; 
those five islets from the south-eastern part are called Bet Menzo, 
Genjaba 1, Genjaba 2, Rema 1, Rema 2; the two islands from south-
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western area are called Gontergie 1 and Gontergie 2. These islands 
are densely forested, home for a wide range of birds, animal and plant 
species, thus making them very good spots for fishing (i.e. Bet 
Menzo), bird (i.e. Gontergie 1, Gontergie 2, Debre Mariam, Entos, 
etc) and animal watching like the hippo colony from the Debre 
Mariam island or the White Colobus Monkeys (Colobus guereza) 
from Zegie. The peninsula of Zegie also hosts coffee plantations. 
Given that land for agriculture and animal rearing are available in the 
Zegie Peninsula governments need to make sure that biodiversity and 
unspoilt nature provide social net benefits and a balance is reached 
between land exploitation and preservation. In terms of access to the 
islands transport is made exclusively by boats and to the Zegie 
Peninsula it is made by both boat and vehicle.  

The most anthropized destination is the Zegie peninsula from the 
study area given the fact that it hosts a community of 6400 persons. 
Its average altitude ranges between 1770-1960 meters above mean 
sea level. Its total area is 1304.31 hectares, and from its total area, 
1214.91 hectares are covered by mixed agriculture (forest and 
coffee) and 62.4 hectares are covered by artificial forest and bushes. 
Annual rainfall is 1160 mm and its annual maximum and minimum 
temperature is 26.7 C and 11.78 C respectively (ANRS, 
Environmental, Protection and land administration Authority, 1996). 
The services of English-speaking local guides are also available in 
this peninsula.  

A trip to the islands of Lake Tana involves a mixed type of an 
authentic touristic experience through the encounter with the local 
craftsmen such the “ecological” icon painters who use natural herb 
colors, the basket weavers, local coffee farmers, priests and monks 
like descended from biblical times, monasteries and churches which 
display valuable artefacts for the history and religion of Ethiopia 
across centuries, a welcoming tea ceremony (fig 11) which all add 
extra flavor to the whole cultural and leisure experience to Lake Tana 
which can only produce that catharsis effect of well-being and 
communion over any common traveller.  

A further sustainable principle that can have a positive impact for 
tourism is the fact that the Lake Tana islands can only be accessed 
by boat thus preventing pollution and disturbance of fauna and flora. 
Only the Zegie peninsula can be accessed by car too. Thus within the 
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study area a percentage of 60% (or 12 attractions which are on the 
peninsula) of the attractions can be reached by boat and vehicle 
whereas 40% (or 8 attractions which are on the islands) can be 
reached only by boat (fig 12).  

 
Fig 11. Coffee ceremony of Zegie Peninsula 

 

 
Fig. 12. Accessibility to attractions 

 
The question of the preservation of these artefacts comes to the 

forefront, given their uniqueness, authenticity and vulnerability 
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eventually given that they are items subjected to the passing of time 
such as glassware, tapestry, sculptures, buildings colored in natural 
color paintings which are prone to damage or erosion. The 
management and preservation of these artefacts is a key challenge 
for the governments and local community as they need to be 
maintained in a good state, intact from one generation to another. In 
some cases Lake Tana artefacts are not properly kept which pose a 
threat to their future integrity. Local and public ownership is an 
important issue to consider when managing these vulnerable 
resources and the role of public and versus the public sector in the 
attractions’ investment and management has become an important 
issue in order to balance the sometimes-conflicting needs of different 
user groups and to increase the quality of the attraction experience 
for all involved parties (Wanhill and Fyall, 2018).  

The tourist experience is also influenced for the better or worse 
according to the ancillary services provided by the destination such 
as accommodation and food. Tourists need a location where to rest 
and revive during their journey. This sector supply can be extremely 
heterogeneous and in the case of the study area referring to the 
southern part of Lake Tana, which falls under Bahir Dar city 
administration the following types of accommodation structures 
have been inventoried on a 33 km range radius from lake Tana’s 
shoreline: star hotels, resorts and lodges and budget hotels amounting 
to 70 structures. At a global scale, hotels hold the highest share of the 
accommodation supply, and this trend also applies in the case of the 
study area. The largest share of the supply is occupied by the budget 
hotels with 51%, the star hotels occupy 40% of the share and the 
resorts and lodges take 9% of the share (fig 13). Budget hotels 
emerge as a response to the changing customer needs and 
expectations (Fyall, 2018) and their importance can be dated from 
the 1980 in the case of the study area, providing lower quality 
services and low-cost accommodation for unpretentious tourists. The 
star hotels following shortly behind on the other hand show an 
increasing need of higher quality services and standards. Resorts are 
found at the opposite end of the budget hotels and provide extra 
services besides accommodation, such as pools for bathing, 
conference halls, spa services, etc. From analyzing the year that the 
different structures of accommodation started to function it resulted 
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that the boom interval was during 2007-2014 when most 
accommodation units started to function, amounting to 26 structures 
with a sudden decrement in the next interval of 2014-2021 when only 
a new structure stared its business (fig 14). Nonetheless until 2014 
there has been a gradual increment starting from the 1980s as the 
graph clearly indicates.   

 
Fig 13. Types of accommodation structures 

 

 
Fig 14. The accommodation structures starting year of operation 

 
The challenge of the higher priced and star accommodation 

providers will be to ensure a clear market differentiation between 
their offer and that of the budget hotels. There is a market who is 
willing to pay considerably more for individualized services 
provided by star hotels. At the level of Europe one can encounter 
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basic accommodation provided by budget hotels branded under 
names such as Formule1, Travelodge, Campanile which tend to 
decrease the gap between star and budget hotels with the provision 
of hot beverage equipment, Internet and satellite TV services which 
basically became the norm for any range of hotel. Nonetheless the 
difference between the two can be driven by their marketing strategy, 
an extremely important issue being that of promotion as budget 
hotels invest less in this aspect versus star and graded hotels.  

In the southern part of Lake Tana belonging to Bahir Dar 
administration seventy accommodation structures were inventoried 
according to the data provided by the Bahir Dar University. The 
accommodation search engines such as Booking.com barely features 
11 properties in Bahir Dar mainly featuring three and four-stars 
hotels, two backpackers lodge and one B&B whereas TripAdvisor 
features over eighty heterogeneous properties in Bahir Dar ranging 
from star hotels, ungraded hotels, camping sites, guest houses to very 
traditional eco-friendly lodges (i.e. Blue Nile Camping).  

In a UNESCO Biosphere Reserve such as that of Lake Tana 
pollution and environmental degradation associated to 
accommodation obviously pose a threat for this water resource. At 
the beginning of the paper environmental issues associated to the 
lake were mentioned as a result of the human impact, which 
perturbates the lake’s ecosystem balance. Certain world tourist 
destinations have activated all sorts of water conservation measures 
such as for instance the chain hotel Holliday Inn in Phuket which has 
its own water treatment plant and uses the treated wastewater in the 
hotel’s garden and leisure facilities (Fyall, 2018). Issues such as 
water conservation, energy use, waste disposal need to be properly 
addressed for a sustainable functioning of the accommodation 
industry.  

Besides accommodation, the food and beverage sectors play an 
important role in the overall tourist experience. Therefore food and 
beverage supply was also analyzed for the current study through an 
inventory of the restaurants and cafes from the southern part of Lake 
Tana belonging to Bahir Dar administration. Outlets can include 
public and private sector establishments and can vary from small, 
independently owned units to large, multi-national or transnational 
corporations (Davis et al., 2018). In the case of Bahir Dar there are 
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many traditional food serving restaurants located on the Lake shore 
(fig.15) such as ingera which serves both as a kind of spongy sour 
flatbread and an eating utensil as well as locally fished fish.  

 

 
Fig 15. Restaurant in Bahir Dar on Lake Tana seashore 

 

 
Fig 16. Food and beverage supply. Cafes and Restaurants 

 
The food and beverage supply from the southern part of Lake 

Tana and pertaining to Bahir Dar administration counts 133 
establishments among which 78 units or 60% belong to restaurants 
and 53 units or 40% belong to cafes (fig 16). As part of the tourist 
experience, the meal can leave a memorable imprint in the memory 
of the traveller when in a destination. Nonetheless providers need to 
understand the importance of offering the right services in this sector 
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as return customers rely especially on the quality services they are 
provided with in line to their preferences. Therefore the service 
facility should meet the customer’s expectations. Market 
segmentation plays a key role into providing the right product and 
service, in this sense it is important to know who the customers are 
and which are their preferences. Around the world restaurants can be 
classified according to certain criteria such as: local or national 
cuisine, ingredient dominated focusing on a single dominant 
ingredient, theme, healthy options especially for the vegan and 
vegetarian customers, cooking style or chef centric (Davis, 2018). 
The right service is provided when the market has been studied and 
adjusted to its needs. 

By a search on TripAdvisor the Bahir Dar restaurants amount to 
16 units versus a much wider supply as showed by the inventory 
work and provided by the Bahir Dar University dataset. Therefore 
this supply is less advertised on this tourism services’ search engine 
versus the existing supply. Cafes are also predominant around Lake 
Tana with a share of 40%.  
 
3.1. TOURISM AREA LIFE CYCLE OF SOUTHERN LAKE TANA 
 

 
Fig 17. Southern Lake Tana Tourism Area Life Cycle Analysis 
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 The tourism area life cycle analysis (Butler, 2006) led to the 

establishment of the tourism development stage in the southern area 
of Lake Tana based on available data referring both to supply and 
demand (fig 17). In this prospect the accommodation and food and 
beverage supply were interpreted and used as well as the tourism 
demand. The exploration stage of tourism at Lake Tana starts with 
an entrepreneur from Gondar who settled a small pub called Tij Bet. 
Further on it continued with the post Italian occupation when during 
the 1957-1975 the Nagigatana Company improved access through 
boats at important religious and biodiversity resources found in the 
islands of Lake Tana and its surrounding areas, thus the port of Zegie 
was built in 1957, yet during the mid-1960 and 1970 the lack of peace 
and stability around Lake Tana affected tourism activity drastically 
so that from 1967 to 1977, during the Derg period tourism visitation 
was almost inexistant, only reviving after 1977 (Getahun and 
Yeshanew, 2016). At this stage we can encounter individual tourists 
with no specific facilities provided for tourists also referred to 
allocentrics or spontaneous and adventurous tourists in search of 
remote and exotic places. The involvement stage occurred after the 
1970s along with the first facilities for accommodation and food and 
beverage recorded in 1980 and 1970 respectively such as Ghion and 
Tana hotels. In 1984 already 12000 foreign tourists could be counted 
at Lake Tana visiting for mostly business and leisure (Getahun and 
Yeshanew, 2016). In 2009 there were 52 food and beverage units and 
26 accommodation facilities in 2014. The demand side was growing 
steadily so that from 1990 to 2002 an estimated mean annual number 
of tourists could be settled of 8350 domestic and 4389 international 
tourists, thus summing 12739 tourists over a twelve-year period. 
Advertising mostly occurs for the religious and historical heritages 
of Zegie peninsula attractions, Debremariyam and Kibran Gebreal 
islands so that an initial market area of visitors is defined at about 
12739 tourists over a twelve-year period (i.e. from 1990 to 2002) to 
the entire Lake Tana. The demand splits into 8350 domestic and 4389 
international tourists which is an estimated mean annual number of 
tourists as provided by the study of Marye et al. (2011). The 
development stage peaked in 2012 when Lake Tana was granted the 
title of a UNESCO heritage site and thus gained a lot of international 
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visibility. The preceding year study of an interdisciplinary corpus of 
experts added value to geography and tourism studies related to Lake 
Tana entitled Lake Tana Tourism Destinations Management and 
Networking Development Plan whose purpose was to is to lay out 
the vision and philosophy for sustainable tourism development and 
management activities of Lake Tana so that it can serve as a guide 
and facilitate  conservation, management and utilization document 
of the tourism resources (Marye et al., 2011). At this stage a well-
defined tourist market area is shaped with 436,316 total tourists, of 
which merely 1,134 international tourists, which define an internal 
tourist market in full development. The consolidation stage started 
with the emergence of first modern all-inclusive resorts appeared 
after the 2000s, namely the Blue Nile Resort in 2004, the Grand 
resort and spa in 2007 and the Sky resort in 2014. At this stage natural 
and cultural attractions are developed and marketed specifically and 
environmental and conservation policies for Lake Tana are 
implemented. 

 
CONCLUSIONS   
 
The results related to the in-depth analysis of the tourist supply from 
the southern area of Lake Tana indicates that the attractions’ supply 
concentrated in southern part in a percentage of 28,3% versus its 
central and northern counterpart (fig 3), so analyzed from the angle 
of the natural and man-made attractions the southern Lake Tana area 
holds an important share.  

The southern area of Lake Tana is also well equipped for tourism 
facilities with a preponderance of the food and beverage sector which 
prevails with 59% of the share, followed by accommodation with a 
share of 32% (fig 18). This indicates a predominance of these 
services’ sector summing together 91% of the share, the rest of 9% 
being represented by the man-made (i.e. 5%) and natural attractions 
(i.e. 4%), which indicates a much higher coverage of facilities versus 
the attractions’ supply. The man-made supply relates mainly to 
religious sites and handicrafts whereas the natural supply provides 
unique landscapes on the islets of Lake Tana relating to wild flora 
and fauna such as hippo colonies in their natural setting, coffee and 
avocado plantations, etc.  
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Fig 18.  The share of attractions and facilities in the southern area of 
Lake Tana 

 
From the perspective of the supply side which was the focus of 

the current paper it is important for the service providers to consider 
striking a balance between the supply and demand. By this research 
we found which is the supply around an important world-scale 
lacustrine reserve as a baseline for future potential studies following 
certain patterns and target markets. In the case of such a continuation 
an interesting approach would be to see if the supply meets the 
demand in the studied area. The supply side is faced with important 
maintenance costs, fixed costs as taxes, heating costs, permanent 
employees’ salaries etc or variable costs (seasonal employees, 
advertising, etc) (Weaver and Lawton, 2014). The challenge of 
entrepreneurs in tourism services related to Lake Tana is to narrow 
the gap between supply and demand, since according to this paper’s 
results supply is obviously in abundance especially related to the 
accommodation and food and services facilities and accordingly to 
narrow it as much as possible.  

Referring to attractions’ accessibility, it came out that all 
mainland-based attractions can be reached by vehicles and all water-
based attractions can be reached by boat exclusively. The islands and 
peninsulas are reachable by boat as well as the religious attractions 
found within. Existing boats can transport up to 200 people on 
distances ranging from 16 to 100 km on Lake Tana.  
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Thus, we can state that the southern part of Lake Tana features 
the necessary supply for tourism to occur properly in the study area, 
nonetheless with a big gap between Lake Tana’s tourist attractions 
on one side and the tourist facilities on the other side (i.e. the latter 
being prevalent). This gap could be narrowed by complementing the 
southern Lake Tana’s attractions’ supply with the nearby attractions 
belonging to Bahir Dar City to keep the tourist for a longer period 
around this UNESCO heritage destination.  

The tourism area life cycle referring to Lake Tana reached the 
development stage heading towards an incipient consolidation stage 
through the product differentiation into new fully fledged resorts.  
 
 
REFERENCES 
 
UNWTO (2021) World Tourism Barometer – Statistical Annex, 

World Tourism Organization.  
Bires Z and Raj S. (2020) Tourism as a Pathway to Livelihood 

Diversification: Evidence from the Bisphere Reserves, Ethiopia, 
Tourism Management 81 

Butler R. W. (2006) The Tourism Area Life Cycle: Applications and 
Modifications, Vol 1, Aspects of Tourism: 28, Channel View 
Publications  

Damtie Y.A., Mengistu D.A., Meshesha D.T. (2021) Spatial 
coverage of water hyacinth (Eichhornia crassipes (Mart.) Solms) 
on Lake Tana and associated water loss, Heliyon 7 

Wondie A. (2018) Ecological Conditions and Ecosystem Services of 
Wetlands in the Lake Tana Area, Ethiopia, Ecohydrology and 
Hydrobiology 18, 231-244 

Minychl G. Dersseh , Aron A. Kibret,, Seifu A. Tilahun, , Abeyou 
W. Worqlul , Mamaru A. Moges, 

Dessalegn C. Dagnew , Wubneh B. Abebe and Assefa M. Melesse 
(2019) Potential of Water Hyacinth Infestation on Lake Tana, 
Ethiopia: A Prediction Using a GIS-Based Multi-Criteria 
Technique, Water, 11, 1921 

Muluken L. Alemu, Muhabe Geset, Hassan M. Mosa, Fasikaw 
Atanaw, Mamaru A. Moges, Shree K. Giri, Seifu A. Tillahun, 
Essayas K. Ayana,  Assefa Melesse and Tammo S. Steenhui 



TOURISM 
 

122 
 

(201) Spatial and Temporal Trends of Recent Dissolved 
Phosphorus Concentrations in Lake Tana and its Four Main 
Tributaries: Trends of Dissolved Phosphorus Concentrations in 
Lake Tana, Land Degradation and Development, 28(5) 

Goshu G. and Zelelew S.A. (2017) Problem Overview of the Lake 
Tana Basin, in Social and Ecological System Dynamics (Eds. 
Stave K., Goshu G., Aynalem S.), Springe 

Getahun B.T. and Yeshanew I.A. (2016) Historical Survey of 
Tourism Industry in Ethiopia and its Potential for economic 
Development: The Case of Lake Tana Region, The International 
Journal of Business and Management, vol 4, issue 2 

Worku M (2017) Lake Tana as Biosphere Reserve: Review, Journal 
of Tourism and Hospitality, vol 6, issue 5 

Fletcher J., Fyall A., Gilbert D., Wanhill S. (2018) Tourism, 
Principles and Practices, Sixth Edition, Pearson 

Wanhill S. and Fyall A. (2018) The tourism Sector – Attractions, in 
Fletcher et al (Eds.), Tourism, Principles and Practices, Sixth 
Edition, Pearson 

Fyall A. (2018) The Tourism Sector – Accommodation, in Fletcher et 
al. (Eds), Tourism, Principles and Practices, Sixth Edition, 
Pearson 

Davis B., Lockwood A., Alcott P. and Pantelidis I. (2018) Food and 
Beverage Management- Sixth Edition, Routledge 

Marye Abraham, Atenafu Negash, Misgan Yohannes, Adugna 
Fekerete, Amsalu Gedefaw and Demesie Dametie (2011) 
Tourism Destinations Networking Development Plan for Lake 
Tana and its Vicinities. Zero Draft, ANRS, Bureau of Culture, 
Tourism and Parks Development, Bahir Dar Ethiopia. 

Weaver D. and Lawton L (2010) Tourism Management, Wiley 
 

 
 
 
 
 
 
 
 



TOURISM 
 

123 
 

THE LIFE CYCLE STAGE OF BEIUȘ MUNICIPALITY AND 
ȘTEI TOWN AS SPEARHEADS FOR THE THERMAL 
REGIONAL TOURISM DEVELOPMENT, BIHOR COUNTY, 
ROMANIA 
 

Corina-Florina Tatar1 
Ribana Linc 

Maria Gozner 
Zoran Ivanovski 

Anemona Filip 
Filimon Aurelian Claudiu 

 
Abstract 
The geothermal potential of the towns of Ștei and Beiuș and their evolutions as spa-
towns feature a development evolution whose tourist potential rely on the recent 
geothermal waters’ capitalization as a spearhead for regional development. Both 
localities from western Romania were declared tourist resorts based on numerous 
favorable premises, among which the thermal waters for both curative and leisure 
purposes. The tourist evolution of the two town spa resorts occurred differently in 
terms of supply and demand and in terms of the thermal water consumption and 
applying Butler’s tourist life cycle concept both resorts are found at the development 
stage. An inventory of tourist attractions, both natural and man-made has been 
accomplished, as well as its tourist infrastructure such as operational leisure, catering 
and accommodation facilities for the supply side. To reveal the tourist consumption 
pattern in the two spa-towns secondary data referring to tourist arrivals has been 
analysed. All these surveyed elements allowed a comparative analysis of two 
engendered small towns on their rise to tourism development and a highlight of their 
tourist development stage through the geothermal water capitalization.   
 
Keywords: thermal waters, Beius, Ștei, development stage, supply analysis, tourist 
arrivals, tourism area life cycle 
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INTRODUCTION  
  
The urban axis of the Beiuș depression consists of four towns, 
namely Beiuș, Ștei, Vascău, Nucet, which run along the Crișul Negru 
river and are crossed for a length of 30 km by the European national 
road DN76 / E79. Of these, two cities that have received the status 
of tourist resort of local interest since 2020, namely Beiuș and Ștei 
are the targeted topic of the current study.   

The towns of Beiuș and Ștei are located in the intramountainous 
depression of Beiuș (fig. 1), drained by the Crișul Negru River, 
which along with the bordering hilly and mountain range is known 
in the Romanian ethno-cultural, rural and mental space as the Land 
of Beiuș. 

On a regional or national scale, the two cities are similar 
demographically of 8,000 and 11,000 inhabitants, but on a local scale 
the differences are revealed differently. On the economic, sanitary, 
cultural, commercial and touristic segment, Beiuș is on a higher 
hierarchical level, being the traditional polarizing center of the Beiuș 
depression as a whole (Filimon, 2012). 

Fig 1. Limits of Beius Depression. Beius and Stei and their tourist facilities 
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The two cities with tourist resort status have a favorable position 
potential because they are located along the national road DN 76 
(which is also a European road - E79) that connects the west with the 
center of Romania and they act as a turntable for everything that 
belongs to mountain tourism that takes place in the adjacent 
mountains. Furthermore, the city of Beiuș is located at the junction 
of the roads leading to the Stâna de Vale mountain resort on the 
county road DJ 764 and the interesting karst area of Padiș on county 
road DJ 763 of the Bihor mountains and the town of Ștei is relatively 
close to the karst plateau Vașcău from the Codru-Moma mountains 
on the European road E79 which splits into DJ792 B which ensures 
the connection with this area. 
 
1. METHODOLOGY AND AIM 
  
The current paper relies on secondary data time series provided by 
the National Institute of Statistics of Romania for the elaboration of 
the analysis related to the accommodation supply, more precisely the 
accommodation number of structures and places for the interval 
1990-2021 and of the tourist arrivals’ analysis during the interval 
2002-2021. For the catering supply inventory the tool of Google 
Maps as well as field surveys were used to identify the facilities in 
both urban centres. For the visitor attractions and entertainment 
supply the most visited attractions for Beiuș were identified from the 
Municipality’s official website and for Ștei a data sheet with the most 
important tourist attractions was laid at our disposal by the Town 
Hall of Ștei administration.     

The secondary data were organized into a dataset and charts 
revealed the study results.  

GIS maps tool was also used for the elaboration of the tourist map 
of Beiuș depression with a focus on Ștei and Beiuș tourist resorts.  

The aim was to highlight the tourism area life cycle stage attained 
by Ștei and Beiuș resorts from the perspective of their thermal 
production based on the tourism supply and demand inventory and 
analysis of the two urban centres.  
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2. RESULTS AND DISCUSSIONS  
2.1. The attractive resources of the natural setting 
 
The natural framework of the Beiuș depression is the result of the 
tentacular penetration of the Western Plain into the mountain range 
of the Apuseni Mountains, a phenomenon known in the Romanian 
geographical literature as the "gulf-depression", and in the geological 
one as the "western neogene basin". Overall, the depression connects 
two large relief units in the shape of an amphitheatre open to the 
northwest in which the central part is represented by the asymmetric 
corridor of the Crișului Negru River (Berindei, 1977; Geografia 
României, 1992; Filimon, 2012). 

From the point of view of tourism development, there is a certain 
gap between the tourist potential and its capitalisation (not 
necessarily of the two towns, but rather of the entire depressionary 
space). The mountain range that engulfs the Beiuș depression is 
formed by the Pădurea Craiului, Vlădeasa, Bihorului mountains on 
the north-eastern rim and the Codru - Moma mountains on the south-
western rim, being at a short distance from the study area of the 
current paper. It is endowed with first-hand natural tourist resources, 
well known in the central European area (Hungary, Poland, Czech 
Republic, Slovakia etc.). 

In the mountainous area bordering the Beiuș depression, the karst 
areas of the Bihor mountains stand out (i.e. the Padiș endoreic basin 
with numerous superlatives recognized in the speleological world) 
and the Codru - Moma mountains with the Vascău karst plateau, as 
well as the bioclimate potential (i.e. Stâna de Vale mountain climatic 
resort stands out known for negative aeroionization). To these the 
biogeographic features add up defined by the existence of very 
spectacular extensive forest massifs and numerous natural reserves 
such as the great ravine Groapa Ruginoasa or the Cetățile Ponorului 
in the Bihor mountains, included in protective superstructures, such 
as the Apuseni Natural Park and Natura 2000 sites. 

The specialized literature is very rich and features in detail all the 
natural tourist resources mountain components within various 
research works (Berindei, 1977; Bleahu, Bordea, 1981; Godea, 1981; 
Roșu, 1993; Cocean, 1995; Ștefănescu și colab., 2001; Petrea, 2004; 
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Gaceu, 2005; Filimon și colab., 2010; Filimon, 2012; Linc și colab., 
2011; Vlaicu și colab., 2016; Orășeanu, 2016, 2020 etc) 

The depression area of Beiuș is featured as a tentacular penetrated 
plain bay, deep between the hills and is characterized by the 
existence of a wide meadow and six levels of terraces covered with 
secondary steppe meadows or some hygrophilous elements along the 
watercourses (Geography of Romania, 1992). Here, the natural 
tourist potential is not particularly noticeable except for the presence 
of geothermal waters. 
 
3.1.1. Geothermalism - a hot-spot for the development of tourism in 
the Beiuș Depression 
 
Statu quo. In Romania, against the background of a world energy 
crisis foreshadowing the exploration of crude oil and natural gas 
resources began in the 1960s, with some hydrothermal deposits being 
discovered following geological prospecting for hydrocarbons. 

In western Romania, the thermal waters sources of the Apuseni 
Mountains are associated with two geothermal provinces. Of interest 
for this study is the regional province located on the border with the 
Western Plain, known for the high geothermal flow due to the high 
position of the earth's mantle (Felix - 1 Mai area and the western 
Neogene basins of Borod on Crișul Repede, Beiuș on Crișul Negru 
and Zarand on the Crișul Alb Rivers). Of these, the Beiuș basin is the 
area with the most hydrothermal springs and sums up the necessary 
conditions for the presence of high temperature thermal waters (i.e. 
foundation with productive collecting rocks and great depths) 
(Orășeanu, 2016, 2020). 

In the resort town of Beiuș, the geothermal reservoir was revealed 
between 1995 and 1996 by a well that reached a depth of 2576 m. 
Currently, two mining wells are in operation here (since 1996 and 
2004) with a wellhead water temperature between 750 - 840C and a 
reinjection well/probe (Roșca, Antics, 2003; Bendea et all, 2013). 

As for the resort town of Ștei, there are two boreholes for 
geothermal water: borehole F3010H located in the vicinity of the 
weather station Ștei and borehole F3002H located in the area of the 



TOURISM 
 

128 
 

Avram Iancu Ștei National College, dug in 2001 at 1300 - 1500 m, 
with artesian discharge, with a temperature of 520C)1.  

The main uses of geothermal waters lie in the use of geothermal 
energy and the use of thermal water. In order to optimize the use of 
the geothermal potential, the direct use of the geothermal water 
energy from a geothermal well/probe by more serial-connected 
beneficiaries, each using as the primary heating agent the discharged 
thermal wastewater by the previous consumer. For example: 
electricity production - space heating - domestic hot water 
preparation - wood drying - greenhouses - animal husbandry - 
aquaculture - balneology - waste heat recovery using heat pumps 2. 

In Bihor County, geothermal water was experimentally used in 
fish farming (at Livada de Bihor for fish nursing in thermal water in 
the 1980s), in agriculture (for heating some greenhouses in the city 
of Oradea, the villages of Roșiori, Livada de Bihor, Toboliu - 
currently they are still in operation). On a larger scale, geothermal 
water is used to heat blocks of flats or institutions in the cities of 
Oradea, Beiuș, Marghita, Săcueni, the village of Livada de Bihor, but 
the most common and well-known uses are in balneology within 
treatment facilities such as those of Băile Felix, 1 Mai resorts and 
Oradea municipality, Marghita and Aleșd and Sarcău towns and for 
leisure (along with the locations already mentioned, in the 
countryside there are several thermal pools in Tămășeu, Livada de 
Bihor, Sînnicolau de Munte, Mădăras, Chișlaz). 

In Beiuș, the main use is that of home heating, for a long time 
being the locality with the lowest price per gigacalory in the country 
following the implementation of the "Beiuș - geothermal city" 
project. Gradually, the foundations were laid for the thermal water 
use for leisure, in 2004 the first thermal pool was put into operation. 
From 2021, the use of thermal water has diversified by using it in the 

 
1https://www.primariastei.ro/consiliul%20local%20stei/Hotarari%2

0ale%20Consiliului%20Local/hcl%202020/hcl%20205%20ind
icatori%20geotermala.pdf 

2 https://ames.ro/energia-geotermala/ 
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cosmetic industry in the form of a spray: Beyus - thermal water from 
Transylvania1. 

In the town of Ștei, until recently, there was no obvious interest 
in the tourism exploitation of this natural resource. 

After the immense success known by the nearby Nymphaea 
Aquapark in Oradea (opened in 2017), but especially due to the new 
European funding opportunities, recently many local and national 
administrations have submitted the documentation to get the tourist 
resort status (of local or national interest). 

Taking advantage of the existence of geothermal deposits, nine 
administrative-territorial units of Bihor County got the local interest 
tourist resort status between the years 2020 - 2022, among which the 
towns of Beiuș and Ștei received this status in 2020. 

In the resort town of Beiuș, it is planned to build a balneoclimatic 
aqua park with four thermal water pools, three hotels with an 
accommodation capacity of 300 places intended to provide the aqua 
park spa treatments and accommodation for the mountain tourism 
that takes place in the mountains nearby. 

Regarding the resort town of Ștei, the local administration aims 
to implement two projects "Pool leisure area" and " Planning of Lake 
Ștei leisure area". The main thermal water use aims to heat some 
institutions (the town hospital, school units), but the leisure and 
balneation part is not neglected either through the building of the 
swimming pool, the city pool park, the balneological center2. The 
favorable premises that led to the declaration of Stei as a town-spa 
resort relate to an important geographical transit position, the 
capitalisation of thermal waters, existence of accommodation and 
ancillary services, the existence of old historical monuments, 
opportunities provided for the development of an industrial park due 
to low fiscal taxes.  
 
 

 
1 https://start-up.ro/beyus-cosmetics-afacerea-care-a-dat-putere-
apei-din-transilvania/ 
2 https://www.bihon.ro/stirile-judetului-bihor/de-la-lemne-la-

geotermal-primaria-stei-are-licenta-sa-exploateze-apa-
geotermala-3963431/ 
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2.2. Supply and demand in Beiuș and Ștei tourist resorts 
  
To understand the stage of tourism development we carried out an 
inventory and analysis of the tourist accommodation, catering, 
entertainment and visitor attractions supply from both Ștei and Beiuș 
towns and have also drawn a compared analysis of the demand side 
whose results are discussed and analysed below. The natural 
component of thermal waters existence allowed the two urban 
centres’ tourist resort status obtention where the tourism supply and 
demand analysis play a crucial role and allowed to understand how 
they evolved progressively on the path of tourism development.  

The tourist product is a combination between the tourist 
attractions and the tourism industry, the former relating to natural 
and man-made attractions and events (Weaver and Lawton, 2014) 
and the latter to their supportive background such as food and 
beverage sector, accommodation, and entertainment facilities. The 
accommodation sector is a core focus for analysts because it draws 
the largest expenditures during the trip and adds value to the tourist 
experience through the ancillary services it provides, besides mere 
shelter. Many have diversified their accommodation supply also 
providing food, beverage and spa services in order to keep the 
tourists as long as possible within their premises. At a global scale 
the estimates made by the Hotel and Restaurant Association say there 
are 500000 hotels and 10 million restaurants employing 100 million 
people (Page, 2019).  

The accommodation as a product may feature a series of 
characteristics such as accessibility, facilities, service level, image, 
price and incentives for repeat customers (Page, 2019).  

Beiuș and Ștei resorts are at the inception of their tourist 
production with very few accommodation structures. They feature a 
quite unitary development in terms of accommodation units, Beiuș 
municipality taking the lead since 1990 with 2 accommodation 
structures whereas Ștei town owned only one structure in 1990. 
Further on since the year 2000 onwards they followed the same 
pattern with one structure so that after 2020 both resorts own five 
accommodation structures (fig 2) with over 100 places each. The 
accommodation facilities from Ștei are quite diversified with a 
hostel, two guesthouses and rooms within the two school boarding 
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houses with a total capacity of 110 places in 2021. The 
accommodation places in the resort of Beiuș amount to 117 in 2021. 
Both resorts followed an ascending trend since 1990, the town of Ștei 
leading the sector with 121 places in the year 1990 while Beiuș 
municipality only had 51 places in the same year. In the year 2021 
the accommodation places are unitary for both resorts with 117 
places in Beiuș and 110 in Ștei (fig 3).  

 

 
Fig 2. Number of accommodation structures in Beiuș and Ștei 

 

 
Fig 3. Number of accommodation places in Beiuș and Ștei 
Source: National Institute of Statistics of Romania, City Hall of Ștei 

 
 

51

25

25

115

117

121

84

82

110

110

0 50 100 150

Year 1990

Year 2000

Year 2010

Year 2020

Year 2021

Ac
co

m
m

od
at

io
n 

Pl
ac

es

 ORAS town BEIUS municipality



TOURISM 
 

132 
 

The tourist supply also includes the catering sector at which both 
Beiuș and Ștei take the lead in all the supply analysis, compared to 
accommodation and attractions. Therefore in Beiuș resort we have 
50 food and beverage structures among which 35 belong to 
restaurants and 15 belong to bars and cafes (fig 4). In the case of Ștei 
its food and beverage supply amounts to 30 structures among which 
22 belong to restaurants and 8 belong to bars and cafes (fig 5). The 
inventoried supply consists of cafes, pizzerias, bars, pubs, cafeterias, 
coffee shops, fast-foods, modern and classy restaurants. Due to the 
fact that the food and beverage inventory is stored with the Chamber 
of Commerce of Bihor County under the national economy 
activities’ classification (i.e. CAEN code in Romanian) with the 
codes 5610 for restaurants and 5630 for bars and other beverage 
services, the selection of firms operating under these codes is not 
conclusive because a single firm may operate under more CAEN 
codes, such as 5610 or 5630 but it may not be their priority activity 
and not even functioning with this purpose. For instance, at the level 
of Beiuș municipality we found 69 firms operating with these two 
afore-mentioned codes but it is uncertain if this is their main activity 
or some other CAEN codes which they operate under are their main 
activity. In order to avoid the confusion, we resorted to localising the 
food and beverage structures by the tool of Google Maps for both 
Beiuș and Ștei resorts.  

 

 
Fig 4. Food and beverage supply in Beius              
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Fig 5. Catering supply in Stei 

 
Further on visitor attractions play a primordial role of the tourist 

experience being at the heart of the tourism industry and as main 
drivers and motivators for taking a trip in the first place. They bring 
extra flavour to a destination through their uniqueness, quality and 
authenticity. In the case of Ștei town there is a totalitarian man-made 
heritage (Tătar et al, 2021) prevalent throughout the town which 
confers it authenticity and makes it stand out versus its counterpart 
Beiuș. Ștei leads with 17 visitor attractions (fig 8) ranging from the 
natural ones related to the geothermal aquifer, a lake as driver to 
man-made attractions related to a memorial house, statues, fountains 
and totalitarian architecture buildings. The natural visitor attractions 
from Ștei relate to the river of Crișul Negru, the geothermal waters 
and a lake (fig 6). The latter is located at the outskirts of the town and 
spreads over a densely Douglas pine and oak trees-forested area of 
33.102 sqm. From the lake starts an 8-hour trekking route to Șaua 
Vârtop, an itinerary marked by Salvaspeo Bihor, a branch of the 
Bihor County Mountain Rescue Service, based in Ștei. The trekking 
route touches picturesque spots such as average peaks, trails, oak and 
pine forests, springs, limestone areas and natural erosion pits (Traseu 
Ștei - Șaua Vârtop: bihorinimagini.ro). It starts from an altitude of 
275 m at the lake and reaches up to 1475 m in Țapu Peak.  
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Fig 6. The Lake of Ștei 

 

 
Fig 7. The sports hall of Ștei 

 
Beiuș on the other hand features a lower number of visitor 

attractions amounting to 14 (fig 8) which mainly refer to an 
ethnographic museum, statues and old churches1. The current 
inventory targeted the visitor attractions that have the highest impact 
and attractiveness for tourists, being not exclusive.  

The entertainment sector is the most important for the research 
since it targets directly the capitalization of the natural resources of 
geothermal waters and in this sense Beiuș municipality leads the way 

 
1 https://www.primariabeius.ro/pagina/monografia-turistica-a-
municipiului-beius 
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with the two water pools named Gossip and Laguna, but only the 
latter capitalizes the thermal water for tourist purposes. Further on 
other entertainment facilities relate to parks with kids’ playgrounds.  

In Ștei the geothermal water is not capitalized for tourism yet, the 
local administration also owns a pool and plans to build a balneology 
complex for the geothermal water capitalization (Bursașiu, 2020). 
Other entertainment facilities from Ștei refer to Crystal Pool, but not 
heated with thermal water and a sports hall and ground (fig 7).  

Between the two analysed resorts, Beiuș has a lead in terms of 
geothermal use and capitalization, as it started drilling and 
discovering the geothermal waters since 1995 and further on started 
exploiting it for the central heating of the municipality during 2002-
2004. The probe F3001 drills water from up to 2640 m deep, whose 
temperature rises up to over 800C. Annually, Beiuș municipality 
consumes more than 200.000 Gcal which are exclusively used from 
the geothermal resources which makes it a green city. It also plans to 
build a geothermal water park with four pools among which an 
Olympic one, one for polo, leisure and kids.  

 

 
Fig 8. The tourist supply in Beius and Ștei in 2021 
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Fig 9. Tourist arrivals from Beiuș and Ștei during 2001-2021 

 
Therefore, ranking all the supply services hierarchically the lead 

is held by the catering sector for both urban centres of Beiuș and Ștei, 
followed by the visitor attractions, the accommodation and 
entertainment facilities (fig 8). Hence the best covered sector is the 
food and beverage one, somehow showcasing a very entrepreneurial 
local society and which surely counts a lot in the whole tourist 
package, nonetheless some of the main drivers for tourism still need 
improvement such as the sector of entertainment, but this 
shortcoming is compensated by the ongoing leisure-related projects.  

In the tourism analysis both supply and demand are like ying and 
yang, they are interdependent and attempting to balance the two parts 
is the focus of most tourism entrepreneurs. So matching supply with 
demand is a desirable aim for the tourism business or narrowing this 
gap the greatest possible.  

Demand relates to tourists who consume visitor attractions 
visually, make use of the accommodation and entertainment facilities 
and physically consume the food and beverage supplies. Demand has 
been defined in many ways, irrespective of its multiple definitions it 
basically revolves around tourists. The main elements of the tourism 
demand relate to effective or actual demand which is the number of 
people who participate in tourism, suppressed demand or the 
potential demand and no demand. Demand is triggered by economic, 
social-psychological and exogenous determinants (Page, 2019).  

As stated above matching supply and demand is a key for the 
evolution of this industry therefore the current paper approached both 
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angles of the supply and demand. According to the chart below and 
analyzed statistics from the National Institute of Statistics of 
Romania it came out that both Ștei and Beiuș had their hay days 30 
decades ago, namely in the early 2000 both resorts numbering over 
1000 tourists with a higher propensity in Ștei, i.e. 1342 arrivals in 
2001, further on in the years 2010, 2020 and 2021 demand in Ștei 
and Beiuș witnessed a continuous drop.  

By analysing the accommodation supply and demand along the 
interval 1990-2001 for the accommodation supply and since 2001-
2021 for the arrivals we can note some disproportions when 
matching supply and demand. The most balanced years between 
supply and demand were 2000 and 2021 with an over preponderance 
of the demand in Beiuș where there were 25 accommodation places 
and 1025 arrivals and in Ștei there were 84 places which hosted 1342 
tourists (fig 9). For the following years 2010, 2020 and 2021 the 
analysis is hindered by the lack of available statistical unitary data 
for both resorts, some statistics missing for either Beiuș or Ștei, but 
nonetheless it shows a general decrement of arrivals and a stagnant 
supply. For instance in the case of Beiuș it shows an oversupply 
versus demand with 117 places available in 2021 and 334 arrivals 
throughout the year. So currently demand indicates a low tourist 
consumption pattern in these two urban centres an implicitly an 
oversupply versus demand. Nonetheless we should take into 
consideration that the effective number of tourist arrivals has not 
been transmitted to the National Statistics Institute, a situation also 
encountered for the arrivals number.   

The analysis of the supply and demand allowed the elaboration 
of the life cycle of tourism development of the two resports from the 
perspective of geothermal waters capitalization and consumption (fig 
10).  



TOURISM 
 

138 
 

 
Fig 10. Tourism Area Life Cycle of Beiuș and Ștei from the prespective of 
thermal waters capitalisation apud Butler (2006) 

 
The thermal capitalization of waters occurred differently for the 

two urban centres, in the case of Beiuș municipality it took place 
during 1995-1996 with the exploration stage of the prospcting works 
for thermal water identofication and found at temperatures of 75º and 
88ºC and in Ștei town it took place in 2001 when the thermal waters 
were explored and found at temperatures of 52ºC, therefore the latter 
inferior to that of the former. Ștei’s thermal water capitalization for 
tourism is currently inexistant, but locals bathe in the 52ºC running 
thermal water borehole site (fig 11), despite no existing facilities or 
infrastructure. Nonetheless intense works are taking place at the 
thermal water treatment centre which is still under construction in 
Ștei (fig 12). This stage characterizes the exploration phase of 
thermal waters tourist capitalization.   
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Fig 11. Thermal waters source from Ștei 

 

 
Fig 12. Thermal treatment complex of Ștei 

 
The involvement stage represents the beginning of providing 

facilities primarely for visitors (Butler, 2006) and locals.  In the case 
of Beiuș this stage started earlier during 2002-2004 when the 
municipality capitalized thermal waters for central heating, thus 
becoming an entirely green city from this perspective and in 2004 it 
opened the first thermal water pool in Beiuș. In Ștei the involvment 
stage occurred only in 2021 when the townhall authorities started 
building the treatment facility. The development stage continues 
with the declaration of both Beiuș and Ștei as local interest tourist 
resorts based on their thermal resources in 2020. The accommodation 
supply started subsequently to increase and diversify to over 110 
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paces in Ștei and to 115 places in Beiuș urban resorts. There are many 
projects for the capitalization of the termal waters in the future, in the 
case of Beiuș a balneoclimateric geen complex is foreseen with the 
building of hotels and four pools with purposes for water sports, 
leisure and cure. In the case of Ștei in 2021 an ample project is 
foreseen to develop which consists of the building of a recovery 
hospital/health treatment facility based on thermal waters, 
accommodation facilities and a covered pool for cure purposes.  
Furtheon in the thermal waters of Beiuș are also capitalized in 
cosmetics with the item Beyus thermal water spray released on the 
market (fig 13,14).  

 

 
Fig 13. Thermal water from Transylvania 
source: https://beyuscosmetics.com/ro/ 

 

 
Fig 14. Beyus - thermal water 
spray on the stores’ bookshelves 
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CONCLUSIONS 
 
The favorable premises that led to the declaration of Beius and Stei 
as a town-spa resorts relate to an important geographical transit 
position, the capitalisation of thermal waters, existence of 
accommodation and ancillary services and the existence of old 
historical monuments. Their biggest asset relate to the thermal waters 
whose capitalisation started earlier for Beius and later in Stei. Both 
resorts have over 100 accommodation places with a diversified offer 
of hotels, guesthouses and hostels. The catering supply is better 
provided for Beius with 50 such units whereas Stei hols 35 units 
under the form of cafes, pizzerias, bars, pubs, cafeterias, coffee 
shops, fast-foods, modern and classy restaurants. In terms of visitor 
attractions, the town of Stei is better provided in the sense that it 
holds an old and unique totalitarian heritage with specific 
architecture and well-structured urban planning and it also belongs 
to the Atrium network for the promotion of its heritage. The 
entertainment facilities feature more parks, as well as thermal and 
cold water pools in both localities. An earlier capitalisation of the 
thermal water for leisure is in Beius whereas Stei is unfolding many 
infrastructure projects for the cure and leisure purposes. When 
analyzed simultaneously and applying Butler’s concept of tourism 
area life cycle it emerged that both resorts passed through the stages 
of inception, involved and reached development stage from the point 
of view of thermal water capitalisation. After the implementation of 
all engaged ongoing and future projects the two resorts can stand as 
examples of good practices for the nearby southern small towns of 
Vascau and Nucet, all belonging to the Depression of Beius. Studies 
of Fabi et al. (2021), Hojcska (2019), Rodek et al. (2020) also suggest 
capitalizing on spa towns heritage and innovation techniques for an 
enhanced regional development.  
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VALORIZATION OF NATURAL VALUES FOR TOURISM 
DEVELOPMENT IN THE MUNICIPALITY OF CENTAR 
ZUPA 
 

Aneta Cakovska1 
Julijana Petrovska 

 
Abstract 
The paper analyzes and processes the space occupied by the municipality of Centar 
Zupa, ie the natural tourist resources in the space, which are also factors for the 
development of tourism in the municipality. 
The paper also valorizes the tourist resource potential of the municipality that is 
subject to analysis. 
The modern planning of the tourist development of each space depends on the 
previous knowledge about the tourist resource potential that the appropriate space has 
at its disposal. Starting from this knowledge in the paper, an appropriate valorization 
is made, which is preceded by an inventory of tourist resources, and finally a basic 
classification is made according to the value of the tourist resource potential. The 
results obtained from the implemented valorization of the tourism resource potential 
have science in the procedure and methods used in the valorization process but also 
have an applied application in terms of tourism development policy in the analyzed 
area covered by the administrative territorial boundaries of the respective 
municipality. 
 
Keywords: tourism resources, development policy, potential assessment. 
 

JEL classification: Q26; L83 
 

 
 
 
 
 
 

  

 
1 Aneta Cakovska, M.Sc., Teacher, “Stiv Naumov”, Skopje; 
Julijana Petrovska, M.Sc., Teaching Assistant, University of 
Tourism and Management in Skopje, Republic of North Macedonia. 



TOURISM 
 

146 
 

INDICATOR BASED ECOTOURISM PLANNING  
 

Mirjana Bartula1 
Viktor Radun 

 
Abstract 
There is a growing interest for sustainable tourism and ecotourism on a global level. 
The concept of ecotourism stresses the human responsibility to the natural 
environment in a way that ensures the sustainable and responsible relationship of 
tourism and travel industry to environment. Ecotourism is particularly important as it 
succeeds in having minimum impact on natural resources while providing maximum 
economic benefit for the local communities. However, ecotourism has to be carefully 
planned taking into account environmental, economic, socio-cultural, experiential and 
managerial indicators. This paper considers development of indicators framework as 
a tool for sustainable management od ecotourism destination. 
 
Key words: ecotourism, indicators, management 

 
JEL Classification: C1,C32, C35 

 
INTRODUCTION 
 
Ecotourism is the part of sustainable tourism which is made up of 
cultural, rural, and natural tourism aimed to conserve biodiversity, 
sustain the well-being of local people, including learning experience, 
involving responsible actions on the tourism industry and requiring 
lowest possible consumption of non-renewable resources and 
stresses (Anderson, 2009; Wood, 2002 in Pasap et al., 2015). There 
are many definitions of ecotourism pointing out that ecotourism is 
about traveling to and visiting natural areas, places where nature still 
exists in a relatively unaltered state.  

However, all-embracing definition is provided by the 
International Ecotourism Society. According to it (TIES, 2019), the 
ecotourism can be defined as “responsible travel to natural areas that 
conserves the environment, sustains the well-being of the local 
people, and involves interpretation and education”. The 
characteristics of ecotourism are as follows: 

 
1 Mirjana Bartula, Ph.D., Professor; Viktor Radun, Ph.D., 
Professor, Faculty of Applied Ecology, University Metropolitan, 
Serbia. 
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- has low negative visitor impact on natural resources, 
- reduces threats to biodiversity, 
- promotes conservation and sustainable use of natural 

resources, 
- respects local cultures and traditions, 
- provides economic benefit for local people,  
- generates income for the conservation of protected areas, 
- helps educate the travellers. 
 
Protected areas are attractive ecotourism destination because of 

their ecological value. Well preserved and clean natural resources 
within the protected areas are the greatest value to the tourists and 
there is a definite relationship between the value of the protected 
areas and the benefit of ecotourism activities.  

Potential benefits according to Leung (2018) are divided into 3 
groups:  

i. environmental benefits such as public education on 
conservation issues, creation of awareness of the value of 
natural resources, and support to research and development of 
good environmental practices to influence the tourism 
businesses;  

ii. economic benefits in form of increase of jobs and income for 
local residents, stimulation of new tourism enterprises and 
diversification of the local economy, improving local facilities, 
transportation and communications, encouraging the local 
manufacture and sale of goods, and providing financial support 
to protected areas through payment of tourism fees and charges. 

iii. Social/Community benefits such as improving living standards 
for local people, supporting environmental education for 
visitors and local people, improving intercultural 
understanding through social contact, encourage the 
development and conservation of culture, crafts and the arts, or 
contributing to mental health by reducing stress.  

The economic benefit for protected areas managing authority can 
be very significant such as the case in South African national parks 
which earned 58 million USD from accommodation, canoe trail and 
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houseboat concessions, combined with rentals of shops in the period 
2002-2012 (SANParks, 2012 in Leung, 2018).  

Although positive impact of ecotourism is widely recognised, 
there is a solid criticism towards ecotourism and some negative 
impacts are recognised. For example, the increase in revenues 
generated is believed to be seasonal and thus it may create 
restrictions when planning community development takes place. 
What is more, it could be destructive to local communities, natural 
environment and local culture (Eagles et al., 2002; Pasap et al., 
2015). Therefore, the visitor management in protected areas is crucial 
to ensure that the natural capital they protect can be enjoyed by future 
generations. (Bartula & Radun, 2020).  

There are different methodological approaches to visitor 
management planning, among which the Limits of Acceptable 
Change (LAC) framework has been used and accepted worldwide. 
In order to set up framework for Limits of Acceptable Change 
appropriately, the important step, after identifying issues and 
describing opportunity classes, is selection of indicators for resource 
and social conditions. This step identifies specific standards which 
require inventorying and monitoring. Therefore, the purpose of this 
paper is to present indicator selection process important for efficient 
ecotourism planning.  
 
1. SUSTAINABLE TOURISM INDICATORS 
 
In Agenda 21, the UN Conference on Environment and Development 
in 1992 drew attention to the importance of indicators as tools of 
sustainable resource management. According to the UNWTO, 
indicators of sustainable tourism are defined as “a set of measures 
that provide the necessary information to better understanding the 
links between the impact of tourism on the cultural and natural 
setting in which this takes place and on which it is strongly 
independent.” Establishing sustainable tourism indicators for 
ecotourism management serves as early warning system and a way 
of detecting potential future problems.  

Study conducted by Agyeiwaah et al. (2017) identified four core 
and three peripheral groups of indicators. The core group of 
indicators comprises economic, social, environmental and cultural 
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ones, while political, management/institutional and technological 
indicators belong to the peripheral groups.   

The economic indicators measure impact of ecotourism on 
employment opportunities, local business development and revenues 
created by ecotourism. The environmental indicators measure impact 
of biophysical changes such as changes in air, water and soil quality, 
water quantity, wildlife habitat and/or habituation of animals, while 
socio-cultural indicators measure impact of ecotourism on the living 
standards of local people and interaction of tourists with tradition of 
local communities such as different events or manifestations, local 
food and handicrafts (Drumm et al. 2004).  

Each core group of indicators has variety of key indicators as 
presented in Table 1, that could be easily adapted to the local 
conditions.  

During the process of indicators selection, the following criteria 
should be taken into consideration: relevance, availability of data to 
evaluate them, and the feasibility of comparing results over time. In 
addition to that, good indicators have the added advantage of 
separating central from peripheral issues which tend to obscure 
priorities and hence retard progress (Agyeiwaah et al., 2017). 

Among core groups, the cultural indicators have the lowest 
frequency, while technological indicators have the same position 
within the peripheral groups.  

 
 

Table 1. Core indicators and indicator themes (adapted from Agyeiwaah et 
al. (2017) 
Indicator core groups Key indicators  
Economic Revenues and profitability  

Employment  
Visitor satisfaction  
Tourist arrivals, volume and numbers 
Accommodation quality, capacity and occupancy 
Local ownership in business  
Repeat visit  
Expenditure  
Unemployment rate  
Length of stay 

Social Residents’ involvement, participation and 
awareness 
Congestion and overcrowding  
Community satisfaction  
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Safety and security  
Access  
Community health  
Wellbeing and quality of life  
Residents attitude and complaints  
Education  
Crime rate and harassment  
Gender equality  
Sex tourism and child sex abuse  
Tourists visits to local doctors 

Environmental Water quality and management  
Solid waste discharge and management 
Recycling rate  
Air/atmospheric quality  
Energy consumption  
Environmental awareness  
Air pollution  
Noise pollution  
Number of endangered species  
Others 

Cultural Retention of local customs and language 
Maintenance of cultural sites  
Actions and events taken to promote indigenous 
culture 
Satisfaction with local integrity  
Loss of authenticity 

 
2. METHODOLOGY 
 
The indicator framework for ecotourism planning and monitoring in 
the Zasavica Special Nature Reserve in Serbia is customized 
methodological approach developed by Agyeiwaah et al. (2017) and 
Drumm et al. (2004).  

The Zasavica Indicator framework contains three core indicator 
groups: (i) environmental, (ii) economic and (iii) socio-cultural, as 
well as experiential indicators which belong to peripheral indicator 
group.  

For each group of indicators (core and peripheral), both the key 
indicators and site specific indicators were defined. For each site 
specific indicator, the standards were established that required 
placing a quantitative value on the selected indicators that set 
acceptable limits.  
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3. RESULTS 
 
The Special Nature Reserve Zasavica is situated in the Republic of 
Serbia, close to the Sava River on the territory of Sremska Mitrovica 
and Bogatić municipality. It is a mosaic of aquatic, wet meadows and 
alluvial forest ecosystems reach in rare and endangered species. The 
protected area covers 1,128.55 ha, while buffer zones encompass 
3,462.65 ha. Zasavica is designated as a Ramsar site, an Important 
Plant Area, Important Bird Area and Prime Butterfly Area.  

Ecotourism of Zasavica has a long tradition, hence the 
development of Indicator framework for ecotourism planning and 
monitoring was of utmost importance for sustainable management of 
Zasavica natural resources. The economic, socio cultural and 
experiential indicators are presented below.  
 
3.1. Economic indicators showing economic benefits for the 
SNR Zasavica 
 
The key economic indicators for the SNR Zasavica, as presented in 
Table 2, are as follows: (a) number of ecotourism entrepreneurs in 
neighbouring local communities, (b) amount of collected entrance 
fees, (c) willingness to (pay for) travel to Zasavica, (d) average 
duration of stay in the area; (e) overall financial contribution of 
ecotourism, and (f) level of tourism employment. 

The specific indicator that shows direct economic benefits for the 
Reserve is the amount of collected entrance fees. This amount should 
be at least 30,000 EUR per year, considering the fact that 70% of the 
visitors to the Reserve are schoolchildren. This amount enables the 
basic maintenance of the tourist infrastructure and visitor 
management. Visitors who make a day trip of over 40 km should 
make 80% visitors to the Reserve. A detailed marketing plan has 
been developed to reach this target.  
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An average number of days of stay in the Reserve per tourist is 

now 1.2. The standard is set to 2 days per tourist. This indicator is 
intertwined with a willingness to travel to Zasavica from the distant 
areas, as well as with the accommodation provided by the local 
community.  

The overall contribution of ecotourism to the Reserve’s budget 
should be at least 25%. This amount will be reached not by increasing 
the total number of tourists in comparison to the current state, but by 
increasing the number of tourists willing to spend more time in 
ecotourism destination.  

Table 2. Economic indicators for monitoring impacts of tourism on the local 
economy in the Special Nature Reserve Zasavica 
Key indicators Site-specific indicators  Standards for indicators 
Number of 
ecotourism 
entrepreneurs in 
neighboring 
communities 

Number of ecotourism 
entrepreneurs within 
the Association of SME 
for Zasavica 

Four new accommodation 
providers in Association of 
SME for Zasavica. Now: 11 
in Association of pig 
breeders, 10 in souvenirs, 1 
in accommodation. 

Amount of 
entrance fees 
collected 

Amount of entrance 
fees collected in a year 
(in euros) 

€ 30,000 collected in a year 

Willingness to 
(pay for) travel 
to Zasavica 

Visitors who make a 
day trip of distance over 
40 km (percentage) 

80% visitors make a day trip 
of distance over 40 km 

Average 
duration of stay 
in the area  

Average number of 
days of stay in the area 
per tourist 

Two days average duration 
of stay in the area 

Overall financial 
contribution of 
ecotourism  

Overall contribution of 
ecotourism to the 
Reserve’s budget  

Ecotourism revenue 
contributes 25% of the 
Reserve’s overall budget 

Level of tourism 
employment 
 
 

Employees from local 
community 
(percentage) 

80% employees from local 
community 
At present 60% persons 
from villages are seasonally 
employed in  
construction works, 
agriculture, physical works 
in nature and tourism at the 
SNR Zasavica in a year 
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The economic indicators that will contribute benefits to local 
communities are: a) number of entrepreneurs from the neighbouring 
communities engaged in ecotourism and b) level of employment in a 
local community. All entrepreneurs dealing with ecotourism in the 
SNR Zasavica in neighbouring local communities are members of 
the Association of SME for Zasavica. The Association has now 11 
pig breeders, 10 souvenir producers and sellers, and one 
accommodation provider. According to EMP plan, the target to be 
reached is four new accommodation providers in the Association of 
SME for Zasavica. The level of employment coming from nearby 
local communities should reach target of 80% of total staff number.  
 
3.2. Socio-cultural indicators 
 
The three core socio-cultural indicators were identified as priority: 
(a) maintenance of traditional practices, (b) number of visitors at 
local cultural events, and (c) general perception of ecotourism 
activities by residents (Table 3). 
 
 

Table 3. Socio-cultural indicators for monitoring impacts of tourism on the 
local economy in the Special Nature Reserve Zasavica 
Key indicators Site-specific indicators Standards for 

indicators 
Maintenance of 
traditional 
practices 

Cattle/pig breeding in a 
traditional way   
 

100% cattle/pig bread 
in 
traditional way 
(extensively) 

Food processing in a 
traditional way 
 

80% food processed in 
traditional way, 100% 
for meat products 
 

Serving of a traditional food 80% typical traditional 
local food served in 
local restaurant 
 

Facilities built in traditional 
style 
 

90% facilities built in 
authentic Srem or 
Mačva ethno-style 
Desirable: 100% 
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According to the standards defined for the specific indicators for 

the maintenance of traditional practices, all cattle have to be bred in 
the traditional way, while food processing should reach a target of 
80%. Furthermore, all meat products must be processed in the 
traditional way. It is very desirable that all facilities should be built 
in the vernacular, local traditional style. 

The number of visitors to local cultural events and 
manifestations/festivals will be attracted by organizing different 
happenings at Zasavica visitor center, at least 10 events per year, 
while the number of the Reserve visitors who also visit local cultural 
events at Zasavica should reach the target of 30%. Additionally, the 
number of visitors to the Sirmium Caesar’s Palace, situated in the 
city of Sremska Mitrovica, who also visit Zasavica, should be at a 
level/frequency of 50%. 

The socio-cultural aspects of the ecotourism are closely linked to 
local communities. As already mentioned, EMP was developed in a 
participatory way by involving all relevant stakeholders, particularly 
representatives of the local communities.  
 
 
 
 

Number of 
visitors at 
local cultural 
events  

Number of events at 
Zasavica visitor centre 
 

Minimum 10 events per 
year 
Desirable: One event 
per month 

Number of site visitors who 
also visit 
local cultural events at 
Zasavica 

30% of site visitors who 
also visit local cultural 
events/sites 

Number of Sirmium 
Caesar’s Palace 
visitors who also visit 
Zasavica 

50% of Sirmium 
Caesar’s Palace 
visitors who also visit 
Zasavica 

General 
perception of 
ecotourism 
activities by 
residents 

Number of negative 
answers in questionnaire 
about visitor behaviour 
 

Three negative 
answers to questions 
about visitor behaviour 
in the Zasavica 
protecet area 
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3.3. Experiential Indicators 
 
The following core experiential indicators were identified as a 
priority for SNR Zasavica: (a) safety violations, (b) evidence about 
solid waste, (c) number of students using area for environmental 
education, (d) visitor satisfaction, (e) number of visitors who return 
to the Reserve and f) visitor perception of nature interpretation 
(Table 4). 
 
 

Table 4. Experiential indicators of ecotourism development in the Special 
Nature Reserve Zasavica 
Key  indicators Site-specific Indicator Standards for indicators 
Safety violations Number of safety 

violations per month 
Two visitor complaints 
about illegal picking of 
herbs (e.g. Water Lilly in 
spring) 

Number of illegal 
fishermen 
encountered at Zasavica 
river 

Four per year (one 
quarterly) 

Evidence of 
solid waste  

Number of visitors who 
indicate 
that they were disturbed 
by evidence of solid 
waste in inappropriate 
locations 

One visitor’s complaint per 
month 

Number of 
students using 
area for 
environmental 
education 

Number of students 
receiving environmental 
education classes within 
the visitor centre at the 
same time 

100 
schoolchildren/students 
simultaneously 

Number of students with 
special admittance 

30 young researchers per 
year using all zones for 
education and research 

Visitor 
satisfaction 

Percentage of visitors 
pleased with their visit to 
the area 

90% of visitors who 
indicate 
that they were “very 
satisfied” 
or “satisfied” with their visit 
to the area 

Number of 
return visitors 

Percentage of return 
visitors 

60% at least 
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Visitor 
perception of 
nature 
interpretation 

Visible positive reaction 
during and 
after a guided tour 

90% guided tours result in 
an 
approval or a positive 
oral/written comment 

 
The purpose of safety violations indicators is to detect illegal 

tourist behaviour threatening the biodiversity in the Reserve and to 
keep them at the standard level. The number of safety violations 
regarding illegal picking of herbs should not exceed two visitor 
complaints per month, while the maximum number of illegal 
fishermen at Zasavica river is four per year.  

In order to minimize pollution by solid waste, the number of 
visitors who indicate that they were disturbed by presence of solid 
waste in inappropriate locations is maximum one visitor’s complaint 
per month.  

The number of students employing area for environmental 
education is also regulated by standards. The number of students 
receiving environmental education classes within the visitor centre 
at the same time should not exceed 100, while number of students 
with special admittance to use all zones for education and research is 
30 young researchers per year.  

The standard of visitor satisfaction with their visit is 90% of 
visitors, and they indicate that they were “very satisfied” or 
“satisfied” with their visit to the area. Furthermore, the number of 
visitors who return to the Reserve after first visit should be at least 
60%.  
 
CONSLUSIONS 
 
Development of ecotourism based on carefully selected indicators 
secures positive environmental, economic, social and cultural impact 
on protected area as ecotourism destination.   

The Indicator framework serves both as tool for both ecotourism 
planning and monitoring. Protected area manager has to take care 
that economic benefit never outweighs the potential risks to the 
environment and local culture.  Take adequate measures and 
changing the way of site management as soon as the limit of 
acceptable changes is exceeded secures sustainability of ecotourism 
destination on long ran.  
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Abstract 
Considering the great importance of franchising for economic development at the 
global level, the research of this business concept is very important for its further 
improvement. Despite the existence of a number of studies on the topic of franchising, 
this area is still insufficiently researched, especially in the Republic of Serbia. One of 
the biggest problems in the field of franchising in the Republic of Serbia is insufficient 
information about franchising as a business concept and internationalization strategy. 
Therefore, it is necessary to promote this concept as a chance for successful business, 
both within the borders of our country and on the international market. The aim of the 
paper is to point out the importance of franchising as a business model, with special 
reference to the development and importance of franchising in the Republic of Serbia 
and recommendations for the improvement of the franchise sector. 

 
Key words: franchising, franchisor, franchisee, Serbia, internationalization 
 

JEL classification: M19, M21 
 
INTRODUCTION 
 
Franchising as a business concept has experienced expansion over 
the past few decades. However, despite the increasing interest in the 
franchise way of doing business, this area is still insufficiently 
researched, especially in the Republic of Serbia. In the world, there 
is a constant tendency to develop existing and new franchise systems, 
considering that these systems contribute to the increase in 
employment and economic growth. The number of franchises in the 
world is growing year by year, and it is noted that as many as 96% 
of franchisees successfully operate even after five years after starting 
franchise business. The success of a franchise business usually 
depends on the franchise relationship between the franchisor and the 

 
1 Milica Stanković, Ph.D.; Jovana Džoljić, Ph.D.; Vladimir 
Popović, Ph.D.;  Tiana Anđelković, MSc., Academy of Applied 
Technical and Preschool Studies, Serbia. 
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franchisee, which is very complex and must be regulated in detail by 
the franchise agreement. In addition to legal regulation, it is 
necessary to build relationships of trust, cooperation and loyalty 
between participants in the franchise system. 

The aim of the paper is to point out the importance of franchising 
as a business model, with special reference to the development and 
importance of franchising in the Republic of Serbia and 
recommendations for the improvement of the franchise sector. The 
first part of the paper analyzes franchising as a business concept, 
while the second part focuses on the development of franchising in 
the world and in the Republic of Serbia. The third part of the paper 
is dedicated to the current state of the franchise sector in the Republic 
of Serbia. In the fourth part of the paper, perspectives and 
recommendations for the further development of franchising in the 
Republic of Serbia are indicated. After a comprehensive analysis, 
relevant conclusions are presented. 
 
1. FRANCHISING AS A BUSINESS CONCEPT  
 
The franchise concept is researched from the perspective of various 
scientific disciplines: marketing, economics, law, organizational 
theory. Over the past few decades, franchising has experienced 
expansion and continuous growth, fueled largely by the emergence 
of new forms of franchising in new areas, from hotels, restaurants, to 
children's education, beauty salons, care for the elderly, etc. 
(Grunhagen and Mittelstaedt, 2005). Thanks to the franchise 
business system, many companies have achieved success, which has 
positive implications for all economic activities and the economy as 
a whole. In the last few decades, the number of franchises in the 
world has grown significantly, given that franchising provides better 
financial results and greater chances of survival than alternative 
organizational forms (Nijmeijer, Fabbricotti and Huijsman, 2014). It 
should be emphasized that in 96% of cases franchisees are 
successfully operating even after five years of operation. This 
indicates a better result than in the case of starting an independent 
business (about 40% of business ventures fail after three years of 
operation) (Alpeza and Erceg, 2012). 
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In the case of franchising, the risk is lower than when starting an 
independent business. There is no need for market research, as the 
franchisor has already done it. The franchisor provides the franchisee 
with support, but generally also has some control over the 
franchisee's way of doing business. In return, the franchisee pays the 
franchisor an initial fee and royalty (ibid.). Starting a franchise 
business very rarely fails, and when it does, it's usually because the 
franchisee didn't follow the procedures. Entering the world of 
franchising provides a proven business concept that needs to be 
applied (Privredna komora Srbije, 2008). There are a large number 
of advantages that franchising brings, both to franchisors and 
franchisees. It is expected that due to the series of advantages it 
provides, both for the franchisor and for the franchisees, franchising 
as a business format will reach its culmination in the next decade and 
become one of the prevailing forms of business (Stefanović and 
Stanković, 2013, Stanković, 2021). 

The franchise network consists of the franchisor and all its 
franchisees. Thanks to a common brand, franchise networks build a 
reputation with customers relatively quickly and tend to maintain it 
through stable cooperative relationships between franchise 
participants. A franchisor is a company that provides know-how, i.e. 
intellectual property, to franchisees. The franchisor usually provides 
a wide range of services, from training, to the supply of products and 
marketing plans, while receiving an initial fee and royalties in return 
(Stanković, 2014). A franchisee is an entrepreneur or SME owner 
who wants to have a more secure business future by entering the 
franchise system. The ideal franchisee for a franchisor is a local 
entrepreneur/SME owner, who knows the local market well and has 
seen a need for a specific product and/or service in a given market. 
By buying a franchise, the franchisee skips several initial steps and 
does not have to repeat the mistakes that the franchisor has already 
gone through. The common goal of the franchisor and franchisee is 
the success of the franchisee's business, bearing in mind that the 
income that the franchisee achieves is simultaneously a source of 
income for both participants in the franchise system (Privredna 
komora Srbije, 2008). 
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2. FRANCHISING IN THE WORLD AND IN THE REPUBLIC OF 
SERBIA 
 
The first commercial franchise was the Singer Sewing Center, which 
was developed in 1858. Singer decided to give the right to selected 
dealers (users) to sell sewing machines on horse-drawn carriages in 
precisely defined territories, which gave the company a competitive 
advantage that it still has today (Kandić, 1995). This business 
concept later began to be replicated in other industries. Coca Cola is 
one of the first companies to develop a franchise system, which 
allowed it to expand by shifting the production, storage and 
distribution of its product to local businessmen who received bottling 
rights (Dant, Grunhagen and Windsperger, 2011). In addition to the 
Coca Cola company, some of the most famous franchises and the 
years of their creation are: Kentucky Fried Chicken (1930), Dunkin 
Donuts (1950), Burger King (1954) and McDonald's (1955) (ibid.). 
Ray Kroc, the founder of the McDonald's company, is the originator 
of modern franchising as we know it today. He was a successful 
milkshake maker salesman. One of his customers was the successful 
fast food retailer McDonald’s. Kroc, seeing the great success of the 
McDonald's restaurant, wanted to replicate and copy his successful 
business across the USA. McDonald's fast food restaurants are today 
the most famous example of a franchise business (McDonald's, 
2022). 

The initial development of franchising is linked to the US market 
(the US is considered the "cradle" of franchising), after which this 
concept experienced expansion in Europe and the world. The 
importance of franchising on a supranational level is reflected in the 
establishment of the International Franchise Association, which 
represents the oldest and largest franchise organization, and the 
European Franchise Federation, which is the most important 
organization in the field of franchising in Europe. Until the beginning 
of the 1980s, almost 90% of franchises were related to the North 
American market. By 2012, the situation had changed, and half of 
the franchise networks had their headquarters in countries outside the 
USA. In the initial phase of the international expansion of American 
franchise systems, the effort was concentrated on more accessible 
markets (Frazer, Weaven, Giddings and Grace, 2012). Canada has 
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become a major target for American franchisors, primarily because 
of proximity, but also because of market potential. Australia was also 
one of the main targets of American franchise chains in the initial 
phase of internationalization of franchising. Australia today has one 
of the most respected franchise sectors in the world (Merrilees and 
Frazer, 2006). 

Franchising is widely represented in Europe as well. Taking into 
account the "Single European Act", which eliminates internal 
borders between EU countries, franchisors have the opportunity to 
operate on a larger market segment. It is clear that despite the trend 
of removing physical, technical and fiscal barriers, there will still be 
some vital differences within the EU such as differences in language, 
culture and lifestyle that will still require the adaptation of franchise 
systems to local conditions (Alpeza and Erceg, 2012). 

In the Republic of Serbia, the franchise way of doing business is 
developing. Franchising arrived in the Republic of Serbia, that is, in 
the former SFRY, very early, already at the very beginning of its 
European expansion, in the mid-70s of the last century. In that 
period, the import of American franchises begins. The first American 
franchise chains in Serbia were Coca-Cola, Avis, Diners Club 
International, Intercontinental, Hyatt, American Express, 
McDonald's, etc. In the second stage of franchising development, 
domestic companies realize the advantages of expanding their 
systems through this concept. During the 1980s, and especially in the 
early 1990s, domestic franchise networks were built. In this period, 
Montenegro Express, Tigar, Pekabeta, C Market, Yumco and others 
began, with more or less success, to create and sell their franchise 
packages (Privredna komora Srbije, 2008). At the beginning of the 
1990s, franchising became fashionable in the former Yugoslavia. 
After that initial development of franchise organizations, a new 
momentum in their development arose at the end of the last decade. 
Thus, at the end of 2007, the Franchising Center at the Serbian 
Chamber of Commerce was established as a central place where all 
those interested can get competent information about franchise 
business in the Republic of Serbia. In addition, in 2009, the Serbian 
Association for the Development of Franchising (SURF) was 
founded as a non-governmental and non-profit association of citizens 
that promotes franchise business in the Republic of Serbia (ibid.). 
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3. FRANCHISING IN THE REPUBLIC OF SERBIA: CURRENT 
SITUATION 
 
The basic research problem of the paper is related to the analysis of 
the state and dynamics of franchising development in the Republic 
of Serbia, as well as the perspectives of the development of franchise 
companies in the future. The research subjects are domestic franchise 
companies from the Republic of Serbia. The sample is very specific 
for several reasons. Primarily, there is no single official database of 
franchise companies in the Republic of Serbia. For this reason, the 
author created a database of domestic franchise companies from 
Serbia based on the available literature and relevant online sources. 
Initially, the base consisted of 60 domestic franchise companies. 
After the check, it was determined that as many as 10 companies 
from the database no longer operate under the franchising system. As 
the most common reasons for the termination of franchise business, 
company owners and managers pointed out the insufficient legal 
regulation of franchising in the Republic of Serbia and the 
insufficient commitment of individual franchisees who have too high 
expectations from the franchisor, in terms of ensuring successful 
business almost without any commitment or investment from the 
franchisee. Given that the focus of the work analysis is on small and 
medium-sized enterprises, for the purposes of further research, two 
large enterprises and one non-governmental organization were 
excluded from the database. The final relevant base for further 
research consists of 47 small and medium-sized companies from the 
Republic of Serbia that operate under the franchising system and 
which make up 94% of the total number of franchise companies in 
Serbia. The result of all attempts to get answers from the mentioned 
companies is 32 completed questionnaires and 15 companies that 
declared that they did not want or were unable to participate in the 
research. 

Analyzing the sample, it can be seen that half of franchised SMEs 
from the Republic of Serbia are small enterprises, 21.9% are micro 
enterprises and 28.1% are medium-sized enterprises. As expected, 
the largest number of franchise SMEs are from Belgrade, as much as 
59.4% of the total sample. If we look at all analyzed franchise 
systems, it can be concluded that 3/4 of analyzed franchise SMEs 
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from the Republic of Serbia are located in Belgrade, Novi Sad and 
Niš (75.1%) (Figure 1). 

 

 
Figure 1. Franchise SMEs in Serbia 

 
The results of research show that almost 2/3 of the analyzed 

franchise SMEs in the Republic of Serbia decide to enter the foreign 
market, while 37.5% operate within the borders of Serbia. Based on 
the respondents' answers, it is concluded that in relation to the total 
number of companies analyzed, 34.4% of franchised SMEs use 
export, 25% franchising and 3.1% licensing as an 
internationalization strategy. Observed only within franchised SMEs 
that operate internationally, more than half of the analyzed 
companies decide to export their products to foreign markets (55%), 
40% apply franchising and 5% licensing (Figure 2). 

22%

50%

28%

FRANCHISE SMES IN SERBIA

Micro enterprises Small enterprises Medium enterprises
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Figure 2. Strategies of internationalization implemented by franchise 
SMEs in Serbia 

 
Based on the classification of franchising SMEs into micro, small 

and medium, and the observation of international business based on 
that criterion, it can be concluded that franchising as an 
internationalization strategy is applied by three small and five 
medium enterprises. Therefore, none of the micro franchise 
companies from the sample decided to use franchise business when 
performing their international activities. Therefore, it is concluded 
that larger companies prefer to enter the foreign market by using the 
franchise concept. This is also supported by the fact that micro and 
small companies prefer export as an internationalization strategy. Of 
the total number of franchised SMEs that implement export to enter 
the foreign market, as many as 81.8% are micro and small enterprises 
(45.5% small enterprises and 36.4% micro enterprises). 

Analyzing the data on the activities of franchise SMEs from the 
sample, i.e. the sector in which they operate, it was concluded that 
the largest number of franchise SMEs operate in the trade sector 
(50%), while 25% of franchise SMEs operate in the production and 
25% of franchise SMEs operate in services sectors. Observed only 
within franchised SMEs that apply franchising as an 
internationalization strategy, 75% of franchised SMEs are engaged 
in trade and only 12.5% of companies are engaged in production, and 
12,5% in services.  

55%40%
5%

STRATEGIES OF 
INTERNACIONALIZATION  

IMPLEMENTED BY FRANCHISE SMES 
IN SERBIA

Export Franchising Licensing
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By analyzing the size of franchise SMEs, it was determined that 
the largest number of companies have up to 10 franchise units, as 
many as 80.6% of franchise SMEs. Only 3.2% of franchised SMEs 
have a total of more than 51 franchise units. When it comes to 
franchised SMEs operating abroad through franchising, 71.4% of 
companies have up to 10 franchise units abroad. Only 14.3% of 
franchise SMEs have from 11 to 25, or 26 to 50 international 
franchise units. With the aim of analyzing the international 
franchising activity of franchised SMEs in Serbia, the share of 
international franchise units in the total number of franchise units 
will be analyzed. The share of international franchise units in the 
total number of franchise units ranges from 37.5% to 90%. It is 
important to mention that the average number of years of business of 
the analyzed franchise SMEs is 13, while the average number of 
years of franchise business is about 7 years. A minimum of 1 year 
and a maximum of 14 years pass from the establishment of the 
company to the beginning of the franchise business, that is, on 
average, about 6 years. Franchise SMEs from the Republic of Serbia 
that apply franchising as an internationalization strategy most often 
decide to enter the markets of the countries of the former SFRY. In 
fact, as many as 85% of analyzed franchise SMEs from Serbia have 
franchise units in one of the countries of the former SFRY.  

The oldest company in terms of the number of years of franchise 
business from the sample started with franchising in 1997. This data 
can be connected with the first wave of development of franchise 
systems in the former Yugoslavia, bearing in mind that the first 
domestic franchise systems appeared during the 1980s and especially 
in the early 1990s. However, a large number of franchise companies 
of that time no longer exist or do not operate according to the 
franchise principle. Since 2001, a larger number of SMEs have 
decided to apply the franchise concept. The second wave of 
development of domestic franchising systems in Serbia can be 
associated with the establishment of the Franchising Center at the 
Serbian Chamber of Commerce at the end of 2007 and the Serbian 
Franchising Development Association (SURF), which was founded 
in 2009. The above contributed to the increase of information about 
the franchise concept and the possibility of expansion of the 
company through franchise business, with the help and support of 
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professionals. The obtained data of the analysis speaks in favor of 
this, considering that more than a fifth of the total analyzed 
companies (21.9%) started their franchise business in the period 
between 2005 and 2008, and more than a third of the total number of 
companies analyzed (37.5%) decided to apply the franchise concept 
in the period from 2009 to 2012. In the period from 2013 to 2016, 
one quarter of franchise SMEs, started franchise business. Also, it 
can be noted that the number of SMEs that started their franchise 
business in the period from 1997 to 2008 is equal to the number of 
SMEs that started franchising in the period from 2009 to 2012. In 
fact, more than half of the analyzed SMEs (62.5%) started applying 
the franchise concept after 2009 (Table 1.). 
 

Table 1. Starting a franchise business of SMEs in Serbia 
Year of franchise 
business start 

Number of 
enterprises 

Percentage Cumulative 
percentage 

1997-2000 1 3,1% 3,1% 
2001-2004 4 12,5% 15,6% 
2005-2008 7 21,9% 37,5% 
2009-2012 12 37,5% 75% 
2013-2016 8 25% 100% 
Total 32 100%  

 
4. FRANCHISING IN THE REPUBLIC OF SERBIA: 
PERSPECTIVES AND RECOMMENDATIONS 
 
Citizens' awareness of the importance of franchise systems is much 
lower in the Republic of Serbia than in Western and neighboring 
countries. It is necessary to work more intensively on the 
popularization of the concept of franchising in the Republic of 
Serbia, considering the number of advantages that are realized by 
using this system (Stefanović and Stanković, 2013). Raising the 
awareness of SME owners about the advantages of franchising 
would contribute to more companies considering this business 
concept as their business opportunity. Therefore, greater promotion 
of franchising as a business concept is necessary while creating a 
clear picture of franchise business in the Republic of Serbia. 
Franchising is a very good choice for business expansion, especially 
innovative business ventures with a good idea that can be 
successfully multiplied. 
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SMEs from the Republic of Serbia that recognize franchising as 
a business opportunity are still insufficiently informed about who 
they can ask for professional help. In addition, the system of 
consulting professional assistance and support for franchise 
companies is still underdeveloped. With the aim of providing greater 
institutional support to existing franchised SMEs and companies that 
plan to develop their franchise system in the future, it is necessary to 
strengthen existing institutions that deal with small and medium-
sized companies, especially franchise SMEs. In addition, it is more 
than necessary to establish specialized institutions that will 
exclusively deal with the provision of franchise consulting. In order 
to achieve the above, it would be desirable to provide education for 
franchise consultants and training abroad. 

In addition to strengthening existing institutions and initiating the 
establishment of new institutions in the field of franchising, it is 
necessary to encourage the activities of the non-governmental sector 
that deals with small and medium-sized enterprises, with a special 
emphasis on franchise SMEs. Very often, franchise companies or 
companies that want to develop a franchise system are not 
sufficiently aware of the complexity of franchising as a business 
concept. In this regard, it is necessary to organize trainings and 
educational workshops for existing and potential franchisors on how 
to develop and create a strong and stable franchise system. On the 
other hand, it is necessary to educate potential franchisees about the 
very way franchise business functions, as well as their rights and 
obligations. 

In the Republic of Serbia, business owners often think that they 
can develop their brand and build a stable franchise system by 
themselves, without additional advisory assistance. Already during 
the development of the franchise system, they face numerous 
problems, most often of a legal nature, due to the still insufficient 
regulation in this area in Serbia. Also, some of the most common 
problems that can occur with companies that have not properly 
established their franchise system are the selection of inadequate 
franchisees, slow royalty collection, and even damage to the 
company's brand and image due to disinterest or lack of motivation 
of franchisees to contribute to a better operation of the franchise 
system. 
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Franchisors can very often face the same or similar problems 
during the establishment of the franchise system, the selection of 
franchisees and the entire operation. Therefore, it would be 
constructive for franchise SMEs from the Republic of Serbia to 
network in order to exchange experiences and strengthen their 
franchise networks. Advice from existing franchise SMEs that have 
been successfully operating for many years in accordance with the 
franchise business concept can greatly facilitate business expansion 
for companies that are just planning to engage in franchising. An 
innovative idea that could help existing and potential franchisors and 
franchisees is the launch of a website in the form of a social network 
that would simultaneously be a forum for exchanging experiences, 
both between franchisors and franchisees. The social network would 
not have to be limited only to the Republic of Serbia, but could gather 
franchise companies from the entire region. One of the key potentials 
of this social network would be that it could become a virtual meeting 
place for franchisors and potential franchisees. 
 
CONCLUSION 
 
In the Republic of Serbia, the franchise way of doing business is still 
in development. As much as half of franchised SMEs from the 
Republic of Serbia are small businesses. Headquarters of the largest 
number of franchised SMEs from the Republic of Serbia are in 
Belgrade, Novi Sad and Niš. The research results show that almost 
2/3 of the analyzed franchise SMEs in Serbia decide to enter the 
foreign market. Franchise SMEs from the Republic of Serbia that 
apply franchising as an internationalization strategy most often 
decide to enter the markets of the former SFRY countries. Franchise 
SMEs from Serbia that already apply franchising as an 
internationalization strategy are planning further expansion through 
international franchising. In addition, the results show that as many 
as 91.7% of franchising SMEs that are currently applying some other 
internationalization strategy plan to enter the foreign market through 
franchising in the coming period. As the most attractive markets for 
expansion, for starting an international franchise business, 
neighboring countries and EU member states are mentioned. 
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One of the biggest problems in the field of franchising in the 
Republic of Serbia is insufficient information about franchising as a 
business concept and internationalization strategy. Therefore, it is 
necessary to promote this concept as a chance for successful 
business. The above requires the professional support of competent 
institutions. In addition, for existing franchise companies, and 
especially for SMEs, which usually have limited financial and human 
resources, it is very important to provide free consulting expertise. 
This is especially important if franchised SMEs from the Republic of 
Serbia decide to operate internationally through the implementation 
of franchising, bearing in mind the complexity of this business. 
Franchisors often face the same or similar obstacles when conducting 
business activities, both in the country and abroad. For this reason, it 
would be constructive to form networks of franchisors within which 
they will be able to exchange experiences, both among themselves 
and with franchisees. At the same time, such a network would not 
have to be limited to the Republic of Serbia, but could represent a 
gathering place for franchise companies from the entire region. As 
an overall conclusion, it can be pointed out that education is the key 
to everything. In this case, the education of the general public, as well 
as the education of franchise consultants and franchisors and 
franchisees, is of crucial importance. 
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ENGLE & GRANGER COINTEGRATION TEST FOR GDP 
AND PUBLIC CONSUMPTION IN THE REPUBLIC OF 
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Abstract 
In this paper, we test cointegration between GDP and Public consumption of the 
Republic of North Macedonia, for quarterly data of twenty years’ time series (2000Q1-
2019Q4). We present results of two methods for cointegration test: first, residual 
regression test table and second, Engle & Granger cointegration test and Philips 
Ouliaris test. Both methods provides same conclusions. We did not find the presence 
of spurious regression. ADF Unit Root Test on residuals confirms that residuals are 
not stationary and that series are not cointegrated. Engle-Granger cointegration test 
and Phillips Ouliaris cointegration test results confirms that GDP and Public 
consumption of the Republic of North Macedonia are not cointegrated and can be used 
for further analyze using VAR(p) model..  

 
Keywords: cointegration, VAR, stationarity, public consumption, probability 
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INTRODUCTION 
 
Fiscal policy is powerful tool of economic policy used by 
governments to influence economic development, stabilization or to 
affect and prevent economic cycles in the national economy (Lane, 
P. 2003). Fiscal policy can use different instruments as well as 
methods, and one of them is public consumption. There are many 
arguments in economic theory and practice for importance of the 
state budget for distribution and allocation of public expenditures 
and using budget or public consumption for economic policy goals 
fulfillment (Cochrane, 2001). There are no doubts in academic or 
expert community about public consumption importance and 
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influence on the GDP, but there are significant differences between 
countries, especially about “time lag” of GDP on the changes 
(shocks) in public consumption, intensity of the influence etc. In 
order to evaluate impact of public consumption towards GDP of the 
Republic of North Macedonia we can use VAR(p) model. VAR 
model is useful for determination of mutual influence of time series.  
However, before use of VAR model, it is necessary to make 
cointegration test in order to determine if time series are non-
stationary (Johansen, 1995). Cointegration naturally arises in 
economics and finance and in economics, cointegration is most often 
associated with economic theories that imply equilibrium 
relationships between time series variables. We can provide many 
examples for it, so for example the permanent income model implies 
cointegration between consumption and income, with consumption 
being the common trend. Money demand models imply cointegration 
between money, income, prices and interest rates. Growth theory 
models imply cointegration between income, consumption and 
investment, with productivity being the common trend. Purchasing 
power parity implies cointegration between the nominal exchange 
rate and foreign and domestic prices (Alexander, C. 2001).  

The focus of our analysis will be cointegration test of GDP and 
public consumption of the Republic of North Macedonia in order to 
determine if time series are non-stationary and if VAR(p) model can 
be used. 
 
1. METHODOLOGY 
 
In univariate models, a stochastic trend can be removed applying first 
differences. Then, the stationary series can be estimated and 
forecasted using Box-Jenkins 3 steps method.(Hamilton, 1994) 

Treating Non-Stationary variables in multivariate models is not 
straightforward, because there can be a linear combination of 
integrated variables that is stationary, in such case we say the 
variables are cointegrated (Lutkepohl, H. 1993). 

If the link between the variables is not stationary, we are in the 
presence of a spurious regression, which means residuals are not 
stationary. Spurious regression are those between variables with a 
similar trend but do not have an economic sense. This mean that 
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series can have statistics’ significance, but no economic 
interpretation. (Hansen, 1992). 

According to literature (Newbold and Granger, 1974), spurious 
regressions have: 

 High R2  and low Durbin Watson statistic (Rule of thumb: 
R2>DW) 

 T-Statsitic are very high: Variables are highly significant. 
 Residuals are not stationary. 
However, non - stationary variables can have a stationary linear 

combination, which means log run equilibrium. If the errors are not 
stationary, there is no lung run equilibrium, changes are permanent. 
There is a linear combination of variables and this is a stationary 
(Johansen, 1988). We are working with not stationary variables and 
levels but there can be linear combination of variables and going to 
make their residuals stationary.  

In order to identify if two variables are cointegrated we will use 
Engle & Granger two steps method (Engle and Granger, 1987). The 
first step is test the variables for their order of integration. It is very 
important that the variables have to be of the same integration order. 
That’s why we need to estimate the long-run equilibrium model by 
OLS, after that to save the residuals and finally, test if the residuals 
are stationary.  

Yt=β0+ β1zt +et 

If the variables are cointegrated, the OLS estimates will yield 
“superconsistent” parameters β0 and β1, as they converge faster than 
they do using stationary variables. (Watson, 1987) 

The Augmented Dickey Fuller Statistic are not valid for the 
residuals unit root test, because residuals are not observable. There 
are two outcomes: first, to use the residual regression test table or 
second, proceed with the Engle & Granger cointegration test or 
Philips Ouliaris.  

In order to test null hypothesis we use F-statistics. For the 
cointegration test we use the method of ordinary least squares - OLS 
(Lack, C. and Lenz, C. 2000). If p-value > 0.05 we can not reject null 
hypothesis, that means we accept null hypothesis. In a case when p-
value <  5% we reject null hypothesis and accept alternative 
hypothesis (Lane, 2003). Before cointegration test we will analyze 
the data. 
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2. DATA  
 
We start our analysis using time series data for 20 years, for the 
period 2000- 2019 in millions Macedonian currency (denars). We 
present time series data for GDP and public consumption of the 
Republic of North Macedonian for the period 2000 Q1-2019 Q4 on 
the following figure: 

 

 
Figure 1. GPD and Public consumption of North Macedonia 2000Q1- 
2019Q4 
Source: State statistics of the Republic of North Macedonia 

 
The time series charts clearly show that GDP and public 

consumption of the Republic of North Macedonia have growing 
trend and that increased significantly in last 10 years. GDP minimum 
level was during Q3 of 2001 (during war conflict in the country), 
while maximum quartile level was realized during 2919Q4 (126.360 
millions denars). Maximum amount of public consumption was 
realized in 2001Q4 (used for weapons and military equipment in 
terms of war conflict in the country), while minimum level was in 
2004Q3 as a result of limited budget spending before parliamentary 
elections in the country, as shown on the following Table: 
 

Table 1. GPD and Public consumption of North Macedonia 2000Q1- 
2019Q4 

Years GDP Rank GDP Public Cons Rank Public Cons 

2000Q1 69617 70 12144 76 
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2000Q2 70967 65 12367 72 

2000Q3 70743 66 12813 67 

2000Q4 68467 72 13483 59 

2001Q1 73289 64 13193 64 

2001Q2 68059 74 18477 2 

2001Q3 61742 80 18033 3 

2001Q4 68122 73 19120 1 

2002Q1 65391 77 15697 18 

2002Q2 68527 71 13751 54 

2002Q3 67072 76 12828 66 

2002Q4 74273 63 15701 17 

2003Q1 64254 79 11637 79 

2003Q2 67256 75 12744 68 

2003Q3 70098 68 11962 77 

2003Q4 79773 57 13358 61 

2004Q1 64540 78 12348 73 

2004Q2 69659 69 12694 70 

2004Q3 74784 62 11604 80 

2004Q4 85550 51 12714 69 

2005Q1 70626 67 12483 71 

2005Q2 77089 59 12224 75 

2005Q3 76410 61 11858 78 

2005Q4 84322 52 13357 62 

2006Q1 76991 60 12850 65 

2006Q2 79988 56 13597 57 

2006Q3 81024 55 12297 74 

2006Q4 86289 49 13782 53 

2007Q1 77365 58 13584 58 

2007Q2 83626 53 13468 60 
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2007Q3 89439 48 13291 63 

2007Q4 94855 38 14148 51 

2008Q1 83620 54 14440 45 

2008Q2 91196 43 14767 40 

2008Q3 92996 40 13656 56 

2008Q4 96367 36 17174 4 

2009Q1 86104 50 15810 14 

2009Q2 89708 46 16334 8 

2009Q3 89512 47 13725 55 

2009Q4 97549 29 14266 47 

2010Q1 90878 44 14338 46 

2010Q2 91270 42 14137 52 

2010Q3 97119 30 14546 43 

2010Q4 95795 37 14934 34 

2011Q1 91638 41 14595 42 

2011Q2 96665 34 14924 35 

2011Q3 96417 35 14191 49 

2011Q4 99117 26 14935 33 

2012Q1 90713 45 14920 36 

2012Q2 97105 31 15040 29 

2012Q3 96710 33 14715 41 

2012Q4 97558 28 15399 23 

2013Q1 93617 39 14187 50 

2013Q2 99844 24 14826 38 

2013Q3 101440 22 15298 27 

2013Q4 98362 27 16056 12 

2014Q1 96746 32 15647 19 

2014Q2 104229 19 15363 24 

2014Q3 103324 20 14457 44 
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2014Q4 103236 21 16725 7 

2015Q1 99679 25 15575 20 

2015Q2 105177 17 16097 10 

2015Q3 108275 13 16069 11 

2015Q4 110118 10 16885 6 

2016Q1 101100 23 15421 22 

2016Q2 107841 15 14898 37 

2016Q3 111758 9 14940 32 

2016Q4 114605 6 16207 9 

2017Q1 105084 18 15110 28 

2017Q2 107915 14 14773 39 

2017Q3 111969 8 14253 48 

2017Q4 115045 4 15755 16 

2018Q1 105440 16 14978 31 

2018Q2 109714 11 15305 26 

2018Q3 114645 5 15018 30 

2018Q4 122183 2 15798 15 

2019Q1 109446 12 15541 21 

2019Q2 113443 7 16044 13 

2019Q3 118781 3 15311 25 

2019Q4 126360 1 16923 5 
Source: State statistics of the Republic of North Macedonia 

The lowest public consumption share in the GDP was in 2017 
with 12,73%, while the highest share was in 2001Q3 with 29.1% as 
shown on the following figure: 
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Figure 2. Public consumption share in GDP of North Macedonia 
2000Q1- 2019Q4 
Source: State statistics of the Republic of North Macedonia 

 
3. EMPIRICAL RESULTS 
 
We will start cointegration test with Method 1 (residual regression 
test table), where we will make unit root test on the OLS residuals. 
In the first step, we will check the stationarity, where both variables 
have to be integrated of the same order. The procedure is to use 
Graph-Correlogram-Formal Test.  

Time series analysis was performed by using Eviews software for 
statistical analysis, where we import quarterly data for twenty years 
period for the GDP and the public consumption of the Republic of 
North Macedonia (total 80 observations). We can present the 
variables in the graph, as follows: 

 
Figure 3. GDP and Public Consumption 
Source: Eviews software 

 
We can see that GDP has significant increase, while public 

consumption has moderate increase. Both variables are not closely 
aligned, or both variables are not moving closely, so there is a 
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question if there is a long-run relation between variables. This can be 
a sign that variables may not be cointegrated. We need to convert 
both variables into logs, because the estimates of our linear 
regression are not going to be so easy to interpret, so we generate log 
values into the software. The value of а lngdp are present in a graph, 
as it follows: 

 
Figure 4. LNGDP  
Source: Authors’ calculations in Eviews software 

We can still see the positive growth trend of the GDP and that 
can be a sigh that variable is not stationary. We proceed with 
correlogram analysis in levels checking for stationarity.  

 
Figure 5. Correlogram of LNGDP  
Source: Authors’ calculations in Eviews software 
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Correlogram is decaying in a very slowly pattern, going slowly 
autocorrelation and that is a sign that this variable is not stationary. 
We proceed checking for stationarity with formal unit root  by using 
Augmented Dickey-Fuller Test (ADF) with including intercept. Test 
results are as shown on the figure bellow: 

 
Figure 6. Augmented Dickey-Fuller Unit Root Test results 
Source: Authors’ calculations in Eviews software 

 
Null Hypothesis: LOGGDP has a unit root. Due to the fact that 

p>0.05, series has unit root, which means that null hypothesis can 
not be rejected. We can conclude that series has unit root and is not 
stationary in levels. We conduct the test again using first differences 
to check if in the first differences variable is a stationary, and the 
test’s results are presented as follows: 



ECONOMY & FINANCE 
 

183 
 

 
Figure 7. Augmented Dickey-Fuller Test results for 1 difference 
LOGGDP 
Source: Authors’ calculations in Eviews software 

 
We can see that p < 0.05 and we can reject the null hypothesis 

and to confirm the series is integrated at level 1. We are doing the 
same test with Log of public consumption (lnpublic_cons). We check 
the graph and confirm that public consumption has positive trend. 

 
Figure 8. LNGDP  
Source: Authors’ calculations in Eviews software 
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We complement this with correlogram and check with the levels, 
as shown on next figure: 

 
Figure 8. Correlogram of Public Consumotion 
Source: Authors’ calculations in Eviews software 

 
We can see the autocorrelation is moving in a very slow pattern, 

that is a sign that variable is not stationary. We complement this with 
unit root test, using standard ADF and Shwartz Info Criterion, using 
the first difference.The test’s results are as follows: 
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Figure 9. Augmented Dickey-Fuller Test results 
Source: Authors’ calculations in Eviews software 

 
We confirm that series has not a unit root, which means that are 

stationary. We reject the null hypothesis due to the fact that p-value 
is significant and smaller than 0.05. We confirm that our both 
variables are integrated of the same order (first difference) and 
confirm that both are stationary at first difference. After checking 
stationarity, we are going to estimate the long run model: 

Yt=β0+ β1zt +et 

We need to save the residuals and to perform ADF test on the 
residuals and use the residual regression test table. 

et = Xt-β0+ β1Mt  
Where et is I(0) if variables are cointegrated. We need to 

emphasize that the statistics of the ADF test are not appropriate, so 
we will use the table values. We proceed with Eviews and use 
Equation Estimates, using least square method (NLS and ARMA), 
using log values, and the test’s results are shown on next figure: 
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Figure 10. Equation estimates and Least Square Method 
Source: Authors’ calculations in Eviews software 

 
Now we have a model of long run regression where constant C is 

significant and public consumption is significant. We can conclude 
that 1% increase of GDP will cause 0.83% increase of public 
consumption. If the R2>DW we could be in the presence of a spurious 
regression, and this is not a case in our model.  

If t-Statsistic is really  high, and t-Statistic is very significant, this 
can be another indicator of a spurious regression, and this is not a 
case in our model. Moreover, t-Statistic in our model is close to 2, 
and that is a sign that regression is valid. This are signs that 
regression is not spurious. However, there can still be a long run 
relationship, so we need to check if residuals are stationary. If 
residuals are not stationary, we confirm that regression is spurious, 
and opposite, if residuals are stationary, we confirm that variables 
are cointegrated, which means that there is a relation on long run.  

We are going to produce residuals long term series and save it. 
We conduct the unit root test of residuals (ordinary one), without 
trend and intercept (using levels and None for trend on the test 
details), and the test’s results are shown on the following figure: 
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Figure 11. Augmented Dickey-Fuller Unit Root Test on Residuals 
results 
Source: Authors’ calculations in Eviews software 

 
Null Hypothesis is that long term residuals has a unit root and due 

to the fact that p-value is bigger than 0.05 we can not reject it. This 
confirm that residuals are not stationary, and this mean that series are 
not cointegrated.  

Using tables is one method. We will put aside the table and 
implement the cointegration test provided by EViews. We will 
conduct the Engle and Granger and Phillips-Ouliaris tests. Both test 
are residual-based test for cointegration. The tests are simply unit 
root tests applied to the series residuals.  

The null hypothesis for both cointegration tests is: “Series are not 
cointegrated”. Therefore, rejecting the null hypothesis will result in 
our series being cointegrated.  

Engle and Granger and Phillips-Ouliaris tests differ on the 
method of accounting for serial correlation in the residual series. 
Engle and Granger test uses a parametric, ADF approach, while 
Phillips-Ouliaris test uses a non parametric P.Perron approach. By 
using the Eviews software we conduct cointegration test (Fully-
modified OLS (FMOLS), and test’s results are as follows: 
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Figure 12. Fully Modified Least Square Method Test results 
Source: Authors’ calculations in Eviews software 

 
Test results do not differ from previous test. We now proceed 

with the Engle&Granger test, and the test’s results are as follows: 

 
Figure 13. Cointegration Test – Eangle-Granger results 
Source: Authors’ calculations in Eviews software 
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Null hypothesis is that series are not cointegrated. If p-value < 
0.05 we can reject the hypothesis. However, we can see that p-value 
is bigger than 0.05, that means that we can not reject null hypоthesis. 
We confirm using Engle-Granger method that series are not 
cointegrated. The method 1 and 2 provides us the same conclusions.  
We are performing third cointegration test of Philips-Ouliaris, and 
test’s results are as shown on the following figure: 

 
Figure 14. Cointegration Test – Phillips –Ouilaris results 
Source: Authors’ calculations in Eviews software 

 
Null hypothesis is: Series are not cointegrated. However, p-

values are higher than 0.05, and we can not reject the null hypothesis, 
that finally confirms that series are not cointegrated.  
 
CONCLUSION 
 
In this paper we present two methods for testing cointegration, 
tabular regression test and Engle-Granger cointegration test and 
Phillips Ouliaris cointegration test.  

In order to test time series stationarity we integrated both series 
on same order. We used for both series first difference. Stationarity 
was checked by unit root test, using standard ADF test and Shwartz 
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criterion. We concluded that both variables are integrated with same 
order (first difference) and confirm that are stationary on the first 
difference. As a second step, we check the residuals and by using 
Least Square method confirmed that constant C is significant and that 
1% increase of GDP causes 0.83% public consumption growth. We 
did not find the presence of spurious regression. ADF Unit Root Test 
on residuals confirms that residuals are not stationary and that series 
are not cointegrated.  

First method results were confirmed by the Engle-Granger 
cointegration test and Phillips Ouliaris cointegration test. There was 
no difference in conclusions provided with second method 
cointegration tests. The value of p-value was higher that 0.05 and we 
could not reject the Null Hypothesis: Series are not cointegrated. 

That finding confirms that GDP and Public consumption of the 
Republic of North Macedonia are not cointegrated and can be used 
for further analyze using VAR(p) model. There are no doubt that 
both time series have significant mutual influence, but the character 
and intensity of influence could be determined by further 
investigation.  
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EXPLORING THE EPISTEMOLOGICAL ROLE OF THE 
DECOMPOSED S&P 500 SIGNAL COMPONENTS ON THE 
FORMATION OF INVESTORS’ SENTIMENT 
 

Gojart Kamberi1 
 

Abstract 
In this paper we address the question of whether the investor sentiment (optimism, 
neutrality, pessimism) and the decomposed S&P 500 signal components (irregularity, 
seasonality and trend) are dynamically, and Granger causally related on a temporal 
scale. The aim is to identify structural relationships between decomposed S&P 500 
signal components and investors’ sentiment that would defend our proposition that the 
formation of investors’ sentiment has an epistemological nature, grounded on the 
epistemic properties of the decomposed S&P 500 signal components. The preliminary 
VAR and Granger causality results do indicate a dynamic unidirectional relationship 
between S&P 500 signal as a whole and investors’ sentiment. While the secondary 
Granger causality results do indicate a bidirectional relationship between the 
decomposed S&P 500 signal components and investors’ sentiment. These two results 
altogether suggest a structural relationship where the S&P 500 signal decomposition 
does have an epistemological role on the formation of investors’ sentiment and vice 
versa investors’ sentiment does impact the S&P 500 signal only on the level of its 
decomposed components, but not on the S&P 500 signal as a whole. 
 

JEL Classification: G1 
 
 
INTRODUCTION 
 
The Standard and Poor’s 500 (S&P 500) as a stock investor index is 
representing the stock performance of 500 largest corporations. It is 
a widely used index by investors during their investment decision 
process (Dichtl 2020). Whereas, investor sentiment (also related to 
investors’ attention (Mbanga, Darrat, and Park 2019)) is the general 
attitude of the investors toward the future price developments in the 
financial investors expressed through the notions of 
optimism/pessimism (Baker and Wurgler 2007). Traditionally, there 
is a lot of research focus on how financial markets influence the 
investor sentiment and vice versa, how the investor sentiment 
influences the financial markets (Ahmed 2020). However, to our 
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knowledge, there is lack of research on how the epistemology of each 
of the decomposed components of the financial time series 
individually influence the investor sentiment.  

In general terms, epistemology is referred to as the theory of 
knowledge, because it is studying the nature of knowledge and 
information in all its facets: nature, source, and limits (Dretske 2008). 
The notion of epistemology is a widely applied concept in financial 
decision- making process (Robb 2013). By the epistemology of the 
decomposed components of the financial time series, we consider the 
nature, source and limits of knowledge that each of the decomposed 
financial time series components provides to the investor. Therefore, 
in this paper, we integrate the notion of epistemic utility, which is the 
utility of knowledge generated when the agents’ learning process is 
focused not only on the target which is about to be learned, but it is 
also focused on the epistemological norms of the learning process 
itself (Pettigrew 2010; Carr 2017). For example, a financial analyst 
who has been dealing with extrapolation of highly noisy financial 
signals, would be more prepared to extrapolate compared to a 
financial analyst who has not been confronted with extrapolation of 
such highly noisy signals (Banerjee and Green 2015), because 
exposing a financial analyst to an uncertain, complex, and novel 
financial signal provides her with a more epistemologically rich 
environment compared toward exposing her to a simple signal 
without noise and which has only a clearly emphasized seasonal 
pattern.  

The importance of this paper, we believe to rely on the crucial 
role that financial time series have on investment decisions, not only 
in the computational statistics perspective, but also on behavioral and 
perceptual perspectives. We aim to explore whether and how the 
epistemic properties of one aggregate financial time series as the 
S&P 500 index, influences the investors’ aggregate attitude toward 
that same financial time series, by analyzing the role of the epistemic 
properties of each of the decomposed S&P 500 components on 
investors’ sentiment. The time series decomposition is a very known 
and profound computational statistics process (Rios and de Mello 
2012). Thus, we are not aiming to elaborate on the computational and 
theoretical underpinnings of the time series decomposition process, 
because that is also out of the scope of this paper. But we intend to 
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use humbly only the epistemological contextualization that each of 
the decomposed time series components has, at this point, by 
assuming that there exists a behavioral tendency of investors when 
they visually extrapolate a financial time series graph based on visual 
feature extraction. In such case, the visual feature extraction would 
correspond (at least contextually) to visual time series decomposition 
into irregularity, seasonality, and trend component without any of 
computational statistics tools. Therefore, in the next section, we 
begin by exploring interpretatively the dynamic relationship between 
S&P500 time series and financial investor sentiment from 
epistemological perspective, and then we continue to explore 
statistically.  

 
1. THE FORMATION OF INVESTORS’ SENTIMENT, AN 
EPISTEMIC REASONING PROCESS? 
 
The importance of epistemological addressing toward financial time 
series analysis relies on the extrapolation process itself, where the 
investor is forced to decide based on her previous beliefs generated 
by probabilism (Hoffmann and Post 2016). That is, an investor 
investing during a global economic recession period, can have the 
range of her stronger probabilistic beliefs generated from experience 
that in near future there might occur a “slight improvement” of the 
financial investor, compared to the range of weaker probability 
beliefs that there might be a “sharp improvement” in such short-run 
and this difference in the strength of investors’ probabilistic beliefs 
when extrapolating is founded on the epistemological nature of past 
data evidence to which the investor has been exposed before (Lam, 
Liu, and Wong 2010). However, not all past financial evidence 
reveals information at first hand (Baltakys 2019). Indeed, investors’ 
perceptual mechanisms identify and extract features and group the 
past evidence based on the similarity of the patterns (Hawaldar and 
Rahiman 2019).  

The decomposition of time series in components of irregularity, 
seasonality and trend is a computational process whose product 
offers three components: irregularity, seasonality and trend 
component (Rios and de Mello 2012). However, these three 
components despite having a computational relevance, we propose 
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that they serve also as three epistemic properties which an investor 
can approximately identify as visual features when she is visually 
prospecting the time series graph (as in Figure 1):  

- “Is the signal very noisy?” – the irregularity component as 
increase of epistemic uncertainty of the signal 

- “Has the signal a repetitive pattern?” – the seasonality 
component as decrease of epistemic novelty of the signal 

- “Is the signal in overall increasing or decreasing in the 
long term?” – the trend component as decrease of epistemic 
complexity of the signal in long-term perspective 

The epistemic nature of each of the decomposed time series 
components relies on the different epistemic value that each of the 
components provides to the investor. For example, irregularity in a 
noisy signal represents a risky and uncertain epistemic property 
which requires a careful addressing from the observer. Whereas a 
seasonality component expressed as a repetitive pattern in the signal 
is more predictable and it offers not much of epistemic novelty to the 
investor. The trend component has implications for summarizing the 
small long-term variations into a trend and thus it provides the feeling 
of decrease in complexity of the time series in long term cyclical 
context. Furthermore, these three epistemic properties correspond to 
three out of Daniel Berlyne’s four stimulus collative properties, 
namely stimulus’ uncertainty, novelty, complexity and conflict 
(Cupchik and Berlyne 1979). The notion of stimulus collative 
properties implies that the perceiver’s curiosity (or the motivation to 
explore the environment and generate knowledge and seek 
information) depends strongly on the arousal potential of every 
stimulus ranging from abstract paintings up to musical melodies 
(Daniel E Berlyne and Lawrence 1964). Considering the behavioral 
finance level analysis of this paper, we dwell into each of the 
identified epistemic properties as to formulate our hypotheses on 
behalf of categorizing the S&P500 time series extrapolation as an 
epistemic reasoning process. This theoretical framework has also its 
psychobiological counterpart which is not primary subject of this 
paper, but for which we orientate the reader to additional literature 
(D. E. Berlyne 1970).  

Epistemic uncertainty relates to the relative frequency (or 
probability) of encountering a given consequence, which would lead 
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to an increase in the completeness/sufficiency of knowledge of the 
underlying processes involved in causing those given consequences. 
However, a decision making under risk and decision making under 
uncertainty are considered as two epistemically different categories 
(De Groot and Thurik 2018). Whereas in the former, the 
quantification and thus grasping of uncertainty is unavailable due to 
lack of epistemic reasoning (“not knowing what to know”), in the 
latter, uncertainty is quantifiable and as such probabilities are 
available enough as to apply the probability axioms. The 
epistemological nature of uncertainty is a central research topic of 
information theory, where uncertainty represents  epistemologically 
rich environment which is represented quantitatively through the 
notion of Shannon’s entropy (R. Zhou, Cai, and Tong 2013) and is 
considered a key learning factor in behavioral finance (Chen 2003).  
Considering the impact of uncertainty in investment decision making 
and risk and uncertainty perception of financial time series 
(Molgedey and Ebeling 2000; Darbellay and Wuertz 2000), we aim 
to test the following alternative hypothesis: 

H1. The irregularity component of S&P500 time series will affect 
the investors’ sentiment. 

 
Figure 1. The decomposed S&P500 
signal components 
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Investors are in continuous search of new or additional 
information that will provide them the edge over what the rest of the 
market knows. They try to overcome the market efficiency 
hypothesis by extracting and synthesizing new information that 
would lead them to new states of knowledge (Mishra and Kumar 
2011). Therefore, the repetitive patterns in a financial time series are 
easily recognizable by the market and their epistemic value drops 
significantly. Furthermore, the repetitive patterns of time series 
provide the feeling of seasonality and assurance that what is currently 
increasing at a certain (known) point in time will decrease, and vice 
versa. Although this repetitive pattern lacks novelty in terms of 
knowledge generation, it provides the investor with the opportunity 
for contrarian trading, without specifically implying that the investor 
should be optimist or pessimist. But the predictability of such a 
repetitive pattern as they offer lower risk, yet returns are lower as 
well (Chang and Pinegar 1988). We consider that the lack of 
epistemic novelty of the seasonality component (and lack of 
epistemic value due to market efficiency hypothesis), would shift 
investors from a Neutrality sentiment either towards an Optimism 
sentiment or Pessimism sentiment, depending on the seasonality 
cycle. Therefore, we formulate our next alternative hypothesis as: 

H2. The seasonality component of S&P500 signal, will decrease 
the investors’ sentiment of neutrality. 

Time series that do not provide the feeling of long-term average 
are to be considered as more complex, because they lack the 
generalization in terms of system memorability or long-term 
persistence (Tang et al. 2015). By generalization we mean the level 
of isolating small, short run signal variances as to gain the general 
long-term perspective of the signal evolution. It appears as a tradeoff, 
whether we are intending to deal with the short-term variances and 
lose the sense of signal direction (trend) or whether we are intending 
to deal with the signal direction in the long-run by averaging through 
the signal variances of the short-run. Here applies the same logic as 
central limit theorem within cross-sectional data. The normality of 
distribution of cross-sectional (both, discrete and continuous) data 
offers a feeling of order out of disorder (decreasing the complexity), 
because it generalizes the small deviances by providing a general 
representative measurement such as the sample mean. In time series’ 
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context, the long-term average provided by an increasing, uniform or 
a decreasing trend, is providing the feeling that the time series at least 
do have a direction (a long-term order out of short-term disorder), 
and as such this direction will serve epistemically when the investor 
performs a visual extrapolation, either through the lenses of 
optimism (expecting an increase of S&P500) or pessimism 
(expecting a decrease of S&P500). To test this proposition, we 
formulated the next alternative hypothesis as: 

H3. The trend component of S&P500 signal will affect the 
investors’ sentiment. 
 
2. METHODS AND DATA 
 
As to compare the effect of S&P 500 signal on investors’ sentiment 
with the effect of individual components of S&P 500 signal on the 
investors’ sentiment, we have tested two different VAR models. 
There are several direct and indirect measurement methods of the 
investor sentiment (G. Zhou 2018). We decided to rely on the 
American Association of Individual Investors (AAII) investor 
sentiment historical survey data  
 (https://www.aaii.com/sentimentsurvey).  

The AAII is providing an investor sentiment index generated by 
the AAII sentiment survey where the opinions of individual investors 
regarding the future price developments for the next six months are 
pooled directly on weekly basis. The data are time series of investor 
sentiments in terms of Bullish, Neutral and Bearish and time series 
of S&P500 in the period 1987-2020.  

To explore the general dynamic relationship between the 
S&P500 signal and the investor sentiment components (optimism, 
neutrality and pessimism) we performed a vector autoregression 
modeling of the S&P500 and the AAII investor sentiment time series 
by considering both of them as endogenous variables. This bivariate 
time series analysis shall reveal the key interactions across time in 
between these two variables of interest without dwelling in the 
details of how such dynamic relationship prevails. However, it will 
serve us latter on to test our general proposition that the decomposed 
S&P500 time series components do indeed reveal the 
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epistemological reasoning argument for the formation of investors’ 
sentiment.   

To identify the epistemic role of each individual decomposed 
S&P500 signal component on each of the investor sentiments we 
have built a second VAR model. Led by the latter exploratory aim of 
the first VAR modeling, we further continued to explore potential 
structural and temporal relationships within and between the 
decomposed S&P500 time series components and the investor 
sentiment components by using the VAR modeling approach. We 
remained open for any bi-directional relationships both in structural 
and temporal perspective. 
 
3. RESULTS AND DISCUSSIONS 
 
3.1. S&P500 signal and investors’ sentiment 
 
We started the VAR modeling procedure with tests of stationarity 
and the optimal lag length choice. From the VAR Lag order selection 
criteria, the lag 7 is proposed to be the most optimal lag length for 
performing VAR analysis on S&P500 and investor sentiment 
components time series (Table 1). From VAR of S&P500 signal and 
investor sentiment components results, there is an evident 
statistically significant relationship between S&P500 and investor 
sentiment components (Table 2). This relationship is unidirectional, 
that is, on temporal scale there is statistically significant evidence 
that S&P500 is driving the investor sentiment and not vice versa. At 
lag 1 the S&P500 time series signal is increasing the Bullish investor 
sentiment and increasing the Neutral investor sentiment, while 
decreasing the Bearish investor sentiment. Whereas at lag 2 the 
S&P500 time series signal is decreasing the Bullish investor 
sentiment and increasing the Bearish investor sentiment. There is no 
statistically significant effect of the S&P 500 signal of lag 2 on the 
Neutral investor sentiment.  
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Table 1. VAR Lag Order Selection Criteria 
Endogenous variables: BULLISH BEARISH NEUTRAL SP500  
Exogenous variables: C      
    
Sample: 1 1825     
Included observations: 1808    
              
 Lag LogL LR FPE AIC SC HQ 
              

0  3790.484 NA  
 1.78e-
07 -4.188589 -4.176421 -4.184098 

1  10906.17  14192.02 
 6.92e-
11 -12.04223 -11.98139 -12.01977 

2  11066.36  318.7682 
 5.90e-
11 -12.20172  -12.09221* -12.16130 

3  11116.72  100.0005 
 5.68e-
11 -12.23973 -12.08155  -12.18135* 

4  11143.59  53.24342 
 5.61e-
11 -12.25176 -12.04490 -12.17542 

5  11159.24  30.93486 
 5.62e-
11 -12.25137 -11.99584 -12.15707 

6  11172.27  25.68668 
 5.63e-
11 -12.24808 -11.94388 -12.13581 

7  11201.12   56.79281* 
  5.55e-
11*  -12.26231* -11.90943 -12.13208 

8  11210.94  19.27853 
 5.59e-
11 -12.25547 -11.85392 -12.10727 

              
       
 * indicates lag order selected by the criterion   
 LR: sequential modified LR test statistic (each test at 5% level) 
 FPE: Final prediction error    
 AIC: Akaike information criterion    
 SC: Schwarz information criterion    
 HQ: Hannan-Quinn information criterion   
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Table 2. Vector Autoregression Estimates 
Date: 09/01/22   Time: 11:52   
Sample (adjusted): 8 1825   
Included observations: 1810 after adjustments 
Standard errors in ( ) & t-statistics in [ ]  
          
 BULLISH BEARISH NEUTRAL SP500 
          
BULLISH(-1) -45.31230  47.39179 -2.065699  7521.448 
  (27.7984)  (26.1580)  (21.2652)  (16358.5) 
 [-1.63003] [ 1.81175] [-0.09714] [ 0.45979] 
     
BULLISH(-2)  1.665500 -2.151770  0.506709  1667.793 
  (27.8265)  (26.1844)  (21.2867)  (16375.0) 
 [ 0.05985] [-0.08218] [ 0.02380] [ 0.10185] 
     
BULLISH(-3)  11.76323 -7.408406 -4.341656 -6559.248 
  (27.8153)  (26.1738)  (21.2781)  (16368.4) 
 [ 0.42291] [-0.28305] [-0.20404] [-0.40073] 
     
BULLISH(-4) -3.719031  17.49894 -13.76230 -8315.178 
  (27.7777)  (26.1385)  (21.2494)  (16346.3) 
 [-0.13389] [ 0.66947] [-0.64766] [-0.50869] 
     
BULLISH(-5)  30.83118 -28.20299 -2.597008  4990.168 
  (27.7783)  (26.1390)  (21.2498)  (16346.7) 
 [ 1.10990] [-1.07896] [-0.12221] [ 0.30527] 
     
BULLISH(-6) -40.11857  49.80616 -9.683184 -17882.02 
  (27.7684)  (26.1298)  (21.2423)  (16340.9) 
 [-1.44475] [ 1.90611] [-0.45584] [-1.09431] 
     
BULLISH(-7) -44.92272  43.49261  1.482880  4931.054 
  (27.7881)  (26.1483)  (21.2573)  (16352.4) 
 [-1.61662] [ 1.66331] [ 0.06976] [ 0.30155] 
     
BEARISH(-1) -45.79309  47.85938 -2.052492  7504.467 
  (27.7989)  (26.1584)  (21.2656)  (16358.8) 
 [-1.64730] [ 1.82960] [-0.09652] [ 0.45874] 
     
BEARISH(-2)  1.508552 -1.998436  0.510281  1663.933 



ECONOMY & FINANCE 
 

202 
 

  (27.8276)  (26.1854)  (21.2875)  (16375.7) 
 [ 0.05421] [-0.07632] [ 0.02397] [ 0.10161] 
     
BEARISH(-3)  11.72521 -7.349160 -4.362880 -6552.639 
  (27.8164)  (26.1749)  (21.2790)  (16369.1) 
 [ 0.42152] [-0.28077] [-0.20503] [-0.40031] 
     
BEARISH(-4) -3.775275  17.53869 -13.74576 -8299.137 
  (27.7788)  (26.1395)  (21.2502)  (16346.9) 
 [-0.13591] [ 0.67097] [-0.64685] [-0.50769] 
     
BEARISH(-5)  30.83762 -28.21383 -2.592638  4980.910 
  (27.7793)  (26.1400)  (21.2506)  (16347.3) 
 [ 1.11009] [-1.07933] [-0.12200] [ 0.30469] 
     
BEARISH(-6) -40.13130  49.82727 -9.691554 -17865.90 
  (27.7695)  (26.1308)  (21.2431)  (16341.5) 
 [-1.44516] [ 1.90684] [-0.45622] [-1.09328] 
     
BEARISH(-7) -44.97903  43.59577  1.436060  4922.980 
  (27.7892)  (26.1493)  (21.2582)  (16353.1) 
 [-1.61858] [ 1.66719] [ 0.06755] [ 0.30104] 
     
NEUTRAL(-1) -45.86938  47.53738 -1.654201  7495.613 
  (27.7996)  (26.1591)  (21.2661)  (16359.2) 
 [-1.65000] [ 1.81724] [-0.07779] [ 0.45819] 
     
NEUTRAL(-2)  1.523810 -2.173991  0.670633  1681.804 
  (27.8281)  (26.1859)  (21.2879)  (16376.0) 
 [ 0.05476] [-0.08302] [ 0.03150] [ 0.10270] 
     
NEUTRAL(-3)  11.75519 -7.486413 -4.255613 -6540.216 
  (27.8169)  (26.1753)  (21.2793)  (16369.4) 
 [ 0.42259] [-0.28601] [-0.19999] [-0.39954] 
     
NEUTRAL(-4) -3.837407  17.53761 -13.68261 -8336.922 
  (27.7793)  (26.1400)  (21.2506)  (16347.3) 
 [-0.13814] [ 0.67091] [-0.64387] [-0.50999] 
     
NEUTRAL(-5)  30.87437 -28.28304 -2.560173  5002.180 
  (27.7799)  (26.1406)  (21.2511)  (16347.6) 
 [ 1.11139] [-1.08196] [-0.12047] [ 0.30599] 
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NEUTRAL(-6) -40.12696  49.80217 -9.670752 -17865.17 
  (27.7700)  (26.1312)  (21.2435)  (16341.8) 
 [-1.44498] [ 1.90585] [-0.45523] [-1.09322] 
     
NEUTRAL(-7) -44.98898  43.47982  1.561909  4915.672 
  (27.7893)  (26.1494)  (21.2583)  (16353.2) 
 [-1.61893] [ 1.66274] [ 0.07347] [ 0.30059] 
     
SP500(-1)  0.000218 -0.000285  6.65E-05  0.939232 
  (4.2E-05)  (4.0E-05)  (3.2E-05)  (0.02489) 
 [ 5.15362] [-7.14957] [ 2.05696] [ 37.7422] 
     
SP500(-2) -0.000229  0.000219  1.00E-05  0.075887 
  (5.7E-05)  (5.3E-05)  (4.3E-05)  (0.03342) 
 [-4.03499] [ 4.09995] [ 0.23109] [ 2.27094] 
     
SP500(-3) -4.01E-06  6.67E-05 -6.27E-05 -0.046087 
  (5.7E-05)  (5.4E-05)  (4.4E-05)  (0.03365) 
 [-0.07004] [ 1.24003] [-1.43300] [-1.36957] 
     
SP500(-4)  3.06E-05 -1.51E-05 -1.55E-05 -0.032936 
  (5.7E-05)  (5.4E-05)  (4.4E-05)  (0.03365) 
 [ 0.53460] [-0.28077] [-0.35322] [-0.97870] 
     
SP500(-5) -1.21E-05  4.29E-06  7.76E-06  0.089049 
  (5.7E-05)  (5.4E-05)  (4.4E-05)  (0.03382) 
 [-0.21001] [ 0.07933] [ 0.17659] [ 2.63318] 
     
SP500(-6)  7.16E-06  2.01E-05 -2.73E-05 -0.088572 
  (5.8E-05)  (5.4E-05)  (4.4E-05)  (0.03387) 
 [ 0.12437] [ 0.37161] [-0.61988] [-2.61537] 
     
SP500(-7) -1.31E-05 -7.17E-06  2.02E-05  0.064951 
  (4.3E-05)  (4.0E-05)  (3.3E-05)  (0.02530) 
 [-0.30375] [-0.17711] [ 0.61533] [ 2.56701] 
     
C  90.70711 -120.3747  30.51417  13646.50 
  (69.5327)  (65.4294)  (53.1911)  (40917.8) 
 [ 1.30453] [-1.83976] [ 0.57367] [ 0.33351] 
          
R-squared  0.539757  0.557646  0.603315  0.998330 
Adj. R-squared  0.532521  0.550692  0.597078  0.998304 
Sum sq. resids  8.404853  7.442143  4.918464  2910566. 
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S.E. equation  0.068696  0.064642  0.052551  40.42562 
F-statistic  74.59617  80.18538  96.73952  38033.42 
Log likelihood  2293.628  2403.722  2778.539 -9249.691 
Akaike AIC -2.502352 -2.624002 -3.038165  10.25270 
Schwarz SC -2.414213 -2.535863 -2.950026  10.34084 
Mean dependent  0.376683  0.308840  0.314477  1401.491 
S.D. dependent  0.100474  0.096437  0.082789  981.6621 
          
Determinant resid covariance 
(dof adj.)  5.19E-11   
Determinant resid covariance  4.87E-11   
Log likelihood  11216.74   
Akaike information criterion -12.26601   
Schwarz criterion -11.91345   
Number of coefficients  116   

 

 
From this VAR model of S&P500 signal and investor sentiment 

components we cannot infer what particularly is the reason that 
S&P500 time series influences the investor sentiment components 
across time (comparing lag 1 and lag 2) in two opposite directions. 
An increase in the S&P500 signal of lag 1 creates the investing 
euphoria and as such it would increase the investor sentiment of 
optimism; however we do see that this is not the case with the week 
before the last week (lag 2) where the increase of S&P 500 signal of 
lag 2 decreases optimism and increases pessimism. We might 
interpret this result as the investors’ past week lack of optimism is 
decreasing significantly in the current week and investors start to 
become more of optimists.  

The results from the Granger causality test confirm that it is S&P 
500 signal the one that Granger causes investors’ sentiment and not 
the vice versa (Table 3). This is statistical evidence that the S&P 500 
signal might indeed serve the investors as an epistemological target. 
Furthermore, the results from the Granger causality test reveal 
causality of S&P500 signal on investor sentiments of Bullish and 
Bearish while does not reveal causality of S&P500 signal on investor 
sentiment of Neutral. What is interesting, is that the causality 
direction is from S&P500 signal towards the investor sentiment and 
not vice versa. This at first appears to diminish the value of investor 
sentiment for predicting S&P500 signal. However, at this point we 
remain open for additional addressing to how the investor sentiments 
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relate not to the S&P500 signal per se, but to its decomposed time 
series components. Therefore, in the next sections, we continue to 
test the proposition that S&P500 signal extrapolation is indeed much 
more than computational endeavor and as such investor sentiments 
despite not relating to the S&P500 signal as a whole, they might 
relate to some of its decomposed time series components 
individually.  
 
Table 3. Pairwise Granger Causality Test 
Date: 09/03/22   Time: 18:35 
Sample: 1 1825  
Lags: 7   
        
 Null Hypothesis: Obs F-Statistic Prob.  
        
 NEUTRAL does not Granger Cause 
BULLISH  1810  1.12242 0.3459 
 BULLISH does not Granger Cause NEUTRAL  1.68048 0.1094 
        
 BEARISH does not Granger Cause BULLISH 1810  1.12103 0.3468 
 BULLISH does not Granger Cause BEARISH  4.75010 3.E-05 
        
 SP500 does not Granger Cause BULLISH  1810  3.72767 0.0005 
 BULLISH does not Granger Cause SP500  0.49340 0.8399 
        
 BEARISH does not Granger Cause 
NEUTRAL  1810  1.68033 0.1094 
 NEUTRAL does not Granger Cause BEARISH  4.75426 3.E-05 
        
 SP500 does not Granger Cause NEUTRAL  1810  1.31590 0.2386 
 NEUTRAL does not Granger Cause SP500  0.59818 0.7579 
        
 SP500 does not Granger Cause BEARISH  1810  8.22824 7.E-10 
 BEARISH does not Granger Cause SP500  0.47153 0.8557 

 
 

To gain insight into the scale of above identified statistically 
significant VAR relationships and Granger causalities both in short 
and long-run terms, we performed variance decomposition of 
S&P500 signal and investor sentiment components. We chose to 
analyze bilaterally the forecasting power of each of the components 
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on 10 periods (2.5 months). Results indicated that both, in short and 
long-run the investor sentiments have very small forecasting power 
on the S&P500 signal, which in VAR modeling it showed to be 
statistically nonsignificant. The investor sentiment of Bearish in 
comparison with the other investor sentiments has considerably 
higher forecasting power on the S&P500 signal, on average 10% in 
both short and long-term. The previously identified VAR 
relationships and the statistically significant unilateral Granger 
causality S&P500 signal towards the investor sentiments, from the 
variance decomposition results shows S&P500 to have very small 
forecasting power on investor sentiment of Bearish (on average 2.7% 
in short and long-term), on investor sentiment of Neutral (on average 
0.5% in short and long-term) and on investor sentiment of Bullish 
(on average 1.05% in short and long-term).  
 
3.2. The decomposed S&P500 signal components and investors’ 
sentiment  
 
Considering that we have already performed the stationarity test 
earlier in our first VAR modeling, we started the second VAR 
modeling with selecting the optimal lag length for the VAR model. 
The most optimal lag length turns out to be 4, which in context of 
our data means four weeks or one month (Table 4). Results of VAR 
show both structural and temporal inter and intrarelationships 
between the decomposed S&P time series components and the 
investor sentiment components (Table 5).  
 
Table 4. VAR Lag Order Selection Criteria 
Endogenous variables: BULLISH NEUTRAL BEARISH IRREGULARITY 
SEASONALITY DTREND  
Exogenous variables: C      
Date: 08/20/22   Time: 21:49    
Sample: 1 1825     
Included observations: 1815    
              
 Lag LogL LR FPE AIC SC HQ 
              
0  1113.409 NA   1.19e-08 -1.220286 -1.202091 -1.213572 
1  4450.171  6647.786  3.13e-10 -4.857489 -4.730127 -4.810495 
2  5550.217  2184.333  9.69e-11 -6.029991 -5.793463 -5.942716 
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3  8032.571  4912.735  6.54e-12 -8.725698 -8.380002 -8.598141 

4  31437.72   46165.53* 
  4.29e-
23*  -34.47683*  -34.02197*  -34.30899* 

              
       
 * indicates lag order selected by the criterion   
 LR: sequential modified LR test statistic (each test at 5% level) 
 FPE: Final prediction error    
 AIC: Akaike information criterion    
 SC: Schwarz information criterion    
 HQ: Hannan-Quinn information criterion   

 
 
Table 5. The Vector Autoregression Estimates for the decomposed S&P500 
time series components and the investor sentiment components 
Vector Autoregression Estimates    
Date: 08/20/22   Time: 15:32     
Sample (adjusted): 6 1825     
Included observations: 1815 after adjustments   
Standard errors in ( ) & t-statistics in [ ]    
              

 
IRREGULARI
TY 

DTREN
D 

SEASONALI
TY 

BULLIS
H 

NEUTR
AL 

BEARIS
H 

              

IRREGULARI
TY(-1) -1.852450 

-
0.14755
0  0.000106 

-
0.00066
3 

-
0.00034
8 

 0.0010
11 

  (0.01486) 
 (0.0148
6)  (0.00106) 

 (0.0002
2) 

 (0.0001
7) 

 (0.0002
1) 

 [-124.637] 

[-
9.92756
] [ 0.09937] 

[-
3.01276
] 

[-
2.00128
] 

[ 
4.91521
] 

       

IRREGULARI
TY(-2) -3.374312 

 0.3743
12  0.000413 

-
0.00087
5 

-
0.00052
8 

 0.0014
03 

  (0.02471) 
 (0.0247
1)  (0.00177) 

 (0.0003
7) 

 (0.0002
9) 

 (0.0003
4) 

 [-136.574] 

[ 
15.1502
] [ 0.23359] 

[-
2.39257
] 

[-
1.82603
] 

[ 
4.10389
] 

       

IRREGULARIT
Y(-3) -2.283316 

 0.2833
17  0.000573 

-
0.00019
9 

-
0.00045
3 

 0.0006
52 
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  (0.02547) 
 (0.0254
7)  (0.00182) 

 (0.0003
8) 

 (0.0003
0) 

 (0.0003
5) 

 [-89.6355] 

[ 
11.1221
] [ 0.31426] 

[-
0.52763
] 

[-
1.51802
] 

[ 
1.84923
] 

       

IRREGULARIT
Y(-4) -1.285976 

 0.2859
76  0.000135 

-
0.00014
2 

-
0.00014
6 

 0.0002
88 

  (0.01369) 
 (0.0136
9)  (0.00098) 

 (0.0002
0) 

 (0.0001
6) 

 (0.0001
9) 

 [-93.9212] 

[ 
20.8863
] [ 0.13736] 

[-
0.69934
] 

[-
0.91185
] 

[ 
1.51979
] 

       

DTREND(-1) -4.795785 
 1.7957
85  0.000201 

-
0.00019
2 

-
0.00065
6 

 0.0008
49 

  (0.03329) 
 (0.0332
9)  (0.00238) 

 (0.0004
9) 

 (0.0003
9) 

 (0.0004
6) 

 [-144.082] 

[ 
53.9516
] [ 0.08418] 

[-
0.39076
] 

[-
1.68355
] 

[ 
1.84304
] 

       

DTREND(-2)  3.634773 

-
0.63477
3  0.000539 

 0.0012
02 

 0.0005
12 

-
0.00171
5 

  (0.03646) 
 (0.0364
6)  (0.00261) 

 (0.0005
4) 

 (0.0004
3) 

 (0.0005
0) 

 [ 99.7030] 

[-
17.4120
] [ 0.20654] 

[ 
2.22902
] 

[ 
1.19947
] 

[-
3.39879
] 

       

DTREND(-3)  1.302696 

-
0.30269
6 -0.000885 

-
0.00059
5 

 0.0005
36 

 5.90E-
05 

  (0.05435) 
 (0.0543
5)  (0.00389) 

 (0.0008
0) 

 (0.0006
4) 

 (0.0007
5) 

 [ 23.9675] 

[-
5.56912
] [-0.22741] 

[-
0.74011
] 

[ 
0.84234
] 

[ 
0.07839
] 

       

DTREND(-4) -0.014402 
 0.0144
02  0.000165 

 0.0002
44 

-
0.00030
5 

 6.11E-
05 

  (0.02432) 
 (0.0243
2)  (0.00174) 

 (0.0003
6) 

 (0.0002
8) 

 (0.0003
4) 



ECONOMY & FINANCE 
 

209 
 

 [-0.59223] 

[ 
0.59223
] [ 0.09500] 

[ 
0.67682
] 

[-
1.06951
] 

[ 
0.18154
] 

       

SEASONALIT
Y(-1)  0.009318 

-
0.00931
7 -0.516244 

 0.0040
77 

-
0.00716
8 

 0.0030
96 

  (0.28864) 
 (0.2886
4)  (0.02067) 

 (0.0042
7) 

 (0.0033
8) 

 (0.0039
9) 

 [ 0.03228] 

[-
0.03228
] [-24.9709] 

[ 
0.95459
] 

[-
2.12023
] 

[ 
0.77507
] 

       

SEASONALIT
Y(-2)  0.038742 

-
0.03874
2 -0.100316 

 0.0013
97 

-
0.00100
9 

-
0.00038
6 

  (0.15480) 
 (0.1548
0)  (0.01109) 

 (0.0022
9) 

 (0.0018
1) 

 (0.0021
4) 

 [ 0.25027] 

[-
0.25027
] [-9.04759] 

[ 
0.60984
] 

[-
0.55660
] 

[-
0.18038
] 

       

SEASONALIT
Y(-3)  0.021826 

-
0.02182
9 -0.900786 

-
0.00385
2 

 0.0019
26 

 0.0019
27 

  (0.15506) 
 (0.1550
6)  (0.01111) 

 (0.0022
9) 

 (0.0018
2) 

 (0.0021
5) 

 [ 0.14076] 

[-
0.14077
] [-81.1067] 

[-
1.67874
] 

[ 
1.06075
] 

[ 
0.89821
] 

       

SEASONALIT
Y(-4)  0.031749 

-
0.03174
7 -0.485221 

 0.0018
57 

-
0.00610
2 

 0.0042
50 

  (0.28888) 
 (0.2888
8)  (0.02069) 

 (0.0042
7) 

 (0.0033
8) 

 (0.0040
0) 

 [ 0.10990] 

[-
0.10990
] [-23.4509] 

[ 
0.43440
] 

[-
1.80354
] 

[ 
1.06317
] 

       

BULLISH(-1)  800.6678 

-
800.677
5 -165.4422 

-
51.3057
9 

-
4.49041
7 

 55.809
62 

  (1824.39) 
 (1824.3
9)  (130.670) 

 (26.994
6) 

 (21.367
4) 

 (25.247
7) 
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 [ 0.43887] 

[-
0.43887
] [-1.26610] 

[-
1.90059
] 

[-
0.21015
] 

[ 
2.21048
] 

       

BULLISH(-2)  846.4450 

-
846.436
9  63.97120 

 0.3339
07 

-
5.48816
8 

 5.1775
14 

  (1827.46) 
 (1827.4
6)  (130.890) 

 (27.040
1) 

 (21.403
4) 

 (25.290
2) 

 [ 0.46318] 

[-
0.46318
] [ 0.48874] 

[ 
0.01235
] 

[-
0.25642
] 

[ 
0.20472
] 

       

BULLISH(-3) -586.9524 
 586.95
83  68.68206 

 12.344
42 

-
6.57388
0 

-
5.75371
0 

  (1826.13) 
 (1826.1
3)  (130.795) 

 (27.020
4) 

 (21.387
8) 

 (25.271
8) 

 [-0.32142] 

[ 
0.32142
] [ 0.52511] 

[ 
0.45686
] 

[-
0.30737
] 

[-
0.22767
] 

       

BULLISH(-4)  1849.467 

-
1849.47
2 -141.2767 

-
1.73254
0 

-
10.6936
6 

 12.446
20 

  (1825.12) 
 (1825.1
2)  (130.723) 

 (27.005
4) 

 (21.375
9) 

 (25.257
8) 

 [ 1.01334] 

[-
1.01334
] [-1.08074] 

[-
0.06416
] 

[-
0.50027
] 

[ 
0.49277
] 

       

NEUTRAL(-1)  799.2715 

-
799.281
2 -165.3019 

-
51.8550
7 

-
4.05625
8 

 55.924
74 

  (1824.48) 
 (1824.4
8)  (130.676) 

 (26.995
9) 

 (21.368
4) 

 (25.248
9) 

 [ 0.43808] 

[-
0.43809
] [-1.26497] 

[-
1.92085
] 

[-
0.18983
] 

[ 
2.21494
] 

       

NEUTRAL(-2)  849.1896 

-
849.181
4  63.57547 

 0.1810
29 

-
5.30823
5 

 5.1504
73 

  (1827.57) 
 (1827.5
7)  (130.898) 

 (27.041
7) 

 (21.404
7) 

 (25.291
7) 
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 [ 0.46465] 

[-
0.46465
] [ 0.48569] 

[ 
0.00669
] 

[-
0.24799
] 

[ 
0.20364
] 

       

NEUTRAL(-3) -587.6989 
 587.70
48  68.93642 

 12.324
43 

-
6.46881
9 

-
5.83878
7 

  (1826.23) 
 (1826.2
3)  (130.802) 

 (27.021
9) 

 (21.388
9) 

 (25.273
2) 

 [-0.32181] 

[ 
0.32181
] [ 0.52703] 

[ 
0.45609
] 

[-
0.30244
] 

[-
0.23103
] 

       

NEUTRAL(-4)  1848.287 

-
1848.29
2 -141.2559 

-
1.85013
1 

-
10.5622
2 

 12.432
32 

  (1825.20) 
 (1825.2
0)  (130.729) 

 (27.006
6) 

 (21.376
9) 

 (25.258
9) 

 [ 1.01265] 

[-
1.01265
] [-1.08053] 

[-
0.06851
] 

[-
0.49409
] 

[ 
0.49219
] 

       

BEARISH(-1)  800.9976 

-
801.007
4 -165.5178 

-
51.7908
8 

-
4.48187
9 

 56.286
18 

  (1824.42) 
 (1824.4
2)  (130.672) 

 (26.995
0) 

 (21.367
7) 

 (25.248
0) 

 [ 0.43904] 

[-
0.43905
] [-1.26666] 

[-
1.91854
] 

[-
0.20975
] 

[ 
2.22933
] 

       

BEARISH(-2)  844.9449 

-
844.936
7  63.99643 

 0.1747
40 

-
5.49259
3 

 5.3410
67 

  (1827.53) 
 (1827.5
3)  (130.895) 

 (27.041
1) 

 (21.404
1) 

 (25.291
1) 

 [ 0.46234] 

[-
0.46234
] [ 0.48891] 

[ 
0.00646
] 

[-
0.25661
] 

[ 
0.21118
] 

       

BEARISH(-3) -585.5085 
 585.51
44  68.84353 

 12.290
15 

-
6.60420
4 

-
5.66911
4 

  (1826.21) 
 (1826.2
1)  (130.800) 

 (27.021
5) 

 (21.388
6) 

 (25.272
8) 
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 [-0.32061] 

[ 
0.32062
] [ 0.52632] 

[ 
0.45483
] 

[-
0.30877
] 

[-
0.22432
] 

       

BEARISH(-4)  1847.907 

-
1847.91
2 -141.3977 

-
1.81886
6 

-
10.6951
9 

 12.534
09 

  (1825.20) 
 (1825.2
0)  (130.728) 

 (27.006
5) 

 (21.376
8) 

 (25.258
8) 

 [ 1.01244] 

[-
1.01245
] [-1.08162] 

[-
0.06735
] 

[-
0.50032
] 

[ 
0.49623
] 

       

C -2909.307 
 2909.3
08  174.0621 

 41.241
69 

 27.301
44 

-
67.6166
2 

  (3555.48) 
 (3555.4
8)  (254.658) 

 (52.608
7) 

 (41.642
0) 

 (49.204
2) 

 [-0.81826] 

[ 
0.81826
] [ 0.68351] 

[ 
0.78393
] 

[ 
0.65562
] 

[-
1.37421
] 

              

R-squared  0.950206 
 0.9429
16  0.797107 

 0.5645
38 

 0.5969
38 

 0.5849
57 

Adj. R-squared  0.949539 
 0.9421
51  0.794386 

 0.5586
99 

 0.5915
34 

 0.5793
92 

Sum sq. resids  36557.09 
 36557.
09  187.5383 

 8.0036
77 

 5.0146
21 

 7.0013
02 

S.E. equation  4.519176 
 4.5191
76  0.323682 

 0.0668
68 

 0.0529
29 

 0.0625
41 

F-statistic  1423.269 
 1231.9
78  293.0152 

 96.690
70 

 110.45
87 

 105.11
68 

Log likelihood -5300.405 

-
5300.40
5 -515.4776 

 2346.8
52 

 2771.1
47 

 2468.2
80 

Akaike AIC  5.868215 
 5.8682
15  0.595568 

-
2.55851
4 

-
3.02605
8 

-
2.69231
9 

Schwarz SC  5.944025 
 5.9440
25  0.671378 

-
2.48270
4 

-
2.95024
7 

-
2.61650
9 

Mean 
dependent -0.004723 

 2.1070
08 -0.000753 

 0.3770
83 

 0.3142
55 

 0.3086
61 

S.D. 
dependent  20.11781 

 18.789
32  0.713826 

 0.1006
59 

 0.0828
16 

 0.0964
33 

              
Determinant resid covariance 
(dof adj.) 

 3.95E-
23     
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Determinant resid covariance 
 3.63E-
23     

Log likelihood 
 31437.
72     

Akaike information criterion 

-
34.4768
3     

Schwarz criterion 

-
34.0219
6     

Number of coefficients  150     
       
 

The irregularity component of the S&P 500 signal of lag 1 is 
negatively related to the Bullish and Neutral investor sentiments and 
positively related to the Bearish investor sentiment. This result is 
statistically significant; thus, it implies that the level of the observed 
irregularity component of the previous week in S&P time series 
diminishes optimism and neutrality while increasing the pessimism 
levels. Similarly, irregularity component of lag 2 is negatively 
related to Bullish investor sentiment and positively related to Bearish 
investor sentiment but does not affect the Neutral investor sentiment. 
Considering the impact of Irregularity on investor sentiment only up 
to lag 2, implies that Irregularity component of S&P500 time series 
after two weeks it loses significance for investor’s decision making. 
Therefore, we reject our first null hypothesis. 

The seasonality component of the S&P500 signal of lag 1 shows 
a statistically significant negative impact on Neutral investor 
sentiment only. This means that the seasonality component of the 
previous week in the S&P500 time series is decreasing the investor’s 
neutrality and thus making them prone to move out of their comfort 
zone and become either optimists or pessimists. Furthermore, results 
of VAR imply that investors do have a sense of their investor 
sentiment across time. Being Bullish and being Bearish the last week 
they both increase the Bearish investor sentiment in the current week. 
Also, the Neutrality of the last week makes investors prone toward 
Bearish investor sentiment. Therefore, we reject our second null 
hypothesis. 

The trend component of the S&P500 signal shows a statistically 
significant impact on investor sentiment only when we consider the 
trend component of lag 2. Results show that the trend component of 
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lag 2 is positively related to the Bullish and negatively related to the 
Bearish investor sentiment. This is contrary to the common sense that 
the current increasing trend levels should lead the euphoria of 
investment. Indeed, it is the observed trend component of the week 
before last week the one that accounts for increasing the Bullish 
investor sentiment and decreasing the Bearish investor sentiment. 
Therefore, we reject our third null hypothesis. 

Granger causality test results reveal that investor sentiments do 
indeed relate to decomposed S&P500 time series components (Table 
6). The investor sentiment of Bullish is impacting the Irregularity and 
Trend component of the S&P500 signal. Whereas the investor 
sentiment of Bearish is impacting only the Trend component of the 
S&P500 signal. There is no statistically significant result that 
seasonality component is impacted by the investor sentiment. This is 
logical, considering that seasonality patterns emerge due to 
exogeneous natural cycles. These results add up to the argument that 
the extrapolation of S&P500 is indeed an epistemic reasoning 
process where the investors process the epistemic properties of the 
decomposed S&P500 time series components and as such the 
epistemically upgraded investors’ sentiments impact individually the 
future decomposed S&P500 time series components. 
 
Table 6. Pairwise Granger Causality Tests 
Date: 09/03/22   Time: 18:30 
Sample: 1 1825  
Lags: 2   
        
 Null Hypothesis: Obs F-Statistic Prob.  
        
 NEUTRAL does not Granger Cause BULLISH  1820  2.69576 0.0678 
 BULLISH does not Granger Cause NEUTRAL  0.98537 0.3735 
        
 BEARISH does not Granger Cause BULLISH  1820  2.69305 0.0679 
 BULLISH does not Granger Cause BEARISH  5.64524 0.0036 
        
 IRREGULARITY does not Granger Cause 
BULLISH  1820  39.2796 2.E-17 
 ***BULLISH does not Granger Cause IRREGULARITY 8.68671 0.0002 
        
 SEASONALITY does not Granger Cause 
BULLISH  1820  0.54702 0.5788 
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 BULLISH does not Granger Cause SEASONALITY  0.21858 0.8037 
        
 DTREND does not Granger Cause BULLISH  1819  38.3710 5.E-17 
 ***BULLISH does not Granger Cause DTREND  5.89265 0.0028 
        
 BEARISH does not Granger Cause NEUTRAL 1820  0.98550 0.3735 
 NEUTRAL does not Granger Cause BEARISH  5.65227 0.0036 
        
 IRREGULARITY does not Granger Cause 
NEUTRAL  1820  0.39181 0.6759 
 NEUTRAL does not Granger Cause IRREGULARITY  0.12737 0.8804 
        
 SEASONALITY does not Granger Cause 
NEUTRAL  1820  0.38890 0.6779 
 NEUTRAL does not Granger Cause SEASONALITY  0.18357 0.8323 
        
 DTREND does not Granger Cause NEUTRAL  1819  3.76699 0.0233 
 NEUTRAL does not Granger Cause DTREND  1.42666 0.2404 
        
 IRREGULARITY does not Granger Cause 
BEARISH  1820  49.7928 9.E-22 
 ***BEARISH does not Granger Cause IRREGULARITY 11.1928 1.E-05 
        
 SEASONALITY does not Granger Cause 
BEARISH  1820  0.15853 0.8534 
 BEARISH does not Granger Cause SEASONALITY  0.22204 0.8009 
        
 DTREND does not Granger Cause BEARISH  1819  64.3135 1.E-27 
 BEARISH does not Granger Cause DTREND  11.9995 7.E-06 
        
 SEASONALITY does not Granger Cause 
IRREGULARITY  1823  0.00438 0.9956 
 IRREGULARITY does not Granger Cause 
SEASONALITY  0.00123 0.9988 
        
 DTREND does not Granger Cause 
IRREGULARITY  1822  413.649 9E-149 
 IRREGULARITY does not Granger Cause DTREND  1161.23 0.0000 
        
 DTREND does not Granger Cause 
SEASONALITY  1822  0.00046 0.9995 
 SEASONALITY does not Granger Cause DTREND  0.02381 0.9765 
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The variance decomposition results indicate that the percentage 
of forecast error variance of decomposed S&P500 on investor 
sentiments although statistically significant (as indicated above) it is 
still very low. All investor sentiment components (individually) have 
a forecasting power of 0.4% on the decomposed S&P500 signal 
components (individually) during 10 periods. Whereas the above 
statistically significant relationships of investor sentiments and 
S&P500 signal components show to increase in the long run. The 
power of Irregularity component to forecast the Bearish investor 
sentiment, in the long term (10 periods) is approximately 15%, which 
is considerably higher than the forecasting power of the Seasonal and 
Trend component. The power of Irregularity component to forecast 
the Bullish investor sentiment in long term (10 periods) is 
approximately twice as lower as the power to forecast the Bearish 
investor sentiment, approximately 8%.  

According to (Lütkepohl and Poskitt 1991), the stability 
(stationarity) of the estimated VAR can be evaluated with the 
modulus (less than 1) of all roots and which lie inside the unit circle. 
Results indicate that both VAR models do have modulus less than 1 
and all the roots do lie inside the unit circle (Figure 2). 
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Figure 2. The 1st and 2nd VAR models stability 

                       
CONCLUSION 
 
We conclude that the decomposition of time series into its three time 
series components, namely the irregularity (noise), seasonal and 
trend component, represents not only a computational endeavor, but 
also a strategic epistemological effort to address the individual role 
that each of these components play on the investors’ sentiment 
formation process. From the interpretations of the decomposed time 
series’ epistemic properties, we can conclude that the irregularity 
component increases epistemic uncertainty, seasonality component 
decreases epistemic novelty, whereas the trend component increases 
epistemic complexity. The epistemic uncertainty in the extrapolation 
process, increases the epistemic challenge of the extrapolation and as 
consequence the investors’ optimism is decreased. Seasonal patterns 
are repeatable patterns which do not add up novelty to investors’ 
knowledge, thus factoring out the seasonality component from the 
time series serves as an effort to isolate only the “novel” patterns for 
which investors do not have a previous knowledge. As consequence, 
the seasonality component decreases investors’ sentiment of 
neutrality thus seasonality component is directing investors either 
towards the sentiment of optimism or pessimism. Whereas the 
extrapolation process of financial time series whose long-term 
average is inconsistent representative of short-term average in the 
logic of system-memorability, despite representing higher epistemic 
complexity, it increases investors’ sentiment of optimism. 
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Considering that the results of this paper represent the investors’ 
behavioral level of extrapolation, this opens the door for future 
experimental research as to reveal on how the formation of investors’ 
sentiment results from these three epistemic components of a 
decomposed financial time series in terms of investors’ visual 
attention toward financial time series, and how it impacts the 
extrapolation process. 
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DEVELOPMENT INVESTMENT PLANNING IN ORDER TO 
INCREASE THE COMPANY'S REVENUES 

 
Saso Kozuharov1 

Renata Stoilkovska 
 

Abstract 
Labor is an insult to prove the assumption that the planning of investments for the 
development of the enterprise is connected with the increased income of the same. 
R&D companies often introduce organizational changes that aim to lead them to the 
best in the competition or to keep them in check. These organizational changes 
introduce them by investing in projects. They need to be well planned, with a quality 
analysis of the relevant factors, taking into account every detail of the project. 
The serious increase in the supply of investment projects contributes to reduced losses 
and expected increased revenue of the company. 
The study shows a survey conducted in companies that apply innovative investment 
projects in order to increase income. 
The presumption in the general hypothesis for the connection of the planning of the 
investments for development of the enterprise with the increased incomes of the same 
is proved in labor. 
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E-TRADERS’ ADAPTATION TO COVID-19 CHALLENGES 
  

Nina Angelovska 1 
 
Abstract 
The COVID-19 pandemic caused several severe disruptions to which businesses have 
had to react in a very short time in order to adapt their businesses to the challenges 
and reap the opportunities raised for e-commerce. The response of the Macedonian e-
traders was different in terms of efficiency and effectiveness. The main goal of this 
research is to investigate the impact of e-traders response to Covid-19 challenges on 
online growth. Using existing survey data results we performed linear multiple 
regression to find out who made the most of the adaptation to Covid-19 challenges. 
We find statistically significant results confirming that online growth during the 
Covid-19 emergency was higher in the companies that undertake marketing and 
delivery adaptation. Further, it was confirmed that e-traders that were selling 
traditionally and online made higher online growth. Companies with fewer employees 
were more adaptable to reach higher online growth. Online sales have affected the 
online growth of e-traders, and online visits do not statistically significantly influence 
online growth. The e-traders that believe in the potential for e-commerce in North 
Macedonia have achieved higher online growth. The timing of the start of the online 
business does not affect the online growth of e-traders.  
 
Keywords: E-commerce, Marketing adaptation, Delivery adaptation, Pandemic, 
Online sale 

 
JEL classification: M30 

 
INTRODUCTION 
 
The coronavirus outbreak, which is referred to as Covid-19 as a 
shortened version of “coronavirus disease of 2019”, was spread 
incredibly fast among people and in just a few months, tens of 
thousands of people worldwide have become infected (Platje et al. 
2020). Furthermore, as the Covid-19 outbreak spreads it also affected 
companies across the world. Some of the world's biggest companies 
had negative effects such as disrupted manufacturing, empty stores 
without consumers, and flagging demand for their wares (Eavis 
2020). Some of the most hard-hit sectors include airlines, leisure, and 
hospitality; Bars and restaurants are also being heavily affected 
(Dragomir 2021). This pandemic has become the biggest threat to the 
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global economy and financial markets as China, North America, and 
Europe have been the most hard-hit markets. The Organization for 
Economic Co-operation and Development (OECD) has downgraded 
its 2020 real GDP growth projections for almost all economies (Lee 
2020). Furthermore, some countries are starting to put their citizens 
on various forms of lockdown to slow the spread of the virus. These 
include national quarantines, and school and work closures (Kaplan 
et al. 2020). Altig et al. (2020) consider several economic uncertainty 
indicators for the US and UK before and during the COVID-19 
pandemic: implied stock market volatility, newspaper-based 
economic policy uncertainty, Twitter chatter about economic 
uncertainty, subjective uncertainty about future business growth, and 
disagreement among professional forecasters about future GDP 
growth (Altig et al. 2020) 

Intuitively, the crisis will not only leave numerous firms 
struggling for survival but will also impose some to search for 
suitable alternative strategic paths (Seetharaman 2020). While the 
Covid-19 crisis, on the one hand, has posed many challenges to 
business firms, on the other hand, the use of today’s technology 
innovations allows such firms chances to determine novel business 
methods that will allow them to survive the crisis. Online shopping 
is one of those opportunities, where many manufacturing and retail 
sectors reviewed and adapted their business models online (Herath 
and Herath 2020). Therefore, it was expected that COVID-19 will 
permanently normalize the usage of online shopping.  

The COVID-19 pandemic accelerated existing trends in e-
commerce adoption and increased its penetration globally. As 
governments and private entities took measures to mitigate the 
spread of the virus, including lockdowns and movement restrictions, 
and consumers practiced social distancing to prevent contagion, a 
significant share of domestic and international trade in goods and 
services were redirected through digital means. Consumption of 
digital services and online shopping surged during the pandemic, 
especially through previously established platforms and 
marketplaces. More businesses and consumers resorted to electronic 
payment methods, while many people work from home, increasing 
pressure on the internet. For many businesses and consumers, this 
represented an opportunity to tap into online and digital markets for 
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the first time, while others took advantage of the situation to 
strengthen their online presence. Many firms right now are forced to 
respond to multiple fronts at once, both for the protection of their 
workers' safety, as well as protecting their operational viability as 
many of them are experiencing difficulties with their supply chains 
(Vanany et al. 2021). According to Craven et al. (2020), there are 
some immediate actions that firms should consider in response to 
Covid-19 (Craven et al. 2020). Depending on the level of e-readiness 
and the extent of digitalization in each company before the pandemic, 
the rapid transition to e-commerce faced different challenges. In 
particular, e-commerce thrived, allowing those businesses that had 
opened or strengthened digital sales channels as the pandemic 
unfolded to keep afloat and remain solvent during the crisis. This is 
due to physical stores closing because of the virus and pushing 
consumers to go online for necessities (Holman 2020). 

The pandemic has presented an opportunity for companies in 
North Macedonia to realize the digital market’s potential and address 
the challenges for maximum results. The purpose of this study is to 
investigate and explore how Macedonian companies responded to 
Covid-19 pandemic challenges and what factors influenced the most 
the utilization of the potential for e-commerce growth.  

The remainder of the paper is organized as follows. Section 2 
presents the literature review. Section 3 explains data collection and 
methodology. Section 4 provides empirical analyses. The last section 
offers concluding remarks. 
 
1. LITERATURE REVIEW 
 
As the topic of the Covid-19 outbreak is still current, there is a lack 
of studies about it and particularly its relation to e-commerce 
companies. What is so far known about this subject is that it does 
affect most types of companies somehow and it is affecting global 
and national economies (Fernandes 2020). Fernandes (2020) 
estimates that most countries’ GDP growth is likely to decline by 
three to five percent in 2020 in an event of a mild (1.5 months) 
lockdown. The coronavirus isn’t only a global health crisis, but an 
economic one as well. Many businesses across the world have been 
struggling due to China coping with the pandemic. The COVID-19 
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pandemic harms business performance and this incidence can be 
resolved if businesses can adapt by adopting digital marketing and 
building CRM (Nyoman et al. 2021).  

The Covid-19 situation is bound to have many consequences for 
consumers, but many retailers have mixed opinions about the 
severity of Covid-19 and its impacts. One study by Digital 
Commerce 360 (2020), including a survey of 304 retailers shows that 
when asked what impact they believe Covid-19 will have on their e-
commerce business, 32% believed that it would go down somewhat 
while 30% answered that they think it would go up somewhat. The 
study, furthermore, states that online retailers are continuing to adapt 
to the continuously changing environment that the Covid-19 
outbreak causes. Digital Commerce 360 has a Top 100 list of (North 
American) retailers based on their global e-commerce sales and as of 
March 23, 62 of the retailers from the list have closed physical stores 
due to the pandemic. Most of them now have Covid-19 –related 
messages on their site and these are some of the changes they 
currently have to adapt to. The study furthermore states that online 
sales have increased by 52% compared to the same period last year. 
Offline retailers are now becoming more dependent on their digital 
commerce strategies and digital tools to keep their businesses going 
(Digital Commerce 360 2020).  

The crisis can deepen even further if the supply of essential 
products is stopped. Therefore, when doing business in times of a 
pandemic, some strategic planning must be considered (Abdin 2020). 
E-businesses and e-commerce are having great opportunities during 
this time, as consumers don't have to go outside and expose 
themselves to the virus. Digital tools are a great option as they can 
be used for receiving orders, materials procurement, receiving 
shipments, operationalizing production, distribution, and after-sale 
service (Abdin 2020). 

The Covid-19 situation is constantly changing, and new 
challenges emerge. Many people’s daily lives have now changed as 
some countries are on lockdown and people are generally staying 
inside more (Hasanat et al. 2020). The online orders of household 
goods and consumables have risen. Because of Covid-19 online 
order fulfillment slows as companies have more orders from 
consumers and the time to fulfill orders has risen. There have 
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previously been changes in the value chain due to digitalization and 
digital environments that allow the value chain activities to be virtual 
and in the time of a pandemic, these could have more potential and 
be flexible (Roosendaal et al. 2003). Furthermore, business models 
embrace the concept of value chains and it is important to understand 
the business model of the operating firm, especially when new 
products or services are developed under a state of significant change 
(Picard 2000). When the environments of firms or industries change, 
supporting factors of a business model also change to suit the 
environment. When this happens, there is the risk of business models 
being less successful than they maybe once wbeen and could 
potentially be abandoned (Picard 2000). Retailers are aware that their 
responses to the emergency will dramatically impact their business, 
but are scrambling to adapt as they have very little time to take action 
(Pantano et al. 2020). 

Furthermore, the Covid-19 outbreak could be compared to the 
SARS crisis that happened in 2002 and 2003, which was quite the 
early days for e-commerce as it started taking off in the '90s (Liu et 
al. 2011). However, companies like Alibaba and JD.com grew 
significantly during this time as they were established in the early 
years of e-commerce, during the late 1990s and early 2000s (Reardon 
et al. 2021). E-commerce firms employ strategies to “fast-track” their 
spread, responding to challenges of high transaction costs, 
heterogeneous consumers, and persisting importance of retail small 
and medium enterprises (Reardon et al. 2021). During the SARS 
outbreak, thousands of people were infected which also lead to 
schools, factories, and shops being closed in China (Liu et al. 2011). 
During the outbreak of SARS, Alibaba eventually evolved into a 
B2B platform that connected U.S. buyers with Chinese Suppliers. 
JD.com launched an online e-commerce site and they were a chain 
of small electronics (Zheng et al. 2020). Due to the SARS outbreak, 
JD.com had to close almost all of its physical stores and its online 
retail presence grew instead. Furthermore, during the SARS 
outbreak, an employee at Alibaba caught the virus which leads to 
500+ employees being forced to quarantine at home while also 
working from home (Zheng et al. 2020). While many countries gave 
warnings to businesspersons outside of China for traveling to China, 
they instead took an interest in Alibaba´s online business. Other 
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Chinese suppliers started to invest more in online marketing on 
Alibaba´s platform and that year in 2002, their business grew by 50% 
and was seeing daily revenues of 10 million RMB. These examples 
could be compared to the current events to some extent and show an 
example of how pandemics can affect e-commerce (Zheng et al. 
2020). 

The COVID-19 pandemic has accelerated the growth in domestic 
and cross-border e-commerce. Lockdowns, movement restrictions, 
and social distancing to prevent contagion have driven a switch to 
online and digital channels, increasing the share of digital trade on 
total trade, both in goods and services. Businesses and consumers 
shifted massively to digital and online channels to circumvent social 
distancing measures, continue business operations, secure sources of 
income, and remain solvent during the pandemic. Within a few 
months, e-commerce penetration in the region jumped years forward, 
accelerating a slow digital transformation process occurring before 
the outbreak of COVID-19. 

While domestic e-commerce saw unprecedented growth rates, 
preliminary data suggest cross-border merchandise e-commerce in 
the region was negatively affected by the pandemic. The latter 
happened particularly at the extensive margin, as fewer consumers 
bought in foreign marketplaces. Disruption in all travel modes, 
particularly air transport, seems to have been mostly responsible for 
this trend. The push toward digital trade was held back by important 
bottlenecks in the region. Some challenges were shared by most 
countries worldwide given the magnitude of the crisis, but most 
reflected structural deficits that hinder digital trade. Notwithstanding 
substantial cross-country differences, the region trails the OECD and 
South-East Asia in its preparedness to engage and benefit from e-
commerce. In many countries in LAC, internet access remains of low 
quality and expensive, with large gaps between rural and urban areas. 
Trade facilitation measures lack coordination between border 
agencies and private operators, while the adoption of new 
technologies is still low. 
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2. METHODOLOGY AND DATA 
 
The quantitative method has been applied, using an existing 
questionnaire surveyed by the Macedonian E-commerce Association 
(Angelovska and Angelovska 2020). The surveyed questionnaire 
aimed to reveal the challenges faced by e-traders in North 
Macedonia, but even more, the degree of utilization of opportunities 
that have arisen from the emerging health crisis. The questionnaire 
was surveyed from October 16th to 27th 2020. The questionnaire 
consists of 6 sections and for this study, we use the first demographic 
section and the sixth section about the Covid-19 influence on their 
work, challenges, and expectations. The total response rate is over 
10%, i.e. from a total of sent questionnaires to 697 e-mail addresses, 
75 e-merchants responded. After cleaning the received answers and 
eliminating multiple answers from the same e-merchants, 68 valid 
answers were received (Angelovska and Angelovska 2020). The 
frequency of the answers of e-traders in sections 1 and 6, measures, 
and codes are presented in Table 1. Most of the companies that 
responded are from the retail industry (53%), then service activities 
(21%), and others (17%), and there are also wholesale companies 
with 9%. The online traders that participated in the survey are mostly 
small and the number of employees in most of them (81%) is up to 
20 employees. while 9% have 21 to 50 employees and 10% with over 
50 employees. 43% of online companies that answered the 
questionnaire started online sales in 2020, 37% started in the period 
2015-2019, and 20% before 2015. Most of the respondents are 
companies that started online sales in 2020, which means that the 
companies that started online sales during the COVID crisis to adapt 
to the new situation are the most represented. 65% of e-traders deal 
with products, while products and services b9% and services are 
offering 12% and only 4% dealing travel. 59% of the respondents 
were pure-play online sellers. 51.5 % of the e-traders that responded 
to the questionnaire started to sell online due to the Covid-19 
emergency, 91% made marketing adaptations to new circumstances, 
and 77% made delivery adaptations. 44% of the e-traders reported 
increased sales and 72% increased visits due to pandemic 
emergencies. The e-traders were asked to assess how they used the 
Covid-19 challenges, then what is potential for e-commerce growth 
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in North Macedonia, and what is Covid-19 impact on their online 
growth starting from 1, little to 5 very much. They assessed worst 
with a mean of 3.61 the used Covid-19 opportunity, then the potential 
for e-commerce growth in Macedonia with a mean of 4.01 and a 
maximum of 4.21 e-traders assessed the Covid-19 impact on online 
growth.    
 

Table 1. Descriptive statistics of e-traders demography  

Variabl
e 

Code Answers Freq
. 

% Cumulative
% 

Industry  1 Retail 36 52.9 52.9 

2 Production 1 1.5 54.4 
3 Wholesale 6 8.8 63.2 

4 Services 14 20.6 83.8 

5 Other 11 16.2 100 

Number of 
employees  

1 1-5 30 44.1 44.1 

2 6-10 8 11.8 55.9 

3 11-20 17 25.0 80.9 

4 21-50 6 8.8 89.7 
Start selling 
online 

1 Before 2012 5 7.4 7.4 

2 2013-2014 9 13.2 20.6 

3 2015-2017 12 17.6 38.2 

4 2018-2019 13 19.1 57.4 

5 2020 29 42.6 100.0 

Offering 1 Products 44 64.7 64.7 

2 Services 8 11.8 76.5 

3 Travel 3 4.4 80.9 

4 Products and services 13 19.1 100.0 

Selling 
channels  

0 Pure-play 40 58.8 58.8 

1 Click and mortar 28 41.2 100 

Covid-19 
decision to 
sell online 

0 Yes 33 48.5 48.5 

1 No 35 51.5 100 

Covid-19 
marketing 
adaptation 

0 No 6 8.8 8.8 

1 Yes 62 91.2 100 

0 No 16 23.5 23.5 
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Covid-19 
delivery 
adaptation 

1 Yes 52 76.5 100 

Covid-19 
impact on 
sales 

0 No change or 
decreased 

38 55.9 55.9 

1 Increased 30 44.1 100 

Covid-19 
impact on 
visits 

0 No change or 
decreased 

19 27.9 27.9 

1 Increased 49 72.1 100 

Used Covid-
19 
opportunity, 
mean=3.63 

1 Little 3 4.4 4.4 

2  6 8.8 13.2 

3  19 27.9 41.2 

4  25 36.8 77.9 

5 Very much 15 22.1 100.0 

Potential for 
e-commerce 
growth in MK, 
mean=4.01 

1 Little 0 0 0 

2  3 4.4 4.4 

3  16 23.5 27.9 

4  26 38.2 66.2 

5 Very much 23 33.8 100.0 

COVID-19 
impact on the 
online 
growth-
dependent 
variable, 
mean=4.21 

1 Little 3 4.4 4.4 

2  2 2.9 7.4 

3  11 16.2 23.5 

4  14 20.6 44.1 

5 Very much 38 55.9 100.0 

 
A multiple regression model is used to determine the factors that 

influenced e-commerce growth – the supply side, by Covid-19 in 
North Macedonia. More specifically, the research question to be 
answered is:  

RQ: What factors influenced the online growth of Macedonian e-
traders during the Covid-19 emergencies?  

The study aims to understand the e-traders response to COVID-
19 in the retail sector. The retail industry has been taking measures 
to protect employees’ health. The retail industry was trying to adapt 
to the new Covid-19-created challenges and to make things easier for 
the customers or respond to increased demand for online shopping. 
The main measure for e-traders online growth during Covid-19 
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captures responses in the following item in the survey: How has 
Covid-19 affected your online growth?, and is a dependent variable 
in our regression analysis (measured by 5 points Likert scale 1 being 
little and 5 very much). The focus of this research is to find out how 
e-traders' responses affected online growth in Covid-19 emergencies. 
Specifically, we want to see the impact of adaptation e-traders made 
to online growth.  For that reason, the following hypotheses were 
formulated for a more thorough study of the set goals. The 
hypotheses to be tested are: 

H1: Marketing adaptation during Covid-19 did affect the online 
growth of e-traders 

H2: Delivery adaptation during Covid-19 did affect the online 
growth of e-traders 

As control variables, we use:  Sales channel, number of 
employees, the timing of the start of online selling, visits and sales 
during Covid-19, and assessment of the e-traders of the potential for 
e-growth in North Macedonia. 
  
3. RESULTS 
 
The econometric analysis started with linear regression, and the 
model summary is presented in Table 2. The R-squared is 0.73, 
which means that there is a strong significant link between the 
variables. The modification of the independent variables can 
influence 73% of the modification of the dependent variable, online 
growth. The ANOVA test revealed that F (5.299) is statistically 
significant at a 1% level of significance. Therefore, the model is valid 
and can be used to test the relationship between the dependent 
variable and different independent variables of the proposed model. 
 
Table 2. Model Summary 

Model R R Square 
Adjusted R 
Square Std. Error of the Estimate 

1 .732a .536 .435 .827 
ANOVA 
Model Sum of Squaresdf Mean Square F Sig. 
1 Regression 43.495 12 3.625 5.299 .000b 

Residual 37.622 55 .684   
Total 81.118 67    
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a. Dependent Variable: ONLINEGROWTH 
b. Predictors: (Constant), CHANAELS_TYPE, 

NUMBER_OF_EMPLOYEE, COVID_19IMPACT_ON_SALES, 
COVID_19_IMPACT_ON_VISITS, MARKETING_ADAPTATION, 
DILIVERY_ADAPTATION, 
POTENTIAL_FOR_E_COMMERCE_GROWTH_IN_MK, 
WHEN_DID_YOU_START_ONLAJN 

 
The results of the regression model are presented in Table 3.  H1 

and H2 show a positive impact of marketing and delivery adaptation 
during Covid-19 emergencies on e-traders’ online growth (β = 0.478, 
p = .000 and β = 0.661, p = .01). The impact is positive and 
statistically significant. The p-value (p = 0.000 and p = .01) reveals 
the positive and direct relationship and β = 0.478 indicates that 
marketing adaptation affects the dependent variable i.e. online 
growth by about 48 percent and β = 0.661 that delivery adaptation 
affects the dependent variable i.e. online growth by about 66 percent. 
Further, the regression analysis shows a statistically significant 
impact of the type of sale channel, meaning that if the e-trader is 
selling pure play, just online or as well in shops “click and brick”. 
There is a direct and significant relationship between the channel 
type and the online growth (β = 0.43, p = .004). The result can be 
explained that e-traders that have both sales channels, due to the 
lockdown, did start to sell just online and self-reported higher online 
growth. The number of employees has a direct and statistically 
significant negative relationship with online growth (β = -0.16, p = 
.004). During the Covid-19 emergency, companies with more 
employees were struggling with liquidity and payment of salaries. 
Consequently, they could not focus on strategies for increasing 
online growth. Companies with fewer employees were more 
adaptable to reach higher online growth. Online sales and visits have 
affected the online growth of e-traders, but online sales have a 
statistically significant impact (β = 0.63, p = .002) on online growth 
and online visits do not statistically significantly influence online 
growth. The assessment of the potential of e-commerce growth in 
North Macedonia has a statistically significant impact on online 
growth (β = 0.31, p = .003). The e-traders that believe in the potential 
for e-commerce in North Macedonia have achieved higher online 
growth. The timing of the start of the online business does not impact 
the online growth of e-traders 



ECONOMY & FINANCE 
 

233 
 

 
Table 3 Regression results 
Variable Coefficient Std. Error t-Statistic Prob.  
  
CHANAELS_TYPE 0.432037 0.203013 2.128118 0.0376

NUMBER_OF_EMPLOYEE -0.160355 0.074913 -2.140547 0.0367

COVID_19IMPACT_ON_SALES 0.634080 0.270166 2.347002 0.0225

COVID_19_IMPACT_ON_VISITS 0.060821 0.227351 0.267518 0.7901

MARKETING_ADAPTATION 0.477757 0.100567 4.750655 0.0000

DILIVERY_ADAPTATION 0.662450 0.254929 2.598568 0.0119
POTENTIAL_FOR_E_COMMERCE
_GROWTH_IN_MK 0.310983 0.133868 2.323061 0.0238
WHEN_DID_YOU_START_ONLAJ
N -0.026559 0.077757 -0.341562 0.7340

C 0.451338 0.744762 0.606016 0.5470
      
CONCLUSION 
 
E-commerce underwent a significant stress test at the time of the 
onset of the global COVID-19 pandemic. Panic buying, partial 
closure of brick-and-mortar shops, and the overall market 
uncertainty created unprecedented conditions for all market players. 
Governments’ response to the COVID-19 outbreak resulted in 
imposed social-distancing measures, lockdowns, and closing of 
economies triggering acceleration of e-commerce growth globally. 
Driven by necessity, consumers shifted from traditional to online 
shopping. The retailers on the supply side of the market needed to 
adapt in a relatively short time. Some of the retailers were ready to 
start with the digital transformation they have implemented, while 
others were forced to improvise under the pressure of market 
survival. The types of appropriate marketing plans, approaches, and 
strategies businesses have taken to adapt to the new circumstances 
will show who harvests the most of the potential for e-commerce 
development.  The main goal of this research is to investigate how e-
traders responded to Covid-19 challenges. More particularly, we 
wanted to know how adaptation in marketing and delivery affected 
the online growth of e-traders. Using existing survey data results we 
performed linear multiple regression. Regression results confirmed 
that online growth during the Covid-19 emergency was affected by 
actions to make marketing and delivery adaptation. We used control 
variables and find out that e-traders that were selling traditionally and 
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online made higher online growth. Companies with fewer employees 
were more adaptable to reach higher online growth. Online sales and 
visits have affected the online growth of e-traders, but online sales 
have a statistically significant on online growth and online visits do 
not statistically significantly influence online growth. The 
assessment of the potential of e-commerce growth in North 
Macedonia has a statistically significant impact on online growth. 
The e-traders that believe in the potential for e-commerce in North 
Macedonia have achieved higher online growth. The timing of the 
start of the online business does not affect the online growth of e-
traders. 
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LINKING FACEBOOK ADS WITH SHORT-TERM 
FINANCIAL EFFECTS: EMPIRICAL EVIDENCE FROM 
NORTH MACEDONIA 

 
Nina Angelovska 1 

 
Abstract 
Companies around the world widely use and spend a substantial amount of 
expenditure on Facebook ads. We focus in this research on the financial returns of 
Facebook ads made towards the achievement of engagement (sales), particularly 
short-term profitability. The aim of this research is to answer the questions of interest 
to managers and academics: is Facebook advertisement worth investing money and 
what factors affect short-term profitability? We analyzed data from 258 Facebook ad 
campaigns towards engagement on monthly bases, made by the group-buying site 
Grouper. First, we measure the return on investment on Facebook ads (ROFI) as a 
means of short-term profitability and the results discovered that one Euro investment 
in Facebook ads will return eight Euro. To explore what factors affect ROFI we 
perform regression analysis and the results show that a significant factor for ROFI is 
the cost per conversion meaning that decreasing 1 percentage in cost per conversion 
will increase ROFI for 12 points.   
 
Keywords: e-commerce, promotion, digital advertising, group buying site, ROFI, 
North Macedonia 

 
JEL classification: M27, M37 

 
INTRODUCTION 
 
Social media and internet has completely changed the way of 
communication and more important is that has completely changed 
the approach to marketing. For marketer’s social media became a 
dynamic space to reach customers, interact with them and listen their 
voices for better impact (Hewett et al., 2016). What is even more 
important for this new marketing tool is possibility that companies 
get immediate feedback, reviews, complaints and suggestions from 
their customers. Also, very important information enabled by social 
media is timely reports about all customer activities. Facebook is 
market leader and was the first social network to surpass 1 billion 
registered accounts, and in the second quarter of 2020 sits at more 

 
1 Nina Angelovska, Ph.D., Assistant Professor, University of 
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than 2.7 billion monthly active users (Statista, 2020). Promoting a 
business via Facebook serves as a very attractive business 
proposition due to the vast amount of steady traffic every day. 
Facebook advertising is a tool that for all companies can afford, not 
in the past privilege just for big companies due to the substantial 
budget requirements. Small companies can reach marketing and 
business goals by Facebook ads considering the ease of access and 
tailored budgeting towards goals to be achieved. Number of 
Facebook active advertisers is growing because for many companies 
Facebook is the preferred social media platform (De Vries and 
Leeflang 2012; John et al., 2017). In the second quarter of 2020, the 
number of companies that were using the social networking platform 
Facebook to promote their products and services reached nine 
million compare to 3 million in the first quarter of 2016. Facebook's 
annual revenue from network's advertising in 2019 amounted to 69.6 
billion U.S. dollars, a 27 percent increase from 55 billion U.S. dollars 
in 2018 (Statista, 2020). Companies all over the world are using this 
globally widespread marketing tool and spend substantial amount of 
money on Facebook ads. The basic definition of marketing indicates 
maximizing the use of company resources and developing products 
and services to meet customer needs (Hajir, 2012).  

The growing expenditure for Facebook advertising brings 
questions like: “What is optimal amount invested in advertising that 
will maximize the return; How the company can decide which 
amount to spend that will get the maximum return; and what is the 
point of investing when the return starts to fall?"  and open up a new 
area of research focused on analyzing the optimal investment in 
Facebook ads, which will help managers make better decisions and 
maximize the return on investment in ads.  

Ertugan (2017) points that companies need to understand the 
correlations between their social media activities, online advertising 
and the benefits gained from such efforts. Quantifying the results 
achieved with the promotion and assessing the effectiveness of 
Facebook advertising is one of the biggest issue for companies. 
Dalessandro, et al., (2015) research is focused on evaluation and 
optimization of online advertising and point that site-visit proxy can 
be better than clicks, clickers do not resemble buyers. Different goals 
can be achieved by Facebook advertisements, like building 
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awareness, increasing number of registered customers, brand 
promotion that is difficult to immediately be measured in revenue 
effect but will contribute to revenue increase on long term. 
Semerádová and Weinlich (2019) point that all of these partial steps 
contribute to creating the brand s image and finally selling the 
promoted goods and services. Powell et al. (2011) presented negative 
opinions about measurement of return on investments on social 
media marketing. Despite the fact that the return on investment of 
social media initiatives is difficult to identify and quantify, Kaske et 
al. (2012) discuss the need to establish a framework that enables the 
profitability of social media to be evident. Specifically focusing on 
the marketing context, significant attempts have been made by 
researchers to identify how to measure key impacts of social media 
in relation to marketing; however, there remains a lack of empirical 
data and no comprehensive overview of what return on investment 
can mean for an organisation seeking returns on their social media 
adoption. Thus, what is noticeable within the literature is that in 
relation to the topic of Facebook advertisement and return on 
investment, there is a lack of empirical research.  

The goal of this research is to answer questions of interest to 
practitioners and academics toward short-term profitability. RQ1: 
How profitable is Facebook advertisement? , and RQ2: What factors 
affects the profitability?  To achieve this task we use exploratory case 
study of group buying site Grouper. Information that are offered by 
Facebook Ads Manager and internal data provided by the company 
are the base for calculation. We analyse 258 Facebook ads aimed 
towards increasing sales in the period of January 2015 to December 
2016 on a monthly base. To answer first question we measure ROFI 
to find out short-term profitability. To find out the correlation and 
most significant factor that influence the ROFI and answer the 
second question we use regression analysis. We strongly believe that 
the research can help marketers to take optimized effect from this 
effective promotional tool. In line with this, our study contributes to 
the practise giving valuable insights to practitioners, but even more 
important contribute to the theory. In theoretical terms, we contribute 
to the realm of literature on Facebook advertising especially on 
measurement of short-term financial return, a topic that merits more 
attention. So far, only little research has systematically studied the 
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Facebook advertising from this perspective or from an assessment of 
performance of Facebook ads toward achieving sales goals.  

The rest of the paper we organize as follows. Section 2 reviews 
the literature on measuring the effects of social media marketing. 
Section 3 discusses the data and methodology. Section 4 presents the 
results. Section 5 concludes. 
. 
1. LITERTURE REVIEW 
 
Companies are directing more resources towards marketing activities 
because marketing is essential to most businesses and is generally 
the most important aspectof any business strategy (Kumar and Basu, 
2008; Stewart, 2008). Companies aiming for creation of long-term 
links with customers in order to obtain their fidelity, loyalty, and 
profitability spend a vast amount of financial resources in marketing 
(Anderson, et al., 2004). Therefore, investment of significant 
financial resources in advertising activities requires justification of 
such allocation (Ambler, et al., 2004; Ward, 2003; Wills and Webb, 
2007). Kotler and Connor (1977) almost 4 decades ago brought to 
interest the issue of the concept of marketing effectiveness. Hence 
quantitative methods for measuring the financial return of marketing 
actions became important to be developed. This became important 
especially for advertising, in order to prove that these are investments 
from which a return can be expected and are not an expense with an 
unquantifiable return. In the following years task of many academics 
and managers was to demonstrate how marketing increases the 
financial capital of firms (Jagpal, 2008; McDonald, 2006; Ryals et 
al., 2007). As social media marketing was evolving to became 
widespread advertising tool, the interest of many researchers was 
focus to explore the effect of social media.  

The early history of social marketing return on investment 
measurement has presented negative opinions about measurement 
(Powell et al., 2011), and companies have leave the idea of return on 
investments measurement, as a success for social media (Crosti 
2013). Despite the fact that the return on investment of social media 
initiatives is difficult to identify and quantify, Kaske et al. (2012) 
discuss the need to establish a framework that enables the 
profitability of social media to be evident. Thus, what is noticeable 
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within the literature is that in relation to the topic of Facebook 
advertisement and return on investment, there is a lack of empirical 
research. This may be owing to the fact that many organisations are 
still trying to comprehend how to develop a social media strategy and 
identify the skills required for successful strategy execution, which 
has led to less attention being given to the actual metrics that 
companies will aim to use.  

Widely used metrics to explore the performance of the 
investment is return on investment and presents the indicator of the 
profitability of the investment that company perform for business 
goals. Companies executive managers’ decisions are largely based 
on profit maximisation and they constantly have to consider trade-
offs between competing strategic marketing initiatives and profit 
generated by marketing activities (Kaske et al., 2012). In this context 
Kaske et al. (2012) address some issues to be considered when taking 
ROI as metrics in measuring marketing activities because of their 
specifics.  First of all return on investments measures ignore the long-
term impact of brand equity which can lead to an underestimation of 
the financial impact of social media initiatives and creating forecasts 
for future time periods will be inaccurate.  Second senior 
management rely hugely on financial metrics that are insufficient to 
quantify and justify marketing investments, which calls for non-
financial metrics to be used because of lack of approval (Kaske et al., 
2012).  

Companies started to adopt social media weather they are big or 
small because they saw a potential and ease to use this marketing 
tool. Facebook advertising offers ease to use tailored promotion upon 
targeted audience for achieving business goals. How effective the 
social media initiative proves to be in the longer term: the 
measurement of the return on investment of social 
media/effectiveness is therefore a key factor in the long-term success 
of activities such as social media marketing (Gilfoil and Jobs 2012). 
Some researchers proposed return on marketing investment as a 
management philosophy to transform companies  ́ commercial 
actions into financial results (Cook and Talluri, 2004; Klein and 
Swartzendruber, 2003). The relationship between marketing and 
finance has become one of the most important research areas for the 
marketer researchers (Barwise and Farley, 2004; Gruca and Rego, 
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2005; Lehmann, 2004; Moorman &and Lehmann, 2004; Rust and 
Others, 2004). Marketing return on investment can be used to assess 
the return of a specific marketing program, or the firm’s overall 
marketing mix. Tafesse, and Wien (2018) found that social media 
performance is strongly associated with marketing performance and 
develop measurement scale for social media use. Buhalis, and 
Mamalakis (2015) evaluate the effectiveness of different social 
media return on investment in the hotel industry context. The rising 
cost of business on Facebook naturally prompts questions of value of 
return and whether or not social media can really deliver positive 
return on investment (Lilburne, 2016).  
 
2. METHODOLOGY AND DATA 
 
We employ explanatory case study methodology to examine and 
verify the status of Facebook ad campagnas towards short-term 
profitability. The company in consideration is leading group buying 
site in North Macedonia: Grouper.mk. Furthermore, the author is 
cofounder and CEO of the company in the period of investigation 
and is interested in return in investment on Facebook ads. The 
company was founded in January 2011. The website acts as an 
intermediary between end-users and retailers, providing a wide range 
of goods and services from household appliances to vacation rental 
apartments to online education courses. Grouper is not just the first 
online group buying site on the Macedonian e-commerce market, but 
is leader in the e-commerce industry holding 40% of the market share 
in Republic of Macedonia in 2012 and 2013 (Angelovska et al., 
2020). Facebook ad is widely used marketing tool in the observed 
company and it is offered to companies as additional service. For the 
purpose of this research, we analyzed 258 Facebook ads on a 
monthly base, made in Grouper towards sale engagement in the 
period January 2015 to December 2016. Facebook ads Manger offers 
quantification and Facebook pixel is most appropriate when it comes 
to online companies that have websites where users need to take 
action (usually purchases), such as in our case Grouper.mk, which is 
an online company where shopping is done exclusively online on the 
site. Grouper has implemented the Facebook pixel in its code, which 
uses all the benefits offered by the pixel. When calculating the return 
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on investment, the data from the Facebook pixel conversion is used. 
Data is generated by Facebook and can be found in the Facebook 
reports of the company platform used by Grouper to create and 
monitor Facebook campaigns. With the help of the implemented 
conversion pixel, Grouper measures the value of each conversion, 
i.e. for each purchase made. This allows accurate and precise display 
and measurement of the return on investment in the Facebook 
campaign. In order to calculate the return on investment, it is 
necessary to know the income from it and the invested funds, i.e. the 
cost for the same (Eq. 1). Both measures use internal data from the 
Grouper database of Facebook ads. The cost of the campaign is the 
funds invested in Facebook ads, on a monthly basis, while the 
revenue is the profit received from the ad as a percentage, i.e. the 
commission that the company earns from the sale of the coupon made 
by a user who clicked on the ad and then made a purchase. For the 
calculations, we take the total earnings (which is the sum of all 
individual earnings per conversion made because of Facebook ads).  

t

tt
t FCost

FCostFRevenue
ROFI




                                                              
Eq. (1) 
 

ROFI t is return on facebook ads investment in month t 
FCostt is FacebookAd investment in month  t 
FRevenuet is revenue earned from Facebook ad conversion 
After calculating the ROFI, we test the dependence of the ROFI 

on the budget invested in advertising, the cost per conversion, the 
number of conversions and the revenue from conversions. Source for 
the data is Facebook ad manger report and variables are: monthly 
investment in Facebook ad, number of Facebook ad campagnas, 
number of conversions, cost per conversion and produced revenue or 
the revenue that Grouper earned from the orders (purchases) made 
by the users as a result of the campaigns. We perform multiple 
regression analysis in order to test the variables, where ROFI 
represents the independent variable. Several factors are used in this 
analysis in order to assess the impact of each factor. More 
specifically, an attempt has been made to quantify the influence of 
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different variables on one independent variable. Hence, the method 
used employs the following equation: 

                                                 
Eq.(2) 
Where: 
Yit is a dependent variable; 
are regression coefficients; 
x1… xn are independent variables; 
 is a random error that is normally distributed with a mean value 
of zero.  
 
A detail description of the variables we use for analysis and sources 
of data are extracted from or calculated are presented in Table 1.  
 

Table 1. Description and sources of the variables 

Variable Description Source 

Budget  Expenditures Invested in Facebook 
Campaigns  

Facebook Advert 
Manager Grouper 
Profile (Reports) 
 

Campaigns Number of published campaigns 

Number of 
conversions  

Orders made because of ads from 
users who clicked on the ad and then 
made a purchase of a deal. 

Conversion 
cost (EUR)  

Total expenditure budget for the 
campaign / total number of 
conversions from it  

Conversion 
income 
(EUR)  

The revenue that Grouper earned 
from customer orders (purchases) as 
a result of campaigns 

ROFI 
Rate (%) 

Return on Facebook adds investment 
rate  

Calculated by Eq. (1) 

Total number 
of orders  

Total number of realized orders of 
Grouper in the month  

Internal data from 
Grouper  Total earned 

income 
(EUR)  

Grouper's total earned income in the 
month  

tit xxxy  .......2 332110 
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Facebook 
share in 
revenue  

Share of revenue generated through 
Facebook ads in total revenue  

Result of dividing 
revenue generated 
by Facebook ads by 
total revenue  

Facebook 
participation 
in the orders  

Participation of the number of orders 
realized through Facebook ads in the 
total number of orders  

Result of dividing the 
number of orders 
realized by the 
Facebook ads with 
the total number of 
orders  

 
3. RESULTS 
 
In order to answer the first research question we calculated ROFI 
using Eq.1 and descriptive statistics we present in Table 2. The mean 
ROFI rate is 7.9% with minimum 2,9% and maximum of 14,6%. The 
results show vary satisfying return on investments, meaning that on 
average one Euro invested in Facebook ads will return eight Euro to 
the company. Beside the descriptive statistics of our dependent 
variable ROFI, we present in Table 2 descriptive statistics of the 
independent variables used for regression analysis. The mean of the 
invested budget for Facebook ads is 1140 Euro in the range of 189 
minimum to 3041 Euro, maximum. The mean conversion revenue is 
7782 Euro in the range of 2367 minimum to 13453 Euro maximum. 
The mean of cost per conversion is 0,55 in the range of 0,22 
minimum to 1,06 Euro maximum. The average number of 
conversions is 1948 in the range of 745 to 4475 maximum. In 
addition to the mean and standard deviation, the table shows the 
indicators needed to test the normality of the variables, and the 
calculated coefficients of asymmetry (skewness), kurtosis with 
which the Jarque-Bera (JB) normality test is performed. Due to 
deviation from normality of the variable - number of conversions, we 
use logarithmic form in regression analysis. The probability of 
rejecting the null hypothesis of normality largely exceeds the critical 
level of significance, confirming that all other variables are normally 
distributed. 
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Table 2. Descriptive statistics of the variables 

 ROFI Budget 
Conversion 
revenue  Cost/conversion

 # of 
conversions 

 Mean 7,941838  1140.250  7782.542  0.548750  1948.250
 Median 7,158150  945.5000  8103.000  0.530000  1963.500
 Maximum 14,63980  3041.000  13453.00  1.060000  4475.000
 Minimum  2,937700  189.0000  2367.000  0.220000  745.0000
 Std. Dev.  3,982663  785.1471  3085.328  0.265859  774.0706
 Skewness  0,422185  0.701856  0.097745  0.441949  1.128246
 Kurtosis  1,902151  2.546760  2.205085  2.036674  5.939189
 Jarque-Bera  1,918234  2.175836  0.670107  1.709273  13.73059
 Probability  0,383231  0.336917  0.715300  0.425438  0.001043
Observations  24  24  24  24  24

 
To check the dependency between the variables under 

investigation we perform correlation method and results in partial 
correlation matrix between the variables we present in Table 3. We 
can conclude that the dependent variables have high negative 
correlation coefficients with the independent variable ROFI rate. 

Table 3. Correlation matrix 

 ROFI 
Cost/con
version 

Conversion 
revenue 

Bud
get 

# of 
conversions 

ROFI 1,00     
Cost/conversi
on  -0,84 1,00    
Conversion 
revenue  -0,45 0,53 1,00   
Budget -0,81 0,83 0,77 1,00  
# of 
conversions -0,52 0,38 0,83 0,76 1,00 

 
Finally to give an answer to second question of this research,  we 

perform linear multiple regression with ROFI being the dependent 
variable, while budget, conversion cost, number of conversions, and 
conversion revenue are independent variables. The regression use 
monthly data (24) in the period from January 2014 to December 
2015. The results of regression analysis we present in Table 4. In 
order to determine the representativeness of the obtained results, i.e. 
whether the regression coefficients can validly predict the ROFI rate 
or the estimated regression line can be adjusted to the empirical data; 
the coefficients of multiple determination as well as the standard 
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error must be considered. The value of the determination coefficient 
(adjusted R2) is 0.79, which means that approximately 80% of the 
variations of the dependent variable can be explained by the 
influence of all independent variables, when taken together. The 
standard regression error is 1.8. The F-statistic is 23.1 (p = 0.0000), 
which means that the regression is statistically significant. To ensure 
the authenticity of the result, the Durbin-Watson test is additionally 
calculated. The Durbin-Watson test is a number that shows the 
autocorrelation of the residues from the statistical regression and that 
number ranges from 0 to 4. A value around 2 means that there is no 
autocorrelation. The Durbin-Watson statistic is 1.9, which means 
that the residuals have no autocorrelation. The regression 
coefficients of the variables: cost per conversion, conversion income 
and number of conversions are statistically significant at the 
significance level of 0.01. The coefficient of the variable cost per 
conversion is negative and is economically significant. The budget 
variable is neither statistically significant nor economically 
significant. The regression coefficient 0 = 52.19 is also statistically 
significant and determines the point at which the estimated 
regression plane intersects the y-axis.  

Table 4. Regression results for ROFI Rate dependency assessment 
     Dependent variable: ROFI
Method: OLS
Included observations: 24     

Variable Coefficient Std. Error t-statistic Prob.   
     
# of conversions -12,47726 3,545532-3,519151 0,0023

Cost/conversion   0,000693 0,000240 2,884248 0,0095

Conversion revenue -0,000461 0,001692-0,272314 0,7883
Budget -5,636465 2,349835-2,398664 0,0269

C 52,18853 16,59614 3,144618 0,0053
 
R-squared 0,829305

Adjusted R-squared 0,793369

S.E.of regression 1,810385

F-statistic 23,07743
Probability(F-statistic) 0,000000

Durbin-Watson stat 1,903850
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By constructing the regression equation (2) ROFI can be 
calculated at different values of the independent variables. ROFI = 
52.19-12.48 * cost per conversion + 0.0007 * revenue per conversion 
- 0.0005 * budget- 5.641 * logarithm of number of conversions. But 
the interpretation can be simplified so that a 1% reduction in the cost 
per conversion, with the other unchanged independent variables will 
cause a 12.48 point increase in ROFI. 
 
CONCLUSION, IMPLICATIONS AND LIMITATIONS 
 
Facebook ads are widespread marketing tool used by all companies 
and is very convenient for all sized companies that with small 
investment can reach targeted customers and achieve different 
business goals. Grouper's most important channel for promotion, 
creating customer engagement, increasing sales and gaining new 
customers is social media channel Facebook. Our main aim in this 
study is to find out shot-term profitability of the Facebook ads and to 
point what factor should managers address the most attention in order 
to maximize the profit. To reach the goal we use data of 258 
Facebook ads on a monthly base, made in Grouper towards sale 
engagement in the period January 2015 to December 2016.  We 
perform multiple linear regression to test the dependence of the ROFI 
variable on the independent variables: ad expenditure budget, 
conversion cost, conversion revenue and number of conversions. 
Results indicate that the budget invested in advertising is neither 
statistically nor economically significant, and does not affect the 
ROFI rate. The cost per conversion is statistically significant, and a 
1% reduction in the cost per conversion, with the other unchanged 
independent variables will cause a 12.48-point increase in the ROFI 
rate. Facebook shows that it can be an effective advertising medium 
measured in short-term financial return. Rationale management and 
correct tools can convert a high investment to high returns. Marketers 
should not hesitate to invest on Facebook for their online 
promotional campaign.  

The findings in this research contribute has practical and 
theoretical implications. For practitioners, marketing managers and 
executives the findings can contribute in decisions towards achieving 
sales goal via Facebook advertisement and what factors should be 
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given most attention for maximizing profit. In theoretical terms, our 
paper contributes to the literature on Facebook advertising 
particularly on measurement of short-term financial return, a topic 
that merits more attention in marketing. So far, only little research 
has systematically studied the Facebook advertising from this 
perspective or from an assessment of performance of Facebook ads 
toward achieving sales goals. 

The results obtained during the study have some limitations. The 
proposed structure of this study on the assessment of short-term 
profitability and factors that affect it, is tailored only to those 
marketing campaign on Facebook that are created to achieve only 
engagement goal.  
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FASHION FRANCHISES - REVIEW OF CROATIA AND 
NORTH MACEDONIA 
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Vera Boškovska 
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Abstract 
Franchising is one of the most used strategies and/or modes for growing and 
expanding business as franchisors and starting new ventures as franchisees from the 
other side. Franchising is used for growing and expanding business not only in 
domestic but also in the international market. It can be seen in many industrial sectors, 
production companies, and service-providing companies. In the fashion and retail 
sectors, franchising is deeply embedded and represents one of the most obvious 
answers and one of the best strategies for expansion. Over the last several years, we 
have witnessed the expansion of different fashion brands in the region through 
franchising, especially their international expansion. Thus, we have investigated the 
situation in the fashion industry, especially the brands that use franchising as their 
primary growth strategy.  
The paper's primary goal is to analyze fashion franchising as a potential growth model 
for domestic fashion companies. Paper analyses and presents results of franchising in 
the world fashion industry and examines the situation in Croatia and North Macedonia. 
As a research result, it is seen that fashion franchising is mainly presented through 
international companies and that there are only rare examples of domestic fashion 
companies that franchise. 
 
Keywords: fashion industry, franchising, Croatia, North Macedonia, similarities, 
differences 
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INTRODUCTION 
 
Franchising is a potential growth model for established companies 
and a model for starting new ventures for start-up entrepreneurs 
(Ziolkowka & Erceg, 2016). Franchising as s growth model is 
connected to agency and resource scarcity theories. Resource 
scarcity of different resources is often pushed for franchising with 
franchisor age, size, or growth rate (Gills & Combs, 2009). 
Castrogiovanni, Comby & Justis (2006) state that agency theory 
emphasizes the connection and collaboration between a principal and 
an agent. The relationship challenges occur from discrepancies 
between the principal's and agent's interests and goals and troubles 
in observing agent behavior. Combs et al. (2011) state that 
franchising represents an effective operating model in business 
growth and expansions and significantly impacts global business 
development (Forte & Carvahlo, 2013). Schwarzer (2016), in his 
research, concluded that the franchising economic influence is 
average, 4% of national GDP and 2.3% of total world GDP. The 
research found that more than 2.2. million companies that generate 
1.6 trillion USD and employ more than 19 million people are within 
the franchising business model. 

The fashion industry is one of the most significant sectors, with a 
1.7 trillion USD achieved in 2021 (Fashion United, 2021), and 
therefore it has a significant influence on the world economy. Within 
the fashion industry, franchising plays a vital role since many brands 
use it as their strategy for entering new markets (Märzheuser-Wood 
& Chatwood, 2015, Chen, Chung & Guo, 2020). License Global 
(2017) stated that there are 14 fashion companies listed in the top 100 
global franchisors. 

The paper's main aim is to present franchising in the fashion 
industry in the world, with particular emphasis on the Croatian and 
North Macedonian markets. The first part of the paper reviews 
franchising in the fashion industry and the opportunities and barriers 
to using this strategy. The second part of the paper gives an insight 
into the current situation and status of franchising in the world 
fashion industry. The third part of the paper will present the status of 
fashion franchising in Croatia and North Macedonia and the 
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similarities and differences between those two countries. In the final 
part, a conclusion and further research proposal are given. 
 
1. FRANCHISING IN THE FASHION INDUSTRY  
 
Franchisors and franchisees are primarily small and medium-sized 
enterprises, despite the belief that they are all big global mega-
brands. Big well-known brands do not own thousands of stores under 
their brand; small and medium-sized enterprises – franchisees do. 
Franchising in the fashion industry has attracted researchers who 
studied different viewpoints on franchising relationships in fashion. 
(Table 1) 
 

Table 1. Selected studies on franchising in the fashion industry 
Mejia-Vasquez et al., 2021 How organization form influences the 

location performance in fashion retailing 
Grandhi, Singh and Patwa, 
2012 

The connection between franchising and 
retail brands for market success 

Bobek et al., 2019; Maček, 
Kros and Bobek, 2019 

International fashion franchising from a 
different viewpoint – franchisor or 
franchisees 

Doherty and Alexander, 
2003 

Relationship development in international 
fashion franchising 

Chen, Chung and Guo, 
2018; Cai et al., 2019 

Franchising contracts in the fashion industry 

 
Studies have researched different characteristics of fashion 

franchising, from the organizational forms, relationships, and 
internationalization to the legal viewpoints of the fashion franchising 
relationship. 

It is essential to understand that fashion franchising does not 
represent a new concept in an entrepreneur's mind. Franchisees in 
fashion franchising operate clothing stores that sell clothes and 
accessories to consumers under retailing (Bobek et al., 2019). 
Franchising has developed in the fashion industry to increase sales 
and achieve better brand positioning. This business has brought 
popularity and recognition to many globally known brands, ensuring 
faster expansion and market penetration (Grandhi, Singh & Patwa, 
2012; Cai et al., 2019). Franchised, famous and renowned brands 
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have become a very successful business for both franchisors and 
franchisees, thanks to the franchisor's business system and the 
franchisee's expertise in local issues. Many well-known and senior 
brands have accessed new markets through franchising, such as 
Tommy Hilfiger, Benetton, Calliope, Zara, and Gap Inc. Franchising 
was said to balance maintaining control of the brand and managing 
the capital at risk (Chatwood & Marzheuser-Wood 2015). Keeping 
control of the brand and managing capital is essential to keeping the 
brand well-known and the financial source in a safe zone. For 
franchisees with strong enthusiasm for fashion retailing, entering the 
franchise business means receiving business experience to help them 
succeed (Choi, Chen & Chung, 2019). Being a franchisee in the 
fashion industry allows receiving the franchisor's knowledge and 
expertise as a competitive advantage. Thus, franchising in the fashion 
industry is also seen as a franchisor's strategy for expansion (local, 
domestic, and/or global) and a way of operating business for 
franchisees (Maček, Kros & Bobek, 2019; Mejia-Vasquez et al., 
2021). 

The importance of franchising in fashion can be seen in the 
fashion distribution channels, consisting of franchising distribution 
and direct retailing (Chen, Chung & Guo, 2020; Cai et al., 2019). The 
first channel, direct retailing, refers to shops owned and managed by 
fashion brand owners. The second channel, franchising distribution, 
refers to distribution from fashion brand owners through regional 
agents to franchisees. (Figure 1). 

 
Figure 1. Fashion distribution channels 
Source: Chen, Chung & Guo, 2020: 84 
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Figure 1 shows that a brand owner can choose direct retailing or 
franchise distribution as a franchisor. Under direct retailing 
franchisor open his shop (B) and sells the goods directly to the 
consumers. Under franchising distribution, the franchisor sells the 
goods to the regional franchising agent for a specific area (country, 
province). Further, the regional agent sells the goods to the 
franchisee, who sells the goods to the final customers. 

Traditionally, fashion brands appointed distributors who supplied 
goods to retail outlets, where products were marketed in categories, 
and store staff took responsibility for displaying products according 
to consumer needs. As the product sales concept became 
subordinated to the importance of the brand, the era of exclusive 
brands gradually developed, which encouraged greater retailer 
loyalty, outstanding sales support, market control, and better 
forecasting and inventory. However, such stores could not compete 
based on location, experience, value, and change. However, only 
based on high prices, high margins, and low volume, and considering 
all these elements, traditional stores are far superior to exclusive 
stores. Likewise, business sustainability soon became a challenge. 

The franchising model was introduced to overcome these 
challenges because retailing has transformed. Once the customer has 
adapted to buying in exclusive stores, which took several years, 
companies would become viable in the market. Thus, franchising in 
fashion has developed to increase sales and achieve better brand 
positioning because such stores have brought them the necessary 
popularity and recognition. Mejia-Vasquez et al. (2021) stated that 
clothing franchise systems could run their locations through their 
employees or franchisees. This is important since managers of 
vertically integrated establishments and franchisees have different 
inducements, which may affect their performance (Vu, 2015; Sveum 
& Sykuta, 2017). 

As the competition in fashion is intense, having a well-
established brand gives franchisees a strong start (Click to the 
franchise, 2012). Besides having a development (design) department 
with franchisors, franchisees also benefit from the advertising 
program of the whole franchise system. This creates an additional 
competitive advantage in the market (as noted by researchers for 
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other industries - see more in, i.e., Erceg, 2012; Erceg, 2019a; Erceg 
& Orban, 2020). When a franchisee buys a franchise with a good 
image, sales promotions, and attractive discounts, he can easily build 
a big customer base and save money for marketing activities (Click 
to the franchise, 2012). Furthermore, franchisees in the fashion 
industry do not have to consider renewing the stock, following the 
trends, or learning how to manage the location since this is the 
franchisor's obligation for the whole franchising system. On the other 
hand, franchising in fashion has some disadvantages. The first one is 
market saturation. Franchisees compete not only with their 
franchisors, other franchisees, and other clothing businesses but also 
with franchisors and other entrepreneurs' online stores. The second 
is the creativity restriction. Franchisees must design and decorate the 
store according to the franchisor's rules; everything must be the same 
as in the franchisor's stores. The third disadvantage is inventory 
which represents a huge part of the initial investment. Additionally, 
stock needs to be updated regularly due to the changing trends and 
seasons, which leads to an ongoing cost. (Neale, n/a).  

Bobek et al. (2019) found that fashion brands and their franchise 
systems sometimes fail when internationalizing due to a bad 
connection with local customer needs. Grandhi, Singh, and Patwa 
(2012: 66) concluded that fashion brands that connect to the 
shoppers' expectations are the ones that survive on the market. 
Besides connection, it is essential to have smooth store operations 
for the brand's success on the market. Business success is affected by 
efficient and consistent delivery of the company's branding and ethos 
by store staff (Bobek et al., 2019). So, the most well-known fashion 
brands can fail in-store operations execution. 
 
1.1. FASHION FRANCHISING IN THE WORLD  
 
The fashion industry is also one of the first industries that started to 
use franchise potential. The fastest-growing sectors were clothing 
and textiles, followed by care, beauty, and footwear (Franchising in 
Fashion Industry, 2009). 

Globalization has forced companies to internationalize their 
operations to create new markets for their products, maintain a 



MANAGEMENT & ENTREPRENEURSHIP 
AND NEW TECHNOLOGIES 

 

260 
 

competitive advantage and adapt to world trends. One of the ways of 
internationalization, very adaptable to the fashion industry, is 
franchising. The fashion industry, like franchising, is multi-sectorial 
and comprises many sub-sectors (textiles, clothing, fashion 
accessories, footwear, cosmetics, care products, jewelry, and many 
others). Each of them has its share in the franchise industry, which 
by itself is represented in more than 300 different business sectors 
globally (poslovni.hr, 2020). 

There is a big match between the fashion industry and 
franchising. Both have superb possibilities for adaptation to various 
markets. They have the need and the possibility of quickly 
conquering the market, parallel expansion to various markets, and 
using economies of scale. Franchising enables the fashion industry 
to use partners' local expertise and share the risk of doing business in 
unknown markets and the circulation of finished products between 
partner markets, which is very important for the fashion segment. 

Franchising is also responsible for developing the fashion 
industry beyond large companies for small entrepreneurs, who, given 
the trends, would be unable to survive in competition with large 
companies and their aggressive marketing strategies. In this way, as 
part of a chain, domestic or foreign, every individual can make a 
career in the fashion industry and have a successful business venture 
using all the advantages of franchising and joint marketing. On the 
other hand, the development of the franchise sector and the arrival of 
foreign fashion brands gives a positive example to local 
entrepreneurs of how to expand their business without significant 
investments. It shows that they can expand with the funds of their 
partners and, at the same time, quickly cover a more significant 
number of markets (Kukec, 2019). 

One of the first associations about franchising, in general, is 
Starbucks, due to its extensive network of bistros. In the fashion 
context, it is the Swedish fashion brand H&M. Everyone thinks it is 
synonymous with franchising. However, in most countries, it 
operates in its stores. By 2020, it was represented in 74 markets with 
4,492 stores, of which 272 are franchised. Although franchise 
business is widespread in the fashion industry globally, H&M did not 
take this business model as their primary goal. Many of their stores, 
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including those in Croatia, are owned and not franchised. Exceptions 
are only some markets where, due to legal regulations, they perform 
with franchise partners. Thus, they are represented with franchise 
business models in 14 countries: Panama, the United Arab Emirates, 
Kuwait, Qatar, Saudi Arabia, Egypt, Bahrain, Oman, Lebanon, 
Israel, Morocco, Jordan, Thailand, and Indonesia (Franchising.hr, 
2020). 

Statista (2020) states that leading European fashion franchise 
systems have several thousand locations. (Figure 2) 

 
Figure 2. Number of units of leading European franchises in Europe 2019 
Source: Statista, 2022 

 
Figure 2 shows leading retail franchises in Europe in 2017. Bata, 

a franchise from the Czech Republic specializing in clothing and 
footwear, had the highest number of units at 5,000, together with the 
Benetton Group with 5,000 units. The number of locations of 
different franchise systems in Europe shows how spread the fashion 
franchises are and their importance to the fashion industry. 
 
2. METHODOLOGY AND DATA 
 
For this paper, we analyzed all available data about fashion franchise 
systems in Croatia and North Macedonia. This process has been 
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limited by the lack of data on franchising in both countries (Erceg & 
Kukec, 2017; Erceg & Boškovska, 2020). We conducted the 
literature review about the topic having in mind not present status but 
also the evolution of the fashion industry from the period of 
Yugoslavia, where both countries, Croatia and North Macedonia, 
were part. We also conducted an online survey on Google using the 
words: fashion & franchising for both countries to get information 
about fashion franchise companies. 

After that, we compared results from Croatia with North 
Macedonia to determine whether the respective countries have 
similarities or differences. Based on the similarities and differences 
between the two countries, conclusions were presented. 
 
3. FASHION FRANCHISING IN CROATIA AND NORTH 
MACEDONIA 
 
The development of fashion franchising in Croatia and North 
Macedonia originates in ex-Yugoslavia. The first franchises were 
from other business sectors (credit cards, hotel franchises, Coca-cola, 
etc.). In 1989, the Zagreb knitwear factory "Nada Dimić" created the 
"Endi" underwear program, which was a great success in the 
domestic market. They wanted to use all the advantages of 
franchising. However, due to the political situation, this was never 
realized. Within the ex-Yugoslavia, as providers of fashion 
franchises, we can mention Yumco from Serbia, a producer of yarn, 
threads, and fabrics, which launched a franchise in the 1980s under 
the recognizable slogan: "We - with knowledge, work, and 
reputation, you - with your means and sense of business success" 
(Spasić, 1996). Somehow, simultaneously in Croatia, Varteks from 
Varaždin in 1983 takes a franchise to produce Levi's.  

In the next part of the paper, we will analyze the situation in 
Croatia and North Macedonia and present similarities and/or 
differences. 
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3.1. SITUATION IN CROATIA 
 
According to research from 2012 (Erceg, 2012), the fashion franchise 
market in Croatia has a share of 41% of the total number of 
franchises, which is a considerable share. However, looking 
historically and observing the representation of fashion brands in 
shopping centers today, it seems that all globally known franchise 
fashion brands are already operating in Croatia. That gives the 
impression that the franchise sector is well developed. However, 
franchise business in Croatia in general, including in the fashion 
sector, has not yet experienced its true boom considering the still 
small share of domestic fashion franchises on the market, which in 
other countries are an essential factor in the development of 
franchising. There are undoubtedly many individual fashion 
franchises in Croatia by companies that are entirely unknown to the 
public. However, it is difficult to obtain such data due to a lack of 
market research, which represents this paper's limitation. One of the 
significant advantages of franchising in the fashion industry is that 
goods and services reach customers faster in less developed markets 
and smaller places. This is especially important for a country like 
Croatia and its market size. It is complicated to monitor the 
development of the fashion industry in Croatia within the franchise 
business sector because there is no market research for the franchise 
sector (Erceg, 2019b). All data is obtained from secondary sources; 
it is not rare that they are based on estimates. In the global fashion 
industry, including in Croatia, it is common for larger companies to 
have several to a few dozen franchised fashion brands in their 
portfolio, with very high dynamics of entry and exit of these 
franchises from the market. As the fashion industry is very dynamic 
and new brands are created daily globally, the franchise portfolios of 
certain larger companies change very often. This is the situation in 
Croatia as well. 

The more robust development of franchising in the fashion sector 
in Croatia can be found in the mid-nineties, when Croatian 
companies Magma, Lantea, and Iris bought franchises of fashion 
brands: Emporio, Armani, Mango, Gerry Weber, Elena Mirò, Nike, 
Camel Active, La Divina, Triumph, Esprit, Escada, Monari, Palmers, 
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Yves Rocher, Wolford, Marina Rinaldi, Promod and others 
(Nacional, 2007). However, large companies did import fashion 
franchises, and individual franchises such as Paul and Shark, 
Marines, Byblos, Marines, etc., were also owned by small 
entrepreneurs. The trend of importing foreign fashion brands 
escalated with the development of a more significant number of 
shopping centers. One of the first shopping centers was King Cross, 
which opened in 2002, where new fashion franchises were located: 
Geox, Bata, Terranova, Calzedonia, Extyn, etc. (Kukec, 2019) 

The opening of many shopping centers created space for many 
fashion franchises to enter our market, which was much more 
difficult before (Kukec, 2019). Croatia's accession to the European 
Union also helped the development of fashion franchises in Croatia, 
considering the free flow of goods, which is a significant business 
factor for fashion franchises. On the other hand, the franchise sector 
is significant for Europe because the development of franchise 
companies and their networks means the development of small and 
medium-sized enterprises. 

In 2007 a crucial Prenatal franchise with fashion arrived in 
Croatia. The franchise was awarded to the company Nera d.o.o. from 
Zagreb. The Prenatal brand in Europe then was one of the largest 
chains focused on fashion for pregnant women and children up to 11 
years old. Prénatal opened over 400 stores worldwide, and in Croatia, 
they operated in all major shopping centers. In 2014 all stores closed 
(Bičak, 2007). In those years, other fashion brands also left Croatian 
markets, such as Boss, perfumery Limoni, Salsa Jeans Armani 
Kenzo, and Brioni Cocodrillo. However, other franchises arrived: 
Orchestra, Next, Petit Bateau, Blukids, Pepper Street, Napapijri, etc. 
(Rak Šajn, 2014). 

The most well-known example of a Croatian fashion franchise is 
Xnation. This successful Croatian fashion chain, founded in 1991, 
has competed well with foreign fashion chains in the fast fashion 
segment for fifteen years. At the time of closing, they had about 80 
stores, of which 22 were franchised in Croatia and the region. That 
is why we can still say it was our most substantial national franchise 
network in the fashion industry (Ilotic, 2012). Director of X-nation 
Kožul stated that the franchise way of doing business enabled him to 
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develop business quickly and that the essential prerequisite of a 
successful franchise is a good product that the market accepts 
(Nacional, 2007).  

Currently, Tekstil promet has the most substantial franchise 
portfolio in Croatia, and it is a company with a tradition of more than 
70 years. The already mentioned Lantea group was part of that 
company for a long time. Their CEO stated that by obtaining 
exclusive franchises, on the one hand, they enhance the awareness of 
their strength. On the other side, they enhance the general public's 
awareness of the company's size. Therefore, they intensively and 
continuously search for new franchises in the Lantea group 
(Nacional, 2007). Today, Tekstil promet plays various roles in the 
Croatian fashion franchise sector. Some brands have a master 
franchise relationship, meaning they have the right and obligation to 
sell sub-franchisees and thus expand that franchise network on our 
territory. For some brands, they are single-unit franchisees, and for 
some brands, they are franchisors. Their retail network consists of 
over 160 stores. Some mono-brand franchises they own are Skiny, 
Camel Active, Gerry Weber, Basler, Betty Barclay, Taifun, Tosca 
Blu, Triumph, Navigare, and others. In addition to franchises, they 
also have their retail network, Moderato, Centra, Centra mini, and 
Naš dom, whose sales points they offer for franchising in the role of 
the franchisor. Their own best-known franchise brand is Galeb. The 
Galeb factory is an original Croatian manufacturer with a long 
tradition dating back to 1951 in Omiš. These are underwear and 
knitwear products in several lines offered at over 40 sales points as a 
mono-brand or corner (Tekstil promet, n/a). 

Croatian fashion brand Amadeus (today AMDS) is the first 
Croatian street brand and once the leading jeans brand in the region, 
founded in 1988. The arrival of foreign fashion brands, especially 
those from the fast fashion segment, significantly reduced their 
market share, but they still maintain a successful business today. By 
2015, they had developed a significant network of franchise stores in 
Croatia and the region. However, then, along with rebranding their 
stores into AMDS, they decided to buy out their franchises and 
switch from the franchise business model to their stores (Bičak, 
2015). Other Croatian fashion franchises are presented in Table 2. 
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Table 2. Croatian fashion franchises 
Take me home 
(Franshiza.hr, 
n/a) 

offers customers useful Croatian designer products. 
Their franchise offer provides the opportunity to enter 
the business with a low level of initial investment and 
significant logistical support at the beginning of the 
business. 

Galileo (Lider, 
2019). 

They plan to conquer the Serbia and Slovenia market 
and expand the retail chain to Romania and Bulgaria. 
However, there is no information on whether they 
have franchised part of their retail chain or not. 

Diadema (HGK, 
2016) 

Additionally, to its stores, the company planned 
expansion through franchising and participated in the 
2016 Franchise Expo in Paris. 

Europa 92 chain of 40 multi-brand stores in Croatia and 
Slovenia, mainly with a large offer of jeans and 
representing 19 franchise brands, the most famous of 
which are: Levis, Lee, Mustang, Salsa, Scotch&soda, 
Wrangler, and others. 

Aquamaritime 
(Aquamaritime. 
hr, n/a) 

In addition to clothing and footwear, they also offer 
equipment for the home and, inevitably, everything 
you might need for the beach. 

Iris moda Operates at 75 sales points and, since 2016, has 
been under the name Iris Fashion d.o.o. They have 
Marella and Wolford franchises. 

Varteks (Lider, 
2016) 

The most famous is undoubtedly their Di Caprio 
franchise. A derivative of that franchise is also Travel 
4 ever brand 

 
It is widespread in the Croatian market due to its size, that master 

franchisees from other countries represent well-known fashion 
brands. Therefore, it is unsurprising that foreign fashion brands 
entered the Croatian market using foreign master franchises. (Table 
3) 
 

Table 3. Foreign fashion franchises 
Marks & Spencer 
(Index, 2015) 

Greek master franchisee company brought in 2006 
Marks & Spenser, Gap, and Sephora perfumery. Due 
to the problems with the franchisor company, all five 
Marks & Spencer stores were closed 

LPP – Reserved 
and Sinsay 

They open the most significant number of stores and 
have many franchises. They entered Croatia in 2017 
with the brands Reserved and Sinsay. 
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(Franchising.hr, 
2018) 
Fashion 
Company 
(Franchising.hr, 
2013). 

Through the franchising, they represent more than 15 
global brands such as Replay, Guess, Scotch & 
Soda, Tommy Hilfiger, Levi's, Timberland, Bata, 
Desigual, Fornarina, Miss 60, Camper, Liu Jo, Cesare 
Paciotti, Killah, and Energie. That is how the company 
expanded the business to Croatia and other countries 
in ex-Yugoslavia. Over the years, they have already 
established business within their standards, so they 
decide to act alone, without intermediaries 

Pro Domo System 
(Franchising.hr 
2015) 

Master franchisee of the Pierre Cardin and Verde 
brands for the assortment of bags and fashion 
accessories. Currently, they are not actively 
promoting franchising but have concentrated on 
distribution. 

Tiffany 
Production 
(Franchising.hr, 
2019) 

Present in the region through mono and multi-brand 
stores, developing a chain of its retail stores, 
franchise stores, and franchise corners. In 2018, they 
started doing business in Croatia by opening the first 
franchise store in Split, announcing big plans for the 
Croatian market. 

 
Xnation and a few domestic fashion franchises have shown that 

franchising is a good way of development and internationalization. 
There are no similar domestic fashion franchises, but time will show 
if some future or existing fashion brands will use the advantages of 
the franchise business model for their expansion. On the other side, 
foreign fashion franchises are coming to Croatia, showing that this 
market is ready for fashion franchising systems. 
 
3.2. SITUATION IN NORTH MACEDONIA 
 
Since there is no franchise database for North Macedonia (Damoska 
Sekuloska, 2018, Erceg, 2019b), it is hard to find exact data. Several 
studies (e.g., Boškovska, Nikolovski & Polenakovikj, 2016; 
Sotiroski & Filiposki, 2016; Boškovska, 2017) found up to 70 
franchise systems operating at 130 different locations in 8 to 9 
different sectors. From a historical distance, there is no exact data on 
which first fashion franchise was applied in the Republic of 
Macedonia, bearing in mind that within SFRY, as stated above, 
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several fashion brands functioned. If we take into consideration the 
current existing franchises, the oldest has been present for about 
twenty-five years. One of the first fashion brands that entered the 
Republic of Macedonia through a franchise is the Bitsiani brand 
(founded in 1986 in Greece) with two stores in Kumanovo and 
Skopje through the company Fashion Group, which still has the 
franchise, and it is present with one store. The same company, 
Fashion Group, has been the franchise business leader in the 
Republic of Macedonia for the past 28 years. 

If we analyze the Macedonian franchise market, we can conclude 
that it is based on the fashion industry. More than 70% of franchisees 
in North Macedonia are in this sector. Many world-famous brands 
have shown interest in being present in the Macedonian market. 
Although their presence in this territory is with a small number of 
sales units, it is significant both for the brands themselves and North 
Macedonia. 

The fluctuation of franchised fashion brands has been and still is 
high. Fashion brands such as the Sixty Group with Miss Sixty, 
Energy I Killah, Bata, and Golden Point appear. However, after a few 
years of presence, they withdrew from the market, or rather, the 
franchised contracts were terminated or not extended due to low 
interest in the products. Another reason was the instability of the 
franchisors in their operations, during which they had to cancel the 
contracts. The Prenatal brand with products for pregnant women and 
children withdrew from North Macedonia in 2014, as it has done 
previously in Croatia. The brand La Perla was also present, but in 
2012, it was taken over by the Italian company Calzedonia Group, 
which is now present in the Macedonian market with the other two 
brands, Intimissimi and Tezenis. 

Another fashion franchised brand that was present until 2016 is 
Basler. In November 2017, the German fashion company TriStyle 
Group controlled Basler and confirmed the closure of the brand's 
stores. Due to bankruptcy proceedings, the Slovenian company 
Mura, also present on the market, closed its stores. We will list a few 
more brands, such as Tally Weil, Celilo, and North Sails which are 
no longer present in the Macedonian market. In the following, we 
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will list several characteristics of fashion franchises and their 
presence and development in the Macedonian market. 

Skopje, the capital of the Republic of North Macedonia, is the 
center of all developments, and the state's functions and activities are 
concentrated in this city. The other parts of the country are less 
administrative, culturally, and socially active. This also applies to 
trade, retail, and the fashion industry. This reasoning is in the context 
that the franchises also open their sales points in Skopje, with the 
minor exception of a few stores in several other cities. All the 
franchises are in Skopje; thus, many Macedonian people from other 
places are forced to go to Skopje for shopping. It is also specific that 
almost all franchise stores are in shopping malls with the highest 
frequency of people. There is rarely a store that is opened as an 
individual facility in any part of Skopje. 

As in neighboring countries, many of the Republic of North 
Macedonian franchises enter through master franchise agreements. 
Franchise brands give master franchise agreements for a particular 
territory. The Balkans have always been seen as one market, given 
the similarity of the habits and culture of people living there. 
Macedonian consumers are intensely interested in fashion, especially 
the so-called fast fashion. They are well informed about the products, 
quality, and prices offered in the domestic and other markets using 
the information channels. Comparisons are made to take advantage 
of the most favorable purchase conditions. A novelty the consumers 
have well accepted is an online sale; most companies have this sale 
through their corporate sites. For fashion brands in North Macedonia, 
many buyers come from neighboring countries for shopping, 
especially from Kosovo. However, Macedonian buyers also go to 
neighboring countries for shopping if they find out that they have a 
more extensive selection of goods, better prices, or brands 
unavailable in North Macedonia. Since there is no statistically 
accurate information about franchise businesses in North Macedonia, 
the information used here is from research for specific scientific 
papers or research needed for commercial purposes. According to 
research (Boškovska, 2016), more than 80% of the franchises in 
North Macedonia are in the textile retail sector, mainly clothing for 
adults, less in children's clothes, jewelry, and cosmetics, and there is 
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not a single franchise exclusively for footwear. As a practice also 
used in other countries, some companies have a more significant 
number of franchised brands in their portfolio. Thus, several 
Macedonian companies are the holders of several fashion brands and 
have franchised agreements. In the following, we will present three 
companies that have the largest share of fashion franchises in the 
Republic of Macedonia. 

One is the Fashion Group, a group of several companies with 
more than 30 franchised fashion brands. The beginnings of the 
Fashion group are from the far 1994. After opening the first brands 
in Skopje, the expansion in new brands and sales points is constant. 
Currently, 28 stores operate in the largest shopping centers and 
frequent pedestrian zones in Skopje, Kumanovo, Tetovo, and Bitola. 
The group employs more than 250 professionals committed to 
offering the best for every customer. Since 2017, the group has 
started selling products from its brands online, so today, the platform 
has become one of the country's most visited websites for online 
sales. 

The second company is Magnetic, founded in 1992 and today is 
one of the leaders in the distribution and retail of textile products. 
Today, the company has the exclusive rights to distribute and sell 
Weekend Max Mara, Marella, Pennyblack, Liu Jo, Pinko, 
Paul&Shark, Gerry Weber, Patrizia Pepe, Twinset, Yamamay, 
Carpisa, Oltre, Motivi, and Fiorella Rubino in Macedonia. It also 
includes the multi-brand store Galeria Magnetic, where Studio Max 
Mara, Max Mara Leisure, Sportmax Code, and Coccinelle have been 
additionally represented. Since its foundation, the goal was to create 
a top company that would bring to the market products from world-
famous brands at affordable prices for our market. Today, the 
Magnetic Group includes 16 stores, all located in Skopje, and except 
for one store, all the others are in shopping malls. 

The third company is CM Delta, representing a group of four 
family companies whose history began in 1992. They own the 
following brands Lacoste, Gant, Tommy Hilfiger, Calvin Klein, Polo 
Ralph Lauren, Napapijri, Lapin House, OVS Kids, and L'occitane. 
They also have three Kosovo brands: Polo Ralph Lauren, 
Paul&Shark, and Gant. Their retail network consists of 14 sales halls 
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in shopping centers in Skopje and Priština and employs over 70 
people. 
 

Table 4. Fashion franchise groups in North Macedonia 
Fashion 
Group 

Bitsiani, Boss, Calvin Klein Jeans,4US, Desigual, Diesel, 
Geox, Guess, Hugo, Inuikii, Levis Mango, Okaidi, Parfois, 
Premiata, Replay, Rossi, Scotch& Soda, Springfield, Steve  
Madden, Superdry, Timberland, Tomy Jean, UGG, Women's 
Secret 

Magnetik Weekend Max Mara, Marella, Pennyblack, Liu Jo, Pinko, 
Paul&Shark, Gerry Weber, Patrizia Pepe, Twinset, 
Yamamay, Carpisa, Oltre, Motivi и Fiorella Rubino, Studio 
Max Mara, Max Mara Leisure, Sportmax Code и Coccinelle 

CM Delta Lacoste, Gant, Tommy Hilfiger, Calvin Klein, Polo Ralph 
Lauren, Napapijri, Barbour, Lapin House, OVS Kids, 
L'ocittane 

 
In addition to these three largest groups that several franchised 

fashion brands represent, several companies in the Macedonian 
market have several or only one franchise. From the fashion 
franchises for children's clothing, there is Original marine and 
Chicco, for underwear Calzedonia Group with the two brands 
Intimissimi and Tezenis, then Extreme personal, jewelry brands 
Swarovski and Oxette, the perfume brand Refan, the Turkish 
cosmetics brand Golden Rose, Orsay which is entered through 
Sportina Group, D's damat Turkish menswear brand, also Turkish 
brand Koton. 

As for domestic franchised fashion brands, unfortunately, there 
are none in the Republic of Macedonia. In the past, extensive textile 
facilities such as Tetex, Astibo, and others had their brands and a 
significant export of their products. Although Macedonia is now 
considered a country where the textile industry is developed, and 
more than 45,000 people have been employed in this sector (State 
Statistics Office 2015), all industrial production is intended for the 
so-called Lon production. Textiles are produced for other clients, 
primarily large fashion houses - brands from abroad. Individual 
fashion creators of small collections exist in Macedonia, but not one 
is yet at the level to create their brand and opportunity for 
franchising. Only the company De Ta, with the Sara Fashion brand, 
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several years ago, attempted to sell its product of socks and the sale 
of underwear in a franchise system in Macedonia and the local 
Balkan countries. There is a need to work on more education for the 
development of local textile workers to realize the possibility of their 
progress towards increasing the capacities and organizational 
possibilities for the development and expansion of their franchising 
businesses. 
 
3.3. SIMILARITIES AND/OR DIFFERENCES 
 
Based on the research, it is possible to see that fashion franchising 
brands are present in both countries, although not always in the same 
systems. When looking at the whole franchise situation in both 
countries, Croatia has a more developed franchise market with more 
franchise chains. In both countries, franchising started after the 
countries became independent in the 1990-ties. There are many 
similarities in the fashion chain that is currently operating, but there 
are not so many differences. 

In both countries, we have several companies with more than 
several different fashion franchises. The fashion franchise system 
has the most significant share of the total franchises in the respected 
country (41% in Croatia and 70% in North Macedonia). Almost all 
the big fashion franchises are present in both countries with a 
different number of locations, but this can be seen through the size 
of the countries. 

The fact that Croatia is in European Union gives certain benefits, 
including free movement of goods across borders, which presents the 
main barrier for entering the fashion franchise chain into certain 
countries. This was seen in Croatia before 2013, and after entering 
the EU, many new fashion franchises entered Croatia. Another 
opportunity in the Croatian market is the existence of many shopping 
malls, which are the central locations for fashion franchise stores. 
Additionally, we have seen several Croatian fashion franchise chains 
in Croatia. Some of them (Aquamaritime) have expanded abroad to 
position themselves in the international fashion market.  

One of the main differences is that in North Macedonia, we have 
several fashion franchises from Turkey, which is not the case in 
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Croatia. No domestic Macedonian fashion franchise chains are 
currently present, although North Macedonia has a long textile 
industry tradition. 
 
CONCLUSION  
 
The fashion market always presents an exciting research topic; it is 
even more enjoyable when combined with franchising. Franchising 
is used to grow and expand the business for the franchisors on one 
side and for entering into business for the franchisees on the other. 
Franchising is responsible for developing the fashion industry 
beyond large companies for small entrepreneurs, who, given the 
trends, would be unable to survive in competition with large 
companies and their aggressive marketing strategies. The 
development of the franchise sector and the arrival of foreign fashion 
brands gives a positive example to local entrepreneurs of how to 
expand their business without significant investments. 

The conducted research aimed to find the differences and 
similarities in the fashion franchise market in Croatia and North 
Macedonia showed that there are many similarities (foreign franchise 
systems, way of operating) but not so many differences (domestic 
franchise chains, not so many shopping centers). In both countries, 
several companies have franchise rights for several fashion brands. 
Also, further education about franchising is needed for the potential 
franchisees and franchisors since franchising as a way of growing 
and entering the business is still relatively unknown (Erceg and 
Boškovska, 2020). Croatia has domestic franchise chains and a 
strong push for the fashion franchise industry. Therefore, a local 
fashion franchise chain would be a great push forward for the future 
development of the fashion franchise market in North Macedonia. 

Further research is needed to find what is needed for the domestic 
fashion industry to start using franchising as a growth model. The 
additional direction could be conducting further research on fashion 
franchise systems in both countries (i.e., number of locations, 
number of employees, turnover, etc.). 
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Abstract   
COVID-19 has had a significant impact on the global economic activities. Businesses 
entities experienced the disruption of their normal operations. Pandemic-induced 
changes in the working environment, global workforce and productivity, sales and 
profit, as well as consumer behavior are highlighted in this paper. Analysis of the 
competition and market challenges caused by the pandemic is also provided. 
Additionally, different packages of regulatory and policy actions across countries that 
have been implemented as response to the pandemic situation are presented. 
The goal of this paper is to analyze the effects of the pandemic in the business sector 
and specific industries. Based on the research, there is elaboration on different trends 
that will shape the future in business. The results show that business leaders need to 
focus on sustainable and inclusive growth which will require innovations in order to 
maximize the contributions of all people and focus on human-centric management. 
Each sector and industry should be dedicated to reinvent itself for recovery and 
development, recognizing the importance of resilience and flexibility as the top 
priorities in the post pandemic global business environment. 
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Abstract 
This paper reports on a systematic literature review of 14 empirical studies which 
address various aspects of platform economy with the application of the non-
parametric DEA methodology.  
This review aimed to present the different aspects of efficiency evaluation of platform 
economy-based businesses with the applications of DEA. A secondary aim was to 
present recommendations or areas for future research in this area. 
A systematic search of the online Scopus scientific database has been conducted, with 
no restrictions to language, date of publication or study design. The methodology 
draws from the Preferred Reporting Items for Systematic Reviews and Meta-Analysis 
(PRISMA). The results of the 14 surveyed studies are presented in a narrative 
synthesis.  
Despite increasing academic and public interest in the platform economy, research on 
platform economy-based business has not been examined in a systematic study. 
Moreover, the applications of DEA methodology in this area of research have not been 
explored. This review examines the current state of knowledge about what platform 
economy is, the different aspects researched, the DEA models and extensions used 
and the future research potentials. The findings are discussed in detail. Moreover, 
specific literature gaps are identified, and suggestions and implications for further 
research are provided. 
 
Keywords: platform economy, DEA, data envelopment analysis, PRISMA, 
literature review. 
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INTRODUCTION 
 
Nowadays, the Internet holds immense power over both people’s 
private and professional lives. People from all generations are keener 
on using internet applications, search engines, and social media 
networks for satisfying different needs. Moreover, this has opened 
up vast possibilities for entrepreneurs to sell their products and/or 
services online, and this is where the platform-based business model 
kicks in. Namely, the easy combination of supply and demand and 
the act of intermediation have set the online platforms as "access 
points to the market and consumers”. Online platforms “create 
markets, because they represent the place where supply and demand 
meet, which goes beyond the existing legal framework of contract 
law” (Akrap et al., 2020).  

However, when diving into the performance and the main 
characteristics of a business model, efficiency is the first feature that 
is assessed. One of the most popular and leading non-parametric 
methodologies nowadays for efficiency evaluation is the Data 
Envelopment Analysis (DEA hereafter). Although DEA has been 
increasingly popular in many industries and research areas, its 
applicability in platform-based business models is still very low.  

The main goal of this study is to identify, survey and present the 
different aspects of efficiency evaluation of platform economy-based 
businesses with the applications of DEA. A secondary aim was to 
tackle the platform-based business model and to present 
recommendations or areas for future research in this area. 
Accordingly, a systematic literature review of the Scopus scientific 
database has been conducted, with no restrictions to the date of 
publication or study design, with the implementation of the Preferred 
Reporting Items for Systematic Reviews and Meta-Analysis 
(PRISMA) guidelines. The results of the 6 surveyed studies are 
presented in a narrative synthesis. Another goal is to motivate 
scholars and practitioners globally to try and apply different DEA 
models to the assessment of the efficiency of different platform-
based businesses. 

This paper is organized into five sections. After the introduction, 
theoretical background on the platform economy and the Data 
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Envelopment Analysis (DEA) are given. In Section 3, the research 
approach, i.e. the SLR (systematic literature review) methodology 
together with the PRISMA guidelines are presented, whereas the 
fourth Section reveals the research results, i.e. the applications of 
DEA in platform economy efficiency evaluation. The last, fifth 
section opens a discussion regarding the findings of the six selected 
relevant papers and concludes the paper.  
 
1. THEORETICAL BACKGROUND 
a. PLATFORM ECONOMY 
 
In the mid-1990s to 2010, the emergence and development of the 
Internet, the digitalization of production processes and the fast-
technological advances “connected billions of people from all over 
the globe, enabling them to communicate with each other, coordinate 
activities, conduct commerce, socialize, and cooperate to solve 
problems in novel ways—in ways that one could only have dreamt 
of only a few years earlier”. More importantly, these digital benefits 
also “enabled firms to build resources and use them to generate, 
deliver, and monetize benefits to customers in novel ways—that is, 
enabled them to produce business model innovations” (Afuah, 2019). 
These occurrences have impacted many media industries and “have 
directly influenced radical changes in the management strategies of 
the media industry” (Lozić, 2020b). Moreover, the changes in users’ 
preferences and the emergence of the Generation Z as major portion 
of the technology user base has affected the increased „technological 
presence in everyday life” (Lozić, 2021).  

Even though the platform-based business model was not entirely 
novel before the success of the Airbnb and Uber platforms, they are 
still considered the stepping stones for the further growth, expansion 
and success of the platform-based business models.   

The platform economy, in general, includes media industries, 
which have “changed dramatically under the influence of post-
industrial society and changed the ways of operating and generating 
income”. With the development of smartphones, MP3 devices, sound 
reproduction devices, tablets, laptops and other tech devices, users’ 
access to media content is easier and simpler. Therefore, the platform 



MANAGEMENT & ENTREPRENEURSHIP 
AND NEW TECHNOLOGIES 

 

284 
 

economy model is often used by corporations that develop their own 
software applications, however, they cannot be classified in the 
software (IT) industry. The zero marginal cost model is the main 
characteristic of the platform economy business model, and it is 
applied to organizations that distribute a product of their own 
production as digital content (Lozić, 2020c).  

Economic platforms create and enable systems that, with proper 
design, could bring benefits and a win-win situation for both content 
creators and content users. The technology today „enables 
unprecedented physical and geographic uses and impacts“. Thus, the 
development and success of economic platforms that are secure, 
open and flexible depend solely on trust, i.e. the „belief in the 
common prosperity and opportunities for inclusive growth“. 
Furthermore, the economic platforms cannot be considered sole 
businesses, since they represent the collective eyes, ears and 
opportunities for growth and expansion (Mićković et al., 2018). 

There are many different definitions of the platform economy. 
The term “sharing economy” can often be found in the literature. 
Akrap et al. (2020) define online platforms as „a source of data-
driven innovations that enable businesses to be online, as well as 
provide citizens with easier access to information, offer social and 
creative content, affect the increase of consumer choice, improve the 
efficiency and competition of businesses as well as they can 
strengthen civic participation in society”. 

Platforms are “an increasingly salient topic” in Science and 
Technology Studies, management, communication, entrepreneurship 
and media studies, with the term ‘platform’ itself becoming “a broad 
signifier employed across disciplines to read and make sense of 
social, cultural, and economic formations” (Lusoli, 2020).  

However, the public’s understanding of these platforms “is still 
in its infancy”, since the emergence of the online outsourcing 
platforms elevating from the Internet has been incorporated into the 
organization of work itself. Namely, in 2016 the European 
Commission published the Communication on the European Agenda 
for the Collaborative Economy and thus referred to online platforms 
as “collaborative economies”, as a term to explain “the role of online 
platforms in facilitating temporary access to goods and services, 
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including labour outsourcing”. Moreover, they added another 
definition of the collaborative economy as “business models where 
activities are facilitated by online platforms that create an open 
marketplace for the temporary use of goods or services often 
provided by private individuals” (Drahokoupil & Fabo, 2016).  

According to Afuah (2019), there are six digital/sharing economy 
core concepts, as follows network effects, multisided platforms, 
crowd-sourcing, disruptive innovation, long tails, and 
complementary assets. Moreover, he amplifies the importance of 
understanding what platforms are and that their understanding is 
“critical to thriving in today’s economy”. 

In the digital market with no geographical boundaries 
whatsoever, “significant market power is concentrated on a smaller 
number of online platforms, which have a large number of users”, 
which is the reason why the success of small businesses is 
increasingly dependent on collaboration with these leading online 
platforms. This highlights the strong bargaining power of online 
platforms and therefore, the increasing addiction of businesses with 
low bargaining power to online platforms (Akrap et al., 2020). The 
strength of the platform economy can be found in the new business 
model that uses modern technologies to connect people, 
organizations and resources into an interactive ecosystem in which 
fascinatingly large amounts are created and exchanged (Lozić, 
2019).  

The decisive role of digital/ online platforms “in creating value 
to stakeholders in the digital platform economy by redefining the 
way to do business and contributing to developing new products and 
services” has become an even greater imperative for entrepreneurs. 
Thus, digital platforms “have accumulated significant power”, which 
raises many concerns and issues in policy circles (Lafuente et al., 
2022). The growing importance of the platform economy is apparent 
and undeniable. Interestingly, the popularity and investment in 
platforms “has not been limited to equity investors”, since many 
traditional companies have also invested in platforms that may 
undermine their business models (Drahokoupil & Fabo, 2016). Their 
further growth and development are yet to be discovered.  
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b. DATA ENVELOPMENT ANALYSIS (DEA) 
 
The Data Envelopment Analysis (DEA hereafter) was first 
introduced in 1978 in the seminal paper of Charnes, Cooper & 
Rhodes (1978), and it was developed on the basis of Farrell (1957)’s 
work. It is a non-parametric optimization method and its basic 
principle is „a generalization of the normal efficiency evaluation by 
means of the relationship from an output to an input into the general 
case of a multi-output, multi-input system without any given 
conversion rates or same units for all factors” (Koch, 2009). 
Nonparametric methodologies include Data Envelopment Analyses 
(DEA) and the Free Disposal Hull (FDH) and they are normally used 
to “measure technical (technological) efficiency, which means to 
minimise inputs at a given level of outputs or maximise outputs at a 
given level of inputs” (Vincova, 2005).  

It represents a linear programming technique that provides 
relative efficiency measures in samples constituting Decision-
Making Units (DMUs). It is widely accepted in many different 
industries and research areas, for use in “evaluating the performances 
of many different kinds of entities engaged in many different 
activities in many different contexts in many different countries” 
(Cooper et al., 2007) but it is mostly applied to “agriculture, banking, 
transportation, supply chain and public policy” (Emrouznejad & 
Yang, 2018). The reason behind the large empirical application of 
DEA is mirrored in its numerous advantages over parametric 
methodologies, the main advantage being “the possibility to include 
more than one output, and to simultaneously analyse input and output 
variables; and to not set assumptions for the production function” 
(Fotova Čiković et al., 2022b).  

DEA is a frontier methodology. That said, the frontier or 
envelope “contains the foundation for the whole concept of DEA, i.e. 
the efficiency frontier defines a standard of best performance based 
on observed data” (El-Mahgary & Lahdelma, 1995). However, it 
should be taken into consideration that the benchmarking and 
comparison are only between the units in the sample, and therefore, 
the efficiency is a relative and not an absolute measure. The 
efficiency frontier is presented in Figure 1.  
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Figure 1. The efficiency frontier. 
Source: Cooper et al. (2007) 

 
The two basic DEA models are the CCR and the BCC DEA 

models. Namely, both the CCR and BCC models were named after 
their founders (Charnes, Cooper and Rhodes – CCR and Banker, 
Charnes and Cooper for the BCC model). The main distinction 
between these two models is the scale assumption (whether DEA is 
carried with the constant variable returns to scale – CRS or the 
variable returns to scale – VRS). The VRS approach “produces 
technical efficiency scores which are greater than or equal to those 
obtained using CRS and is considered the more flexible frontier” 
(Jacobs, 2001). The constant return to scale (CRS) implies that “a 
proportional increase in all inputs results in the same proportional 
increase in outputs” (Borozan & Borozan, 2018), whereas the 
variable (either increasing or decreasing) returns to scale (VRS) 
assumes „assumes that an increase in the input variables does not 
result in a proportional change in the output variables“ (Fotova 
Čiković et al., 2022a). Moreover, the DEA model can be either input- 
or output-oriented, as shown in Figure 2.  
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Figure 2. Envelopment surfaces and orientation. 
Source: Cooper et al. (2007) 

 
 
2. RESEARCH APPROACH 
 
The research approach to the conducted systematic literature review 
revealed a very low number of published papers applying the DEA 
methodology in the research field of platform economy. The 
PRISMA guidelines that were introduced in 2009 (and later 
upgraded in 2020) have been applied to the research approach. 
Namely, the four-phase process started with the selection of the 
scientific database that would be subject to exploration and survey. 
In this case, the Scopus scientific database has been selected. In the 
first phase of the study (also known as the identification phase), the 
key phrases „DATA ENVELOPMENT ANALYSIS“ and 
„PLATFORM ECONOMY“ were entered in the “Title, Abstract, 
and Keywords” section of papers in the Scopus database. In this first 
phase, this resulted in only 14 published papers. In the second phase 
of the research (the screening phase), the abstract screening occurred, 
where the authors screened the author keywords, the title and the 
abstract text to determine whether the identified paper is relevant to 
this systematic literature review, i.e. to select only those studies that 
meet both the inclusion and exclusion criteria. Therefore, the papers 



MANAGEMENT & ENTREPRENEURSHIP 
AND NEW TECHNOLOGIES 

 

289 
 

that did not report the application of Data Envelopment Analysis in 
the platform economy were eliminated from the further phases. This 
step eliminated 3 published papers. The third phase (the so-called 
eligibility phase) included a secondary abstract and full-text 
screening manually by the authors. In this step, one paper has been 
eliminated. Ultimately, only six papers were left for the last, 
inclusion phase, where quantitative and qualitative analysis of these 
six papers occurred. The whole research process and approach are 
shown in Figure 1 below.  

 
Figure 3. The PRISMA-compliant research approach to systematic 
literature review (SLR) 

 
3. RESULTS: APPLICATIONS OF DEA IN PLATFORM ECONOMY 
 
This systematic literature review (SLR) has been performed to 
review all the relevant scientific studies that employ the DEA 
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methodology and revolve around the research area of the platform 
economy and thus summarize past findings in this research field. For 
this purpose, the Scopus scientific database has been explored with 
the keywords/key phrases: “DATA ENVELOPMENT ANALYSIS” 
and “PLATFORM ECONOMY”. As shown in Section 3, the initial 
number of papers and studies found with the PRISMA guidelines 
was only 14, which once again highlights the need to encourage other 
scholars and practitioners as well as business analysts to employ the 
DEA methodology in the assessment of efficiency of the platform 
economy on a more common basis. Notwithstanding, after the 
screening and eligibility phases, the total number of relevant papers 
was 6, as shown in Figure 3.   

In Table 1, the authors and the title of the relevant papers are 
presented, and a more comprehensive analysis of the results is laid 
out thereafter.  

Table 1. Authors and the title of the relevant papers 

Author/s and 
year of 
publication  

Title of the paper 

Lafuente, Ács 
& Szerb 
(2022) 

Analysis of the digital platform economy around the 
world: A network DEA model for identifying policy 

priorities 

Zekan, Önder 
& Gunter 
(2019) 

Benchmarking of Airbnb listings: How competitive is the 
sharing economy sector of European cities? 

Xu, Hu & 
Guan (2018) 

Evaluation of the efficiency of Chinese makerspace 
operation based on double-creation background 

Gao, Yu & 
Shiue (2018) 

The performance of the P2P finance industry in China 

Shao, Lin & 
Tsai (2017) 

An Empirical Study of the Telecommunications Service 
Industries Using Productivity Decomposition 
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Koch (2009) 

Exploring the effects of SourceForge.net coordination 
and communication tools on the efficiency of open 

source projects using data envelopment analysis 

 
Lafuente, Ács & Szerb (2022) explore the quality of the digital 

platform economy globally by employing a network DEA model on 
a sample of 116 countries for the year 2019. They found that the 
configuration of countries’ platform economy is “very 
heterogeneous”, which suggests that “an informed, tailor-made 
approach to policy might produce more effective outcomes”. Their 
study contributes greatly not only to scientific and scholarly 
literature but also to digital platform developers and practitioners 
since it proposes a model that is “in accordance with the geographic 
diversity (country heterogeneity) and the multi-layered structure 
characterizing the interactions between system participants: 
governments, digital platforms, platform-dependent firms, and end 
users”. Their model introduces the digital ecosystem as a two-stage 
process. 

Zekan, Önder & Gunter (2019) have assessed the efficiency of 
the world’s most popular accommodation-sharing platform, Airbnb. 
However, in this study, the efficiency of Airbnb listings in European 
cities is inspected. Their study is considered the first comprehensive 
benchmarking attempt in the platform (sharing) economy. They have 
employed the output-oriented BCC radial DEA model with four 
inputs (Number of properties, Maximum number of guests, 
Minimum number of nights, and Number of photos) and four outputs 
(Annual revenue, Occupancy rate, Number of bookings, and Overall 
rating) on a sample of 29 DMUs (i.e. accommodations in the 29 
European cities). Their findings reveal efficiency scores range from 
71.62% to 106.50%. Airbnb listings of Barcelona are the most 
inefficient DMU in the sample and four benchmarking partners have 
been identified for this DMU: the listings of Amsterdam, Hamburg, 
Reykjavik, and Stockholm. Obtained results also show that “listings 
of only seven cities are inefficient in terms of the chosen indicators; 
whilst of the remaining 22 are efficient”. They also include 
guidelines for future research on the efficiency of sharing platforms.  
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Xu, Hu & Guan (2018) employ the Data Envelopment Analysis 
methodology to explore the efficiency of the “makerspace operation 
in 30 provinces and cities of China in 2016 from four aspects of 
technical efficiency, pure technical efficiency, scale efficiency and 
projection analysis”. Namely, the makerspace is considered “a new 
generation of incubator platform”. Their findings reveal that “the 
technical efficiency of 30 provinces and cities in China is 0.847, the 
overall level is good, but not DEA effective accounted for the total 
area of 63.33%, of which scale efficiency is the main cause of 
technical efficiency”.  

Gao, Yu & Shiue (2018) investigate the business performance of 
the P2P finance industry in China and their study is original in the 
sense that it is the first empirical study to examine P2P lending 
activities with the application of the DEA methodology. Moreover, 
they tackle the definition of the “sharing economy”, which includes 
“temporary transfer of property rights between strangers and often 
involves a new economic model for online transactions”. They have 
employed a “modified slacks-based measure under a two-
dimensional growth and operating efficiency paradigm”, i.e. the 
SBM DEA model on a sample of 19 online P2P lending platforms 
operating in China. They selected a total of 8 variables as follows: 
time of operation, online investors, employees, and total operating 
expenses as input variables and balance of P2P loans, accumulated 
borrowers, net operating income, and overdue rate as output 
variables for the DEA model. The results regarding the overall 
efficiency reveal that only two out of 19 platforms are operating 
relative efficiently, whereas 17 platforms are inefficient. 
Furthermore, they have revealed that “listed companies, platforms 
with venture capital investment, and platforms funded by state-
owned capital exhibit higher growth efficiency, while platforms with 
financial group involvement and diversified ownership show 
increased operating efficiency”. Interestingly, they claim that 
“management incentives and the relative economic level of the 
platform location have whatsoever no significant impact on 
efficiency”. However, their study showed “significant contradictions 
between the growth and operating efficiency of the P2P finance 
industry”.  
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Shao, Lin & Tsai (2017) have explored the efficiency of the 
telecommunications sector, considered „a platform technology for 
innovation over the past several decades”. In their study, they 
investigate the output performance of telecommunications service 
industries in 13 Organization of Economic Cooperation and 
Development countries in the period 2000 - 2011 using the 
Malmquist total factor productivity index (MTFPI) as a performance 
metric and data envelopment analysis as the measurement approach. 

Koch (2009) explored the “possible benefits of communication 
and coordination tools in free and open source projects using an 
efficiency score derived from data envelopment analysis (DEA) as 
dependent variable”. Moreover, Koch focuses on the impact of the 
usage of communication and coordination tools on efficiency with 
the application of the DEA methodology. The DMUs in this study 
are open and free-source projects that are part of a hosting platform 
economy. They employ two data sets, the first containing 30 
successful projects, whereas the second one 100 randomly selected 
projects. The findings reveal that “the variance in efficiency scores 
is much smaller within the first data set of successful projects”.  
 
4. DISCUSSION AND CONCLUSION 
 
The growing importance of the platform economy as well as the 
literature published in this research area are apparent and undeniable. 
However, the evaluation of the efficiency of platform-based 
businesses and industries is not commonly studied. Nevertheless, the 
application of the leading non-parametric DEA methodology in 
platform-based research is very modest and still in its infancy.  

The main goal of this study is to identify, survey and present the 
different aspects of efficiency evaluation of platform economy-based 
businesses with the applications of DEA. A secondary aim was to 
tackle the platform-based business model and to present 
recommendations or areas for future research in this area. 
Accordingly, a systematic literature review of the Scopus scientific 
database has been conducted, with no restrictions to the date of 
publication or study design, with the implementation of the Preferred 
Reporting Items for Systematic Reviews and Meta-Analysis 
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(PRISMA) guidelines. The results of the research include a 
quantitative and qualitative analysis of 6 relevant papers published 
in peer-indexed journals in Scopus. Most of these 6 papers are 
published after 2017 (i.e. 5). Only one paper (Koch, 2009) has been 
published in 2009. This, once more, reveals the novelty of the 
concept of the platform economy and highlights the contemporaneity 
of this research area. This study reveals all the different DEA models 
and approaches, as well as industries and types of businesses to 
which DEA can be applied in researching the platform economy. In 
Table 2, the main concepts, the used DEA models and the findings 
of the surveyed papers are presented.  

Moreover, considering that the DEA methodology has been 
introduced almost 45 years ago, it can be, without doubt, concluded 
that this methodology has been neglected by scholars and researchers 
from this area, as can be seen in the small amount of relevant 
surveyed papers. This work can represent an incentive for other 
scholars to implement the DEA methodology on a more common 
basis.  
 

Table 2. The main concepts, used DEA models and findings of the 
surveyed papers. 
Authors and paper titles Main concepts, DEA models and findings 

Lafuente, Ács & Szerb 
(2022): 
Analysis of the digital 
platform economy 
around the world: A 
network DEA model for 
identifying policy 
priorities 
 

 digital platform economy 
 a network DEA model on a sample of 

116 countries in 2019 
 the configuration of countries’ 

platform economy is “very 
heterogeneous”, which suggests that 
“an informed, tailor-made approach 
to policy might produce more 
effective outcomes” 

 
 
Zekan, Önder & Gunter 
(2019): Benchmarking 
of Airbnb listings: How 
competitive is the 
sharing economy sector 
of European cities? 
 

 Assessment of the efficiency of the 
world’s most popular 
accommodation-sharing platform, 
Airbnb 

 Airbnb listings of European cities 
 output-oriented BCC radial DEA 

model with four inputs (Number of 
properties, Maximum number of 
guests, Minimum number of nights, 
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and Number of photos) and four 
outputs (Annual revenue, Occupancy 
rate, Number of bookings, and 
Overall rating) on a sample of 29 
DMUs 

 
Xu, Hu & Guan (2018):  
Evaluation of the 
efficiency of Chinese 
makerspace operation 
based on double-
creation background 
 

 exploring the efficiency of the 
“makerspace operation in 30 
provinces and cities of China in 2016 
from four aspects of technical 
efficiency, pure technical efficiency, 
scale efficiency and projection 
analysis” 

 
Gao, Yu & Shiue 
(2018):  
The performance of the 
P2P finance industry in 
China 
 

 the business performance of the P2P 
finance industry in China 

 an SBM DEA model on a sample of 
19 online P2P lending platforms 

 “management incentives and the 
relative economic level of the 
platform location have whatsoever no 
significant impact on efficiency” 

 
Shao, Lin & Tsai (2017):  
An Empirical Study of 
the 
Telecommunications 
Service Industries 
Using Productivity 
Decomposition 
 

 efficiency of the telecommunications 
sector 

 sample of 13 Organization of 
Economic Cooperation and 
Development countries in the period 
2000 – 2011 

 use of the Malmquist total factor 
productivity index (MTFPI) as a 
performance metric and data 
envelopment analysis as the 
measurement approach 
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Koch (2009):  
Exploring the effects of 
SourceForge.net 
coordination and 
communication tools on 
the efficiency of open 
source projects using 
data envelopment 
analysis 
 

 impact of the usage of 
communication and coordination 
tools on efficiency 

 DMUs in this study are open and free 
source projects that are part of a 
hosting platform economy 

 the variance in efficiency scores is 
much smaller within the first data set 
of successful projects” 

 
The limitations of the study are twofold. First and foremost, this 

systematic literature review has been conducted by surveying one 
single scientific database, i.e. the Scopus database. Therefore, other 
relevant work regarding the platform economy with the application 
of DEA may have been published in other globally significant 
scientific databases. To address this limitation, a future bibliometric 
study that includes all relevant work published in the field of the 
platform economy will be conducted, and it will encompass all 
relevant scientific databases. Second, the authors have conducted a 
systematic literature review following the PRISMA guidelines, 
instead of conducting empirical research that could measure the 
efficiency of a platform-based industry or business. However, it 
should be taken into consideration that these limitations serve as a 
proposal and an incentive for further future work in this direction.  

In future work, authors would implement the DEA methodology 
in assessing a small sample of platform economy businesses in order 
to gain new insights regarding the efficiency of businesses operating 
in different industries. This paper is novel since it provides new 
insights into the efficiency and efficiency measurement of the 
sharing economy, thus being beneficial to managers and 
entrepreneurs that operate in the dynamic digital/sharing economy 
today.   
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THE IMPACT OF COVID-19 ON MILLENNIALS 
CONSUMER BEHAVIOR, SELECTING BETWEEN ONLINE 
AND OFFLINE RETAIL CHANNELS 
 

Gjorgjina Sherovska1 
 

Abstract 
It has been years since the retail business began its ongoing digitalization journey. The 
most recent advancement was brought on by the unanticipated global pandemic of 
COVID-19. The pandemic accelerated the progress of digitization by requiring 
companies to switch over to a necessary digital mode of operation within a matter of 
weeks. New customer behavior emerged as a result of Covid-19's emergence of new 
customer behavior patterns. This paper focuses on the powerful consumer segment 
which is made up of millennials and their customer behavior in and after pandemic 
times. 
They are currently developing as a social group who have been influenced by the 
changes they have had in their lives from childhood to adulthood. Therefore, the 
millennials have become an impressive group to be studied since they have different 
behaviors compared to other generations, this is the reason why studying them 
acquires importance and relevance. This paper seeks to pinpoint the impact of Covid-
19 on the digitalization of the retail sector implementing a survey questionnaire which 
will be used to obtain information on the millennials' perceptions of online shopping 
as well as how significantly the novel disease Covid-19 affected their choice to shop 
online as opposed to offline. The results contribute to the literature by providing a 
description of millennial consumers; showing in detailed the importance of this market 
segment and their buying behaviors prior to and after Covid-19 regarding selection 
between online and offline retail channels. 
 
Keywords: customer behavior, millennials, retail, marketing strategy 
 

JEL classification: M30; M31 
 
COVID-19 A GLOBAL PANDEMIC AND THE CHANGE OF 
CUSTOMER BEHAVIOR  
 
One of the most significant social and healthcare crises in human 
history has been brought on by the COVID-19 pandemic. COVID-

 
1 Gjorgjina Sherovska, Ph.D., Business Administration, Marketing 
Management, Republic of North Macedonia. 
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19-imposed ‘self-isolation and social lockdown’ has increased 
mental stress and inflicted psychological and behavioural changes as 
Witteveen says (2020). Countries were facing unique challenges 
when fighting against the virus's outbreak, such as ensuring a 
working healthcare system and the right allocation of supplies 
explain Duek and Fliss (2020). Customers today have a hard time 
deciding whether to shop in person or online. It needs to be 
determined which mode of shopping can fulfill consumers' shopping 
interests and maximize their satisfaction as Schwartz et al. (2002) 
state. Due to the outbreak of COVID-19, businesses had to find 
innovative solutions to deliver their services online. Companies had 
to adapt to the new way of operating in a short time period. 
Employees had to set up their home offices and started 
communicating remotely state Papagiannidis et al. (2020). 
Consequently, to the pandemic, institutions had to undergo a digital 
transformation of their business practices within eight weeks 
explains Baig et al. (2020). As an example, supermarkets had to 
change their entire business model from brick-and-mortar grocery 
selling to online grocery stores with a delivery service because 
consumers were unable to go to the grocery stores due to their 
country's lockdown restrictions or their fear of contagion emphases 
Sheth (2020). The outbreak of the novel disease COVID-19 has 
dramatically impacted the consumers' buying behavior of shopping 
online or offline. Customer behavior in literature is defined as “the 
mental, emotional and physical activities that people engage in when 
selecting, purchasing, using and disposing of products and services 
so as to satisfy needs and desires” according to Wilkie (1994) as cited 
in Priest, et al., (2013). Furthermore, the term of customer buying 
behavior mainly refers to the customers’ buying habits and activities 
both before and during the purchasing process, this includes the 
process of selecting between the purchasing channels says Priest, 
(2013). E-commerce sales in Europe increased quickly as a result of 
the change in the shopping average. Regarding the rapid expansion 
of e-commerce, which has been further fueled by the COVID-19 
epidemic, North Macedonia is not an exception. According to the 
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Annual Report of the Association for E-commerce for 2020 for North 
Macedonia, the value of online transactions in 2020 was up 56% 
compared to 2017 and the number of online transactions in 2020 was 
up 56.4% compared to 2017 according to Filipovska (2021). 
 
1. MILLENNIALS SELECTING ONLINE AND OFFLINE RETAIL 
CHANNELS  
 
Six generations have been identified in the literature: Veterans, 
Baby-boomers, Gen X, Gen Y/Millennials, Gen Z and Alfa 
generation. This paper focuses on the generation Y/Millennials. The 
Millennial generation is a cohort of young people whose “leading 
edge” members graduated high school in 2000, what gives this 
generation its name states Jurkiewicz (1998). Oxford Living 
Dictionaries describes a millennial as " a person who was born 
between the early 1980s and the beginning of 1990s” for which 
psychologist Twenge (2010) agrees.  The majority of the millennials 
have a high purchasing power that makes them capable of conducting 
some purchase activities with high demand since they more 
independent explains Castellini and Samoggia, (2018). The 
millennials generation represent those who are 26 to 41 years old 
now. The millennials constitute now large population, and their 
purchasing power is making them an attractive target for many 
consumer industries. Therefore, the millennials have become an 
impressive group to be studied since they have different behaviors 
compared to other generations, this is the reason why studying them 
acquires importance and relevance says Smith (2011). This 
generation was born in an emerging world of technology, and these 
figures represent the self-reported common use of all forms of social 
media and communication including television, cell phone use, 
Internet use, computer tablets, laptops, music, text messages, video 
games and social programs explains Omar (2016). And this is where 
the opportunity to realize a profile of buying behavior becomes of 
interest arises from the retailers. Before pandemics, the majority of 
millennial consumers still preferred to shop in traditional land-based 
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retail stores in order to have an authentic experience explain Sarkar 
and Das (2017). Kirk and Rifkin (2020) argued that millennial 
consumers react, cope, and adapt to environmentally-imposed 
constraints such as the COVID-19 pandemic. Researchers have 
attributed such behavior to COVID-19-induced impacts on 
consumers' socio-economic status, changing way of life, and 
influence on predisposed beliefs explains Milaković (2021), 
including impulsive buying stockpiling, panic buying, brand 
substitution and shifts in channel preferences as Mehrolia et al. state 
(2021). However, due to COVID-19, consumers perceive an 
increased risk when shopping offline, meaning in brick-and-mortar 
stores. The ongoing spread of the infectious disease increased the 
consumer's likelihood to purchase online in order to reduce the risk 
of infecting with COVID-19 emphasizes Gao et al., (2020). COVID-
19 appeared to present a greater risk to customers than the other 
concerns, which encouraged them to make purchases online. 
Conversely, consumers especially millennials who shop online are 
more sensible for prices and try to find the best deal by comparing 
several websites elaborate Scarpi et al., (2014). Examples of ‘new 
demand’ include cleaning and personal hygiene products such as 
Lysol and hand sanitizers writes Chaudhuri (2020), health and 
wellness products such as vitamins, healthy foods, and other 
immunity boosters according to Hess (2020), packaged goods and 
beverages, household care products, fresh and organic foods, 
personal care products add Knowles et al., (2020) and digital 
platforms sums up Debroy (2020), which displayed a surge in 
demand during COVID-19.  Consumers are also decreasing the 
frequency of their visits to large supermarkets orother offline stores 
due to the fear that there may be COVID-19-positive individuals 
there; thus, a large proportion of consumers have shifted to online 
consumption, causing new sales records for online retail as said in 
the United Nations Conference on Trade and Development (2021). 
The pandemic has also resulted in increased usage of certain products 
which were either consumed in lesser quantities or not consumed at 
all before the event elaborate Kirk and Rifkin (2020). 
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2. METHODOLOGY  
 
For the purpose of gathering data a quantitative method was used via 
questionnaire. A questionnaire survey is recognized as a time-
efficient method for collecting data, and the data generated by 
surveys is easily administrated comparing with the other data 
collection methods (Yin, 1984).  The results will help get a broader 
understanding of how COVID-19 has impacted the consumer's 
decision whether to shop online or offline. The total number of 
participants were 98 participants during the period of September and 
October 2022. All the participants are millennials between (25 to 40 
years). The questionnaire was circulated on social media mainly 
through LinkedIn and Facebook urging people to respond to the 
questionnaire. These mediums were chosen for their immense 
popularity in North Republic of Macedonia in terms of the number 
of users. They were further selected as the author also have their 
active networks and groups in these platforms.  
 
3. RESULTS 
 
The results show that most respondent's main motivation to go 
shopping in-person is to try see and feel the product. Getting help 
from sales assistants and customer service while shopping in-person 
garnered the second highest results from the respondents. The third 
highest results for the respondents’ motivation to go shopping at 
store in-person is that they consider shopping as a social activity 
which they enjoy to do. Other respondents are motivated to shop 
whenever they feel stressed which came as the fourth highest results. 
The least number of respondents are motivated to shop alone at store 
in-person for entertainment and see people around them. Based on 
the results, the highest percentage of respondents are heavily 
influenced by brand loyalty to buy at stores-in person at particular 
shops. Next to it is that the respondents buy from stores when they 
have urgent & immediate needs. Buying things even if not needed 
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due to attractive promotions least influences the respondents to buy 
at stores – in person. 
 

 
 

Regarding question number 3, ass shown on the results, 55% of 
the respondents are discouraged to go shopping/buying products at 
stores - in person because they consider it as an activity that 
consumes time and effort. The next 24% of the respondents thinks 
it’s an activity that has now become less entertaining due to the post 
COVID-19 era. Seven percent of the respondents are either living in 
a small town or are far from shopping stores and this discourages 
them to go shopping/buying products at stores – in person. Stores 
have a tendency to have low variety (similar themes and patterns) 
which discourages six percent of the total respondents to go shopping 
at stores – in person. Four percent of the respondents believes that 
individuals should have a sense of social responsibility to stay at 
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home to prevent the risk of COVID-19 even during this post COVID-
19 stage and therefore should be discouraged to go shopping at stores 
– in person. The remaining three percent of the respondents are 
currently living or in contact with high-risk group members and this 
discouraged them to go shopping at stores – in person.  66 out of the 
98 respondents can be best described as shoppers whose purchases 
from stores –in person- mostly based on an actual need with specific 
criteria. While the remaining 32 respondents of the 98 respondents 
are described mostly based on the attractiveness of the item (price, 
discount, appeal). When the respondents are asked to choose which 
motivates them the most to shop at online store, saving time and 
effort is their primary motivation on why they shop online. Next to 
it is that they have ability to search products according to specific 
references when shopping online. The third would be they find it 
easy to search and compare products online. Lastly, is that they have 
a wide variety of products to choose from when they shop online. 
The respondents are greatly influenced by online campaigns (such 
as-emails and social medias offers that contains discount codes, 
memberships discounts, promotions, etc.) to buy at online stores as 
shown by the results. Some respondents believe that online stores 
being an alternative option for physical stores influences them to buy 
at online stores which came in second place. Tied at third place with 
both total of 11 respondents choosing these two options, the 
inexistence of specific brand/product at the nearby physical stores 
and the change in lifestyle due to COVID-19 is what influences them 
to shop online. In fourth place, respondents are influenced by cheaper 
options at online stores. Tied at last place, with 5 respondents each 
choosing these options, some respondents think they have more time 
to try products at home when they shop online while some 
respondents have other reason why they shop online. 
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The inability to touch, try and check the quality of products 

heavily discourages the respondents to go shopping/buying at online 
stores based on the results. The complex process to pick up and return 
the products got the second highest results why the respondents are 
discouraged to shop online. The third highest results show that the 
long delivery time discourages the respondents to go 
shopping/buying at online stores. The rest of the respondents are 
discouraged because they think it’s less entertaining to shop online 
comparing to shopping at physical stores. 64 out of the 98 
respondents can be best described as shoppers whose purchases from 
online stores are mostly based on the attractiveness of the item (price, 
discount, appeal). While the remaining 34 respondents of the 98 
respondents are described as shoppers whose purchases from online 
stores are mostly based on an actual need with specific criteria. 
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When asked on how often did you shop in-person before the 

COVID-19 pandemic, 56% of the respondents answered the they 
shop in-person almost daily. 22% of the respondents’ shops 1-2 
times/week, 13% says they shop monthly while the remaining 8% 
shops 3-4 times/week. 

 
 

58% of the respondents answered that they shop at once a month 
when asked on how frequently they shopped online within one month 
before the outbreak of the pandemic (i.e. December 2019). 24% of 
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the respondents says that they don’t shop online. 13% of the 
respondents’ shops online one a week. 3% says they shop two/three 
times per week while the remaining 1% shops online almost every 
day. Based on the results, 53% of the respondents’ shops at once a 
week online within one month after the outbreak of the pandemic 
(i.e. after March 2022). 23% does it once a month. 13% does it 
two/three times per week. 8% still does not shop online even after 
the outbreak of the pandemic and the remaining 1% shops online 
daily. As shown on the results, 53% of the respondents’ shops at 1-2 
times/week online during the COVID-19 pandemic. 31% does it 
once a month. 10% does it three/four times per week. The remaining 
7% shops online daily. The products, product categories that the 
respondents often buy online are ranked as follows: First are 
groceries, second is fashion, third are household supplies, fourth are 
skin-care products, fifth are gifts, sixth are fitness/wellness products 
and lastly are accessories. The products, product categories that the 
respondents continued to buy online are ranked as follows: First are 
groceries, second is fashion, third are skin care products, fourth are 
fitness/wellness products and the remaining are gifts, accessories, 
household supplies. 
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50% of the respondents thinks that large extent of their 

shopping/purchases are shifting back towards physical stores after 
the restricts of COVID-19 were over. 26% thinks it’s to a moderate 
extent, 15% to a small extent, 4% to a very large extent, 3% to a very 
small extend and tied with 1% each is to either an extremely large 
extend or to an extremely small extent. The results show that the most 
respondents (48%) expects that unemployment rates will be 
increased when we have a future with fewer physical stores and 
shopping centers. Next believes that purchases of urgent and 
immediate needs will be affects. Thirds is that the fun part of 
shopping process will be lost. Fourth is they expect they have lower 
satisfaction. Ties at last place, the respondents least expect the 
reduction in social skills and reduction in unnecessary purchases. 
When asked if the respondents think that COVID-19 have 
encouraged them to increase their purchases online, 48 out of the 98 
respondents answered that they are more oriented towards 
purchasing online because of Covid19. 38 out of the 98 respondents 
still prefers to buy at physical stores. The reaming 12 respondents 
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says nothing change since they were online purchaser even before 
COVID-19.  The socio-economic profile of 98 respondents 
revealed that 51% of the respondents are female, 33% are male and 
the remaining 16% are categorized as others. 45% of the respondents 
belongs to the 31-35 age group while 36% belongs to the 26-30 age 
group. The remaining 17% belongs to the 36-41 age group. 62% of 
the respondents have bachelor’s degree. 18% were able to finish their 
high school. 12% have master’s degree. 5% have Ph.D. and the 
remaining 2% was not able to finish their high school. 
 
4. DISCUSSION 
  
The main theoretical contribution of the study involves 
understanding the impact of COVID-19 on millennials consumer 
behavior, selecting between online and offline retail channels and 
subsequently on consumers’ changing buying behavior at a granular 
level in the context of the pandemic. In particular, millennial 
consumers showed proactive responses on the flow of coping 
techniques to regain an ordinary life as a result of the implications of 
the COVID-19's quick dissemination. The members of this 
generation have been described as trustworthy, tolerant, 
individualistic, academically prepared and with expertise in 
technological use that distinguishes them significantly from the 
generations that preceded them as Furlow, (2012) says. The main 
motivation to go shopping in-person is to try see and feel the product, 
rather than shopping in-store for socializing. Loyalty plays is heavily 
influenced when millennials are triggered to shop in-store and 
promotional activities as discounts do not play a vital role for 
shopping in-store. Millennials feel discouraged to go shopping in-
store because they consider it as an activity that consumes time and 
effort, but a popular opinion most of them think it’s an activity that 
has now become less entertaining due to the post Covid-19 era, more 
than half of them can be best described as shoppers whose purchases 
from stores –in person- are mostly based on an actual need with 
specific criteria. Saving time and effort is their primary motivation 
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on why they shop online which falls in line with the reason as per 
why millennials are discouraged to shop offline; additionally, is the 
ability to search products according to specific references when 
shopping online. Contrary to the in-store offline shopping where 
millennials are not influences by promotional activities to do their 
shopping, when it comes to online shopping, they indeed are. If 
offline shopping is time consuming, the inability to touch, try and 
check the quality of products heavily discourages millennials to do 
shopping at online stores. More than half of the millennials were 
shopping offline at a daily stage, before the COVID-19 outbreak and 
online once a month when asked on how frequently they shopped 
online within one month before the outbreak of the pandemic. The 
frequency changed to more than half of the responders during the 
official period of active pandemic measurements, where they were 
shopping 1-2 times per week online. The product categories which 
were mostly bought online during the pandemic were groceries on 
the first place, second was fashion, third were household supplies. 
The only difference between during the pandemic online shopping 
and after it, is that the third product category changed, instead of 
household supplies, millennials said the third option are skin care 
products. Exactly half of them believe they are shifting back to 
offline channel type of shopping however there is a relevant percent 
of millennials that are slowly shifting to offline because of 
skepticism due to COVID-19 effects. High percentage of them can 
agree COVID-19 have encouraged them to increase their purchases 
online and now they are more oriented towards purchasing online 
than before. The responders mostly were female with 51%, male with 
33% and 16% categorized themselves as other. Most of the 
millennials who participated in this questionnaire were between the 
age group 31-35 and had bachelor’s degree. It can be noted that the 
habits of purchasing particular good via online channels rather than 
offline, has remained.   Understanding shopper behaviour is essential 
if retailers and brands are to target millennials effectively with 
appropriate communications.  
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CONCLUSION 
 
The participants' positive attitude toward the new COVID-19 
scenario in particular clearly demonstrated a proactive willingness to 
discovering fresh shopping methods with an attempt to link 
affordability, lifestyle changes, and health awareness with consumer 
behavior. Millennials' higher adaption and preference for online 
shopping can result from the fact that the generation got born into a 
technologically advanced world.  Although some people started 
stockpiling goods and panic buying, a sizable section of the 
population started using the internet for shopping and grocery 
delivery. The buying patterns of millennial consumers had switched 
from traditional digital purchases to online channels due to 
consumers’ easy access to digital technology as well as the 
availability of markets during the pandemic, and it can be noted that 
trend continues even in the post COVID-19 period.  The increasingly 
rapid spread of COVID-19 has had a significant impact on the retail 
industry. Future generations are likely to encounter a drastically 
altered retail environment as new paradigms emerge. As said, 
COVID-19 pandemic has caused consumer habits to change from 
contact consumerism to intact consumerism. Beyond their 
inclination and undeniable attractiveness to consumption, 
millennials make a highly desirable niche market since they are a 
generation that has a significant impact on both domestic purchases 
and peer purchases. In comparison to previous generations, 
millennials are more strongly influenced by customer loyalty to 
make purchases in-person at specific stores; however, respondents 
are least likely to make purchases in-person at stores due to attractive 
promotions when they are not necessary. The reasons for this low 
loyalty may be related to the respondents' increased exposure to price 
promotions outside of when they make purchases in-store. 
Additionally, they search for goods and companies that reflect their 
social, cultural, and personal values. They respond to sociological, 
cultural, economic, and political changes, and their purchasing 
patterns are always being rebuilt. 
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STRATEGIC BRAND MANAGEMENT IN FUNCTION OF 
IMPROVING THE COMPETITIVE POSITION OF TOURIST 
DESTINATIONS 
 

Daliborka Blazheska1                                                                                                       
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Abstract   
Creating websites and social media marketing is an integral part of business activities 
in companies. The Building and managing the brand is the most complex task in the 
contemporary market and tourism business. Strategic brand management focuses on a 
brand program that contains a plan for marketing activities for building the tourism 
brand and its management over time, based on information that will be obtained 
through constant monitoring and value measurement - the success of the brand in 
relation to the strategic goals of the tourist destination. 
This paper emphasizes the Republic of Macedonia as a tourist destination, which as a 
country should first create prerequisites for its identity and value that will enable a 
quality performance on the international tourist market. 
From the research can be concluded that the success of the Republic of Macedonia as 
an attractive tourist destination is based on the symbiosis of the tourist product and the 
implementation of appropriate brand strategies that will enable successful positioning 
in the tourist market. 
  
Keywords: strategic brand management, competitive advantage, tourism 
destinations, tourism product. 
 

JEL classification: M30; M13; L26 
 
INTRODUCTION 
 
The new rules in the tourist economy impose the introduction of a 
new concept in the development of tourism, which is a powerful tool 
for retaining and attracting tourists, and that is the brand that 
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determines the success and the profitability of the destination. The 
brand combines the value, recognition and quality guarantee of the 
tourist destination which, like the product, should add new value and 
above all shorten the time spent on making a purchase decision. The 
success in adding a new, recognizable value to the tourist destination, 
i.e. the creation of a "strong" tourist brand must be the result of a 
process of strategic management of the tourism brand, with the aim 
of building a long-term and sustainable competitive advantage of the 
tourist destination from the others in the region. On the global 
tourism market, where the destinations are in a "war" for tourists, the 
brand increases the recognition of the destination, attracts a larger 
number of tourists, especially from the new markets, and is a quality 
guarantee for the products and services offered in the tourist 
destination. The brand is the best and least expensive way of 
achieving a positive image. Brand destination is a name, symbol, 
logo or other graphic representation that identifies and distinguishes 
the destination; in addition, the brand promises a travel experience 
that is unforgettable and unique, associated only with that specific 
destination; the brand also reinforces and brings together all the 
pleasant memories of visiting that destination. The branding of 
tourist destinations in the region must be done in accordance with the 
stages of strategic brand management, first of all through planning 
the identity of the destination and its positioning by implementing an 
adequate brand strategy. Marketing managers in tourism must take 
the leading role and responsibility in designing the tourist product, 
affirming its most powerful instrument - the brand, as a key factor of 
identification and differentiation in relation to competing tourist 
destinations. 
. 
1. THE STATE OF THE TOURIST MARKET  

 
Tourism as a phenomenon experienced a huge number of changes 
caused by the emergence of the "mass tourism" concept, which led 
to new and different trends on the side of tourist supply, but also on 
the side of tourist demand.Tourists have become more and more 
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demanding - they want the maximum level of commitment, as well 
as a unique and individual offer. New requests from tourists for more 
"unseen" destinations are emerging, readiness for specific trips 
reaches large proportions, which is supported by the fact that tourists 
have breakfast in one tourist destination, lunch in another and dinner 
in a third destination. Namely, the world is becoming a "global 
village" (Andzulis, Panagopoulos, and Rapp 2012) . The potential 
tourist can choose between several destinations, whereby traditional 
destinations can no longer be considered as drivers of tourist 
movements and they have to fight in the competition against the new 
destinations that have series of advantages.  

The tourism of the new age requires a unique and recognizable 
tourist product, constant improvement of the tourist offer and at the 
same time preservation of its indigenous elements (Susskind et al. 
2000). Due to these factors, there is increasingly a tightening of 
relations between competing countries for winning dominant 
positions in the market, so it is necessary to approach strategic 
management of the brand and securing a competitive position in the 
tourist market (Hewett et al. 2016). 
 
2. RESONS FOR BRANDING IN TOURISM  
 
The destination brand is a quality guarantee for the products and 
services offered and and contribute to creating a positive image of 
the destination. On the other hand, if some of the services or products 
are of insufficient or below expected quality, the negative effect 
reflects on the overall experience of the tourist, so he transfers his 
negative associations and experiences further, building a negative 
attitude towards the destination (Gruca, and Rego 2005). 

The management of the tourist destination has to decide on 
which aspect of the destination experience the trademark and 
branding in general will be based, conventionally building it on the 
basis of the most significant features and advantages of the 
destination in contrast to the competition (John et al. 2017). The 
brand must be truthful and of good quality so that tourists can 
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experience it according to their expectations or even better. In such 
case, branding helps to remember the destination in a positive sense 
and influences the return of tourists to the destination (Ingram et al. 
2019). 

The offered brand of the tourist destination is a reason for 
choosing and buying tourist services and is a major factor of building 
the impression that there is no product or service on the market, such 
as the one offered by that particular destination. All this leads to an 
improvement of the position of that destinatiot on the market.  By 
emphasizing the peculiarities of a brand, we can affirm its power in 
influencing the customers and their decisions (Sarang, Kumar, and 
Zhao 2016). Branded destinations are  differentiators that promise a 
memorable and unique travel experience. 

Reasons for branding in tourism are (Khan 2019): 
 a growing and strongly expressed attitude about the value 

of the brand as part of the company's assets, 
  change in the communication with the customers and the 

cost increase of the propaganda, 
 increasing in the impact of retail and own brand on the 

market, and 
 knowledge about the impact of global competition. 

The success in planning and adding new, recognizable value to the 
destination is a result of the process of strategic brand management 
in tourism. 
 
3. PROCESS OF STRATEGIC BRAND MANAGEMENT IN 
TOURISM   
 
In order to be able to approach building a brand and managing it, a 
basic assumption is that there is a quality product.  

When creating a tourism product at the macro level, the 
following factors have a key influence (Baidya, and Basu 2008): 

1. quality of space (comparative advantages of the destination: 
natural beauty, climate, preservation of environmental conditions), 
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2. accessibility (infrastructure: condition of roads, transport 
costs, customs and other restrictions), 

3. generic conditions for stay (accommodation, food, 
entertainment, sports, types of shopping), and 

4. otential conditions of stay (potential level of the tourist 
product that generates additional value and creates a tourist brand: 
additional services, health care, security, associations and 
experiences related to the destination). 
The harmony and integration of the mentioned elements of the 
tourism product are a prerequisite for quality which is the basis for 
the process of strategic management (Meyer, Gremler, and Hogreve 
2014) . The process of creating a destination brand or the strategic 
management process is the creation or change of all brand elements 
in the minds of consumers that distinguish the destination, its tourism 
products, services, people, sites, places and visitor events from the 
competitors, and is the result of organized effort and marketing 
decisions (Wübben, and Wangenheim 2008). 

Brand management strategy focuses on the brand program, 
which consists of a plan of marketing activities for building a tourism 
brand and its management over time, based on information obtained 
through continuous monitoring and measurement of the value or 
performance of the brand,  considering the strategic goals of the 
tourist destination. 
The strategic brand management process incorporates (De Vries, 
Gensler, and Leeflang 2012): 

 Brand planning – in order to be able to approach brand 
planning, it is necessary to respect the principles of 
consistency, clarity, continuity, visibility and authenticity. 
In order for a destination to become a brand, the most 
important thing is that it has integrity, some special quality 
that makes it stand out. 

 Brand analysis – which includes analysis of the 
environment and analysis of the internal resources as well 
as defining the mission and goals of the branded destination. 
When defining the mission and vision, it is crucial to pay 
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attention to what is important to potential consumers, what 
differentiates the destination from other competing 
destinations. 

 Brand Strategies - Brand strategy is based on the essence of 
the brand, its values and associations. Brand positioning 
means finding a suitable place in the consumer's mind in 
order to create the desired associations. 

 Building the brand – it is necessary to create likeability of 
the brand, emotions towards the brand and sonority of the 
brand. 

 Control and audit of the brand - analysis or audit of the 
brand aims to assess the pros and cons of a particular brand. 
The analysis usually includes an internal description of the 
brand and external examination of a specific focus groups, 
questionnaires and other methods in order to study the 
consumers and determine what the brand represents to 
them. 

 
4. MAINTAINING BRAND VALUE IN TOURISM BY MANAGING 
SERVICE QUALITY 
 
Service quality management integrates the advantages of the tourist 
destination brand resulting from the application of the concept of 
quality (Dew, and Ansari 2018): 

 Consumer Retention - persuading the consumer to change 
their mind regarding their choice of accommodation 
capacity will most likely not be successful based on price 
change alone, in other words, a price reduction, whereas it 
may bear fruit with an investment in high-quality, which is 
the foundation in regards to building loyalty, while 
simultaneously improving brand value. 

 Avoiding price wars – By utilizing high-quality services, 
the possibility of avoiding a price war and maximizing 
potential profit opens up. The higher the brand value of the 
service based on a reputation for quality, the better the 
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competitive position, and the likelihood of repeated 
purchases grows. 

 Retention of service staff – the consequence of a dissatisfied 
employee is inferior service provided, so staff retention 
directly correlates with the quality achieved by the 
organization. 

 Cost reduction – while internal costs refer to the proactive 
removal of defects in the destination (for example, buying a 
new TV in a hotel room that is not available for rent until 
its renovation), external costs focus on the removal of 
defects and errors that the consumer has already 
experienced their priority is always higher than the internal 
ones. 

Defining the fundamental quality aspects that influence the 
maintenance of the touristry brand value is the basis of brand 
management. It includes a quality evaluation done by the tourists, 
indicating that they should be viewed as the determining factor 
regarding service quality (Neslin et al. 2013). 

The importance of brand management in tourism is integrated 
with the concept of TQM (Total Quality Management), which 
multidimensionally and comprehensively approaches quality, 
emphasizing the importance of quality, time, and costs, as well as the 
human factor, all with the goal is to maintain and increase the 
satisfaction of tourists for the destination (Platzer, and Reutterer 
2016). 
 
5. CONSUMER SATISFACTION AS A PREREQUISITE FOR 
BUILDING A BRAND IN TOURISM  
 
The goal of every marketing effort and brand is consumer 
satisfaction and the ability to meet expectations with the quality of 
the product itself. The specifics that characterize the touristry product 
are numerous independent elements, separated from the product 
itself so that the satisfaction of tourists will be influenced by other 
elements of the environment in which numerous interactions with the 
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staff, communication, and impressions take place when receiving the 
services as well as visitors' sentiments during their stay (Lopes, Dens, 
and De Pelsmacker 2022). With consumer satisfaction as the pillar 
for building a brand, destination management develops close, 
personalized relationships with tourists. In addition to the classic 
motivational model (the more the visitor uses the services, the greater 
the benefit he expects), relational marketing invests in the knowledge 
and awareness of consumers that the next vacation in the same 
destination will bring even better benefits than in the first iteration. 

Consumer satisfaction is a prerequisite for building a brand in 
tourism, as it is a crucial element in the decision-making process of 
tourists, especially during their return to the destination, and its 
incorporation is necessary for the stage of using tourism services, as 
well as their subsequent evaluation (Mikolon et al. 2015). 
If the tourism product has met or exceeded the guest's expectations, 
we consider them delighted with the value of the destination brand 
and that their admiration will potentially bring them back to the same 
destination (Back et al. 2015).  

Consumer Satisfaction as the main prerequisite for loyalty to a 
specific brand destination is the main reason for visitor loyalty 
however, it only represents the current state that needs improvement 
by creating and delivering additional value that needs to be 
transferred in the long term, taking the principle of competitiveness 
into account and avoiding Fredkin's paradox in which destinations 
and products can become so similar that potential tourists cannot 
easily decide where to stay. 

 
6. MANAGING THE BRAND IN ORDER TO IMPROVE THE 
COMPETITIVE POSITION OF THE REPUBLIC OF MACEDONIA 
AS A TOURIS DESTINATION  
 
The purpose of the analysis is to perceive the importance of strategic 
brand management in order to improve the competitive position of 
the Republic of Macedonia as a tourist destination. Does the 
Republic of Macedonia as a tourist destination manage the brand, 
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what are the shortcomings and recommendations for a successful 
performance on the global market as a brand destination. 

A basic prerequisite for the appearance of the Republic of 
Macedonia on the international tourist market is the creation of brand 
identity and value. 

The Republic of Macedonia as a tourist destination has already 
started with certain activities related to building the visual identity 
and better market positioning. The analysis covers the process of 
strategic management with all the advantages and disadvantages, and 
creation of appropriate strategies for achieving a competitive 
advantage in the tourist market. 

Planning, as the first stage of brand management, is a prerequisite 
for adding additional brand value, which is given to products and 
services, organizations and the tourist destination as a whole. The 
way tourists in the destination and potential visitors think about the 
brand, the emotions and associations that the tourism brand evokes 
in them and the way they treat it, all maintain the brand’s value even 
more than pricing policy, market share and profitability. The brand 
identity consist of five elements: the name, the logo, the design, the 
slogan and the personality. The identity of the Republic of 
Macedonia as a tourist destination is shown by the trademark 
representing an eight ray sun or the  "new sun of Liberty" referred to 
in the national anthem of North Macedonia. That is why the colors 
that are represented in the logo are yellow, which symbolizes the sun, 
and red, which is a traditional color, both reminding of the colors of 
the national emblem of the Republic of Macedonia. The slogan as an 
integral part of the brand identity is "Macedonia timeless". 
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Image. Logo and slogan of the Republic of Macedonia as a tourist destination 
 
 

 
 

Source: https://www.macedonia-timeless.com/eng 

From the analyzes made, it was concluded that the logo of the 
tourist destination should correspond to the modern visual 
presentations while taking into account the new political changes that 
lead to  the rebranding of the identity of the Republic of Macedonia 
as a tourist destination. The new identity of the brand that is planned 
to be built in near future is the slogan "I need North Macedonia". 
The logo of the tourist destination should embody: 
a) differentiation - the trademark should be different from competing 
destinations and stand out from the mass of similar logos while being 
accepted by consumers, 
b) relevance - the characteristics of the trademark are of particular 
importance for the consumer so that he can consciously accept them  
c) reputation - through continuous communication over time the 
trademark acquires reputation 
d) trust - by re-purchasing, i.e. returning to the destination, the brand 
builds long-term trust. 

In addition to the positive effects of the trademark on the market, 
it is also necessary to work on building domestic awareness in order 
to create an adequate attitude towards the trademark among the 
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population of the countries in the region, i.e. awareness of the quality 
of the products and services, care for the environment, hospitality 
and the right balance between the price and the offered service. 

The identity of the brand on the global market is promoted by 
brand personalities and events, because of which the Republic of 
Macedonia as a tourist destination should pay more attention to their 
affirmation. 
One of the most powerful techniques for analyzing the current 
popularity of a destination is the SWOT analysis, which is a 
structured approach to evaluating the strategic position of the 
destination based on identifying its strengths, weaknesses, 
opportunities and threats. 
The next step in the strategic management of the brand, as 
mentioned, is the situational analysis or the so-called SWOT 
analysis, which should give an answer about where the Republic of 
Macedonia is positioned as a tourist destination in terms of its 
advantages and disadvantages, and the opportunities and dangers 
arising from the external environment. 
 

Table 1. SWOT analysis of the Republic of Macedonia as a tourist 
destination 
Strenghts Weaknesses 

- A valuable natural 
resource 

- Variety of natural 
tourism values 
concentrated in a small 
geographical area 

- Preserved environment 
- Rich cultural and 

historical heritage 
- Spatial specificities of 

the tourist product 
- Healthy food and 

traditional cuisine 
- Hospitality 
- Geostrategic position 

- Lack of awareness of the 
importance and the 
possibilities of tourism 

- Weak personnel base and 
low level service quality 

- Disintegrated offer 
- An insufficiently 

recognizable tourist 
product 

- Gray economy and bad 
image of the state 

-  Insufficient institutional 
organization 

- Low level infrastructure, 
especially the traffic 
infrastracure 
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- A small number of charter 
flights that would be used 
for the development of 
tourism 

- Weak connection and 
coordination of different 
types of traffic 

- Lack of high class hotels 
with more 
accommodation facilities, 
insufficient tourism 
infrastructure spa, 
wellness 

- The season frame is 
reduced to a few months 
in the summer 

- Weak offer in the winter 
- The price level is far 

below the average in 
other countries or above 
the level above quality 

- Dirt, trash, noise 
- Unplanned constructions 
- Business barriers 

Possibilities Dangers 

- A rich offer in the field of 
tourism oriented 
towards natural 
resources (mountain, 
eco, adventure, hunting 
tourism) 

- Valuing the cultural-
historical values and 
organizing an offer in 
the sphere of religious 
tourism 

- Development of rural 
tourism 

- Promotion of the tourist 
product in the sphere of 
transit tourism 

- Cooperation with 
institutions 

- Tourist competition 
-  Great interest in famous 

tourist destinations 
-  Unpredictable internal 

processes, especially 
political ones 

-  Low GDP per capita 
-  Slow adoption of plans, 

without which a planned 
approach to the 
development of tourism is 
impossible 

- Insufficient knowledge of 
the role of tourism in 
economic and social 
development 
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- Access to EU funds 
- Private-public 

partnership 
 
On the basis of the SWOT analysis it is recommended to 

approach targeting to an appropriate target group instead of mass 
targeting. There is insufficient diversification of tourist products and 
a low level of general informations about tourist attractions. There is 
a lack of adequate propaganda material and quality presentation on 
the Internet. The network of business and tourist agencies is poorly 
developed, and there is an insufficient budget that makes it 
impossible to hire specialized PR agencies that will help to achieve 
market success. In terms of prices, they often do not correspond to 
the quality of services, and on the other hand, they are poorly 
differentiated in terms of demand segments. The brand of the tourist 
destination is insufficiently built and without distinct features. In 
terms of sales channels, there is a small number of travel agencies 
(tour operators). 

According to the SWOT matrix, it is necessary to use the 
strengths of the brand, and only then try to overcome the weaknesses. 
The most significant advantages that can be used for the promotion 
of the future brand of the tourist destination and serve as a base for 
shaping a recognizable tourist product is the set of comparative 
advantages: natural treasures, cultural and historical heritage, 
proximity to the European market and other national traditions. 

Based on an ideal combination of maximizing opportunities and 
advantages we can define strategies to create a strong destination 
brand.  
It is necessary to implement the following brand strategies: 

1. A strategy of continuous improvement of the quality of the 
tourism product, which improves the value of the brand, provides a 
new and desirable set of services and keeps the destination in the 
stage of development and at a level of profit maximization. It is 
possible to "keep" the tourism product in the growth phase by 
achieving competitiveness, investing in human resources, state 
policy measures and preserving the comparative advantages of the 
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destination. By diversifying the tourist product, it is possible to 
continuously improve the quality of the tourist offer, especially the 
less popular types of tourism (ecological, mountain, nautical) of 
which individual expansion keeps the destination in the growth 
phase. 

2. A strategy for conquering new market segments, which 
should create new elements of associativity for the destination brand 
and lead to the desired image.  

3. A strategy for integration of the distribution channels should 
not only open up space for new market niches, but also redefine the 
existing legal status of travel agencies only as travel organizers and 
intermediaries, towards a unified offer and sale of service packages, 
through direct channels (especially electronically) through the 
agency's own networks and indirectly through intermediaries. 

4. A strategy for creating awareness of the destination among 
the domestic population with a strong desire for development and a 
positive attitude towards tourism. By increasing the entertainment 
and recreational infrastructure content, the brand value of the 
destination will directly be increased.  

5. Brand Positioning Pricing Strategy: Elite Versus Mass 
Tourism. 
The countries from the Balkans, including Macedonia as a tourist 
destination, can apply price strategies in the positioning of brands, 
and based on the price calculation and sales goals, there are: (1) high 
prices characteristic of elite tourism,  so-called "collecting the 
cream") or (2) low prices characteristic of mass tourism and "market 
penetration" of less saturated clusters. The strategy of 
"discriminatory" prices can be connected with both aspects of the 
price positioning of the brand, and its implementation depends on the 
time of purchase of the tourist arrangement, the diversity of 
marketing and sales channels, as well as on the period of realization 
of the stay. Parts of the tourist infrastructure, accommodation 
facilities and services do not meet the requirements of a high-quality 
tourist destination and the development of the so-called elite tourism. 
If the destination wants to offer quality, it should allow 
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diversification and personalization of the offer that will satisfy every 
guest, no matter how different their expectations are. By entering the 
market of high-quality tourist destinations, it is necessary to combine 
outstanding natural values, exciting activities, excellent 
infrastructure and services. 

6. Tourist destination brand promotion strategy. The goal of the 
communication strategy is to achieve the greatest possible degree of 
action with the given cost, so all promotional efforts and measures 
should be conceptualized in a complementary way. Since the goals 
of communication are aimed at creating a brand (image) and 
affirming its values, acquiring partners for placement (travel 
agencies and tour operators must be won through direct 
conversations), working with the public, and establishing contact 
with the defined target group. 

In order to successfully implement the strategies and achieve a 
competitive advantage in the tourist market, the last stage in the 
strategic management of the brand is the control and audit of the 
tourist destination. The control and audit of the tourism brand should 
provide information on the brand's position on the market, 
acceptance and the discrepancy between the desired presentation of 
the brand and its actual value to tourists. The brand audit has the task 
of determining possible deviations. A brand audit can be used to 
determine the brand's strategic directions. The Republic of 
Macedonia as a tourist destination at this stage should ask itself the 
question whether the existing values of the brand are satisfactory? Is 
it necessary to reinforce certain brand associations? Does the brand 
lack uniqueness? What opportunities and what potential dangers 
exist for the brand and its value? What is the current status of the 
brand architecture? 

In order for tourist destinations to achieve a competitive 
advantage in the market, it is necessary to emphasize the 
Benchmarking process, which provides the opportunity to find out 
why some destinations perform better than ours. SWOT analysis is a 
form of internal benchmarking that helps to perceive and realize the 
capabilities of a specific tourist destination. 
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CONCLUSION  
 
In tourism, the prime factors of competition are determined by 
successful interactions of the comparative and competitive 
advantages of the product and destination. Therefore paper's core is 
devised of brand management and SWOT analysis that pinpoint the 
ideal tourist destination and product. The fact remains that the 
development of a tourist destination through the result of competitive 
advantages is one of the main challenges, due to the requirement of 
an adequate marketing strategy and tourist products aligned with said 
strategy. Changes in global tourism trends have significantly 
changed the boundaries of the competitive environment. 

Many countries are known as highly developed tourist 
destinations where tourism is the most refined service sector, 
additionally, several other countries go to great lengths to solidify 
themselves as new tourism hotspots.  

The process of strategic brand management in tourism implies 
strategic and tactical actions that differentiate the destination brand 
from the rest while benefiting tourists. The management process 
itself entails making key decisions such as:  
Strategy selection and implementation, revitalizing decisions, and 
even brand repositioning when necessary, as well as brand extension, 
and global brand decision-making. The branding process of tourist 
destinations must be carried out in accordance with the stages of 
strategic brand management and the rules imposed by the 
segmentation of the market (according to target groups), and the 
combination of significant elements of a particular brand. 
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Abstract 
This paper interprets and analyzes the innovative paradigm of creating and applying 
a strategic concept and approach to branding and brand communication. The modern 
business environment affirms the need for continuous research and analysis of current 
trends in business in order to create and implement efficient branding strategies, 
supported by a promotional mix of integrated marketing communication instruments. 
Branding strategies implemented through integrated marketing communication tools 
are fundamental to effective brand positioning and customer relationship 
management. 
According to the standards and values of the scientific-research public, the focus of 
interest of companies should be customers whose needs, attitudes and interests are 
distinctly sophisticated, which generates the need to adapt the corporate business 
process to the individual needs and expectations of each customer separately, which 
means that the content of the messages should be personalized to reach them and 
influence the creation or strengthening of brand awareness. Based on scientific 
knowledge, this paper, using analytical methodological research, confirms the 
correlation and proves that creating and implementing brand strategies using 
integrated marketing communication instruments is a prerequisite for successful 
brand positioning and sustainability of brand competitiveness. 
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INTRODUCTION 
 
In the modern business environment, companies focus on the 
application of efficient marketing instruments and tools that will 
contribute to ensuring sustainable development and competitiveness. 
From a diachronic point of view, exactly created brand strategies are 
modified, which indicates significant aspects of scientific and 
empirical indicators that are generated by external, technical-
technological innovations. The dominance of digital media has 
changed the paradigm of brand management by creating an 
innovative marketing concept according to which successful 
positioning and maintenance of a brand requires its launch with the 
application of heterogeneous promotional mixes. Corporations that 
want to maintain competitive positioning must follow innovations 
and apply them adapted depending on the specifics of the business. 
In such a business environment, a marketing approach to brand 
management based on the attitudes and decisions of management is 
an anachronism. The business orientation is changing and with it the 
marketing approach from establishing one-way communication with 
consumers to permanent interactive communication that contributes 
to identifying the indicative needs, attitudes and expectations of 
consumers. The aim is to influence the behavior of the selected 
audience, using all forms of communication that are considered 
acceptable (Mikolon, et al. 2015). 
 
1. STRATEGIC BRAND MANAGEMENT 
 
Considering that corporations exist and operate to make a profit, 
economic principles promote a brand management approach as an 
integral part of the marketing mix to promote the product. According 
to David Aaker, who has a global reputation in terms of his expertise 
in brands and brand management, a brand is a promise given to the 
customers in terms of functional, emotional, and social dimensions 
instead of a single name and/or logo (Aaker , 2014). According to 
this principle, marketing managers are focused on creating and 
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increasing the value and capital of the brand. Conceptually, the value 
of the brand is internally defined and evaluated, and as such it is 
promoted to target consumers who are recipients of marketing 
messages. According to this concept, the needs, attitudes and 
expectations of consumers are not the focus of interest of 
corporations. The brand launch model using one-way marketing 
communication of corporation-consumer relationship is an integral 
part of the concept based on brand identity as part of corporate 
identity. The modern, innovative concept of brand management is 
created to meet the expectations and needs of consumers by 
establishing continuous, interactive two-way communication with 
consumers. That marketing concept is focused on consumers and is 
based on previous research and analysis of consumer psychology in 
terms of their opinions and attitudes about the brand. The model 
emphasizes the humanistic and personalized approach to the brand 
from the point of view of consumers, i.e. the brand with its signs 
creates associations in the mental map of consumers, who interpret it 
as a cognitive semantic. The purpose of this concept is for the brand 
to influence and cause intense, impressive-unique emotional 
associations in the minds of consumers. With that approach, the 
brand is personified and affects the impressions of customers who 
establish an emotional connection with the brand. That 
multidisciplinary approach in creating the brand concept is based on 
the psychology of the person. The personalized approach in brand 
positioning metaphorically depicts experiencing the brand as a 
partner, i.e. the brand influences the creation of partnership relations 
with consumers. It is also influenced by the multicultural brand 
management model that maps the cultural environment in which the 
brand is promoted and positioned. Personalization is supported by 
the creation and launch of brand icons based on social interaction as 
a reaction to globalization in which understanding the social aspect 
of consumption is particularly important to interpret and understand 
the role of the brand. In the era of industrial culture, a brand is a 
cultural artifact, a product of modern imperialism, or a brand icon 
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that affects the provision of a comfortable life for consumers and the 
interpersonal relationships of targeted consumers. 

Competitive corporations in brand management prefer a 
cognitive model that contributes to building brand equity. The 
fundamental difference is in a paradigm shift from a transaction, ie. 
exchange between the corporation, i.e. products/services and 
consumers in building long-term partnership relations with 
consumers. The effectiveness of this concept contributes to 
protection from unfair competition, from markets of imitations of 
original brands, intensification of promotions and changes in 
consumer needs. In that context, the trend is for corporations to focus 
on managing consumer satisfaction. From a strategic point of view, 
the positioning and management of the brand is in function of 
providing perfect comfort and convenience to the consumers. In 
particular, the application of sensory branding is intensified, which 
reaches all the senses of the personalized consumer, thus generating 
his strong emotional reactions and building a strong relationship 
between the consumer and the brand. The cognitive-emotional 
relationship is the result of the identity of the brand's values and the 
values that the consumer expects from the brand. From that aspect, 
when creating and implementing branding strategies, modern 
companies start from identifying the characteristics and specifics of 
target groups. In the process of launching and positioning the brand, 
an appropriate brand strategy is applied, which is supported by 
integrated marketing instruments through which personalized 
messages are transmitted through interactive media. In that process, 
opinion makers have a special importance in promoting the brand as 
an integral part of the community by informing about specific, 
innovative experiences that meet the expectations and demands of 
consumers. 

 
1.1. BRANDING STRATEGIES 

 
Branding strategies are effective tools for brand launch and 
positioning, as well as brand life cycle management. The application 
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of appropriate branding strategies ensures efficient management of 
the brand and its competitive positioning. Through that approach, the 
fundamental values of the brand are promoted, which influence 
building and increasing the capital of the brand. Increasing brand 
equity depends on the value the brand has at its launch and effective 
management of the brand life cycle. The increase in brand equity is 
conditioned by the permanent addition of brand values expected by 
consumers. The strategic approach of adding brand values is aimed 
at permanently maintaining a high level of consumer satisfaction for 
their loyalty to the brand, which is manifested by consumer 
satisfaction with the quality and functionality of the product or 
service. The brand value addition model motivates consumers to 
make purchasing decisions not only for one but also for multiple 
products of that brand which contributes to increasing brand equity. 
This model in the focus of the strategic management of the brand 
positions consumers, ie. their needs, expectations and attitudes, 
without which the modern market functioning of corporations is 
impossible.  

Strategic brand management aims at creating branding strategies 
that integrate defined goals based on market research and targeted 
consumers in order to identify relevant indicators on the basis of 
which the brand identity is designed and marketing instruments are 
applied to effectively brand launch and positioning. Exactly for those 
reasons, a choice is made and a combination of several media with 
which the maximizing effect of marketing communication is 
maximized (Fulgoni, and Lipsman 2014). That approach contributes 
to achieving the desired effect for competitiveness, building a 
partnership relationship with targeted consumers and maintaining 
their loyalty to the brand. Branding strategies are an important 
instrument that contributes to building and maintaining the 
credibility of companies, maintaining the desired influence, 
penetrating new markets, building long-term relationships with 
business partners, as well as building loyalty to the brand that 
contributes to facilitating the adoption process. of purchase 
decisions. 
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The effects of the application of branding strategies in terms of 
positioning and brand recognition are measured by researching the 
opinions and attitudes of target consumer groups. Their opinions are 
the most relevant indicator of the effectiveness of brand positioning, 
which indicates whether the design of the brand identity has attracted 
the attention and interest of consumers, whether it has succeeded in 
causing an incentive to make a decision to purchase the brand. 
Interactive company-consumer communication provides feedback 
on whether consumer awareness of the brand has been created and at 
what position it is in consumer consciousness. Those measurement 
and analysis approaches contribute to effective brand lifecycle 
management that contributes to the continuous increase of brand 
value and equity, brand market share and consumer brand loyalty. 
The meaning of brands for consumers and the influence of it in terms 
of customers' behaviors and attitudes have gained a large interest 
from both scholars and practitioners, and in turn, the brand literature 
is a mature academic field (Gil-Saura et al, 2013 ; Pappu and Quester, 
2006) 

The effectiveness of a branding strategy depends on the values 
that are incorporated into the brand and their impact on consumers. 
In that context, the value of the brand is at a high level if consumers 
identify in it a need that will satisfy their expectations for facilitating 
functioning in a certain segment of life. In modern, dynamic and 
turbulent conditions of living and working, consumers permanently 
modify and increase their needs and expectations to improve 
personal and business functioning, through the use of brands that are 
functional, high-quality and at an optimal price. Consumers also 
perceive the value of the brand cognitively through the reflection of 
the brand identity, i.e. the signs by which the brand is positioned and 
recognizable in the mental map of consumers in which the brand also 
has its own image, which consumers have built in their minds, and 
which is the result of the elements of the brand identity. 

The positioning of the brand in the consciousness of consumers 
is aimed at influencing the consolidation of its position in the mental 
code, a tactic by which companies position themselves in the market 
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and make products or services transparent and intensely visible to 
target groups. The success of that concept depends on the quality of 
market and consumer research regarding their needs for certain 
products or services and based on that to create, launch and position 
a certain brand. For this purpose, the brand must occupy an extremely 
important position in the mental map of consumers in order to 
achieve a level of brand awareness and make a decision to purchase 
the brand. Products will have a well-defined position in customers' 
mind depending upon their brands, thus the life cycle of the products 
are also shaped by their brands (Aaker and Keller, 1990). This is 
realized by creating and applying differentiation strategies to the 
target market segment and the target target groups. The fact that 
brand positioning is a mix of objective and subjective psychological 
entities contributes to building consumer awareness of the brand 
through features that are different from competing brands. Branding, 
in the most general sense, is the process to gain a brand identity to a 
given non-labeled product (Keller and Aaker, 1992). Generally, the 
first and most important step of marketing is the branding of a 
product. This means that by launching the brand identity as an 
objective category in the minds of consumers, the image of the brand 
is built, which is a subjective category, i.e. subjective opinion of 
consumers regarding the characteristics, values and quality of the 
brand. Marketing communications enable the communication 
process between the company and the consumers through the 
physical shape that they have and the visual aesthetic content 
(Coviello, Winklhofer, and Hamilton 2006). The brand image is a 
sensitive psychological construct in the consciousness of consumers, 
a subjective image of the brand that is created by each consumer 
separately depending on the socio-cultural, demographic, economic 
and other characteristics that influence the creation of the brand 
image in the consciousness of each consumer. 
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2. APPLICATION OF INTEGRATED MARKETING TOOLS FOR 
BRAND MANAGEMENT 

 
The concept of integrated marketing communications integrates 
promotional activities, as well as promotional instruments that are 
applied in the process of promoting the brand as a function of market 
positioning. It is an innovative promotional strategic approach in 
marketing communication of the brand.  

The basic forms of IMC are (Fulgoni, and Lipsman 2014): 
• Economic propaganda ; 
 • Sales promotion ; 
 • Public relations and publicity ; 
 • Personal sales; 
 • Direct marketing. 
 In addition to the new ones, there are secondary forms of IMC, 

such as: shaping, packaging, additional services that cannot be 
programmed and controlled by the company (Pozzi 2012). A 
distinctive feature of the concept is the coordinated approach in 
combining promotional instruments and media in order to build an 
impressive and effective perception of the corporate brand. For 
efficient and effective implementation of integrated marketing 
instruments, corporations should focus on explicitly defining the 
target groups, creating communication compatible with the target 
groups, as well as choosing appropriate media for brand 
communication. Creativity in communication is recognized by 
(Meyer, Gremler, and Hogreve 2014): 

• The interesting content of the message that is aimed at the 
target group; 

• Presenting the messages that should be original, 
recognizable, inspiring, unusual, impressive; 

• The impact on the change of attitude among consumers; 
• increasing sales effects. 
     By definition, the alignment of communications with 

stakeholders, through various media and the use of communication 
tools, constitutes integrated marketing communication.  
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Kotler defines integrated marketing communications as: "A 
concept in which the company carefully integrates and coordinates 
all communication channels in order to achieve a clear, consistent 
and acceptable message of the company and its products ."   

To create effective IMC strategies, the following should be 
approached (Amenc, Goltz, and Lodh 2012): 

• Identification of the target audience; 
• Determining the goals of communication ;  
• Determining the stages of the purchasing decision process; 
• Creating the message; 
• Media selection. 

 
3. RESEARCH 
 
In order to prove the impact of integrated marketing communication 
instruments on the efficient and effective implementation of 
branding strategies, a survey was conducted that included 60 
marketing managers of marketing agencies in the Republic of North 
Macedonia. The purpose of the research was to identify the concept 
of promotional mix in the process of applying branding strategies. 
To conduct the empirical research, a survey questionnaire was 
created, containing 18 statements with a scale of attitudes from 1 
(disagree) to 6 (completely agree). From the conducted survey, the 
results of the statements that are fundamental to the research are 
listed in the paper. 

On the claim: Integrated marketing communication instruments 
influence the effective application of the brand positioning strategy, 
the following results were obtained: 
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Figure 1. Percentage overview of the impact of integrated marketing 
communication instruments on the effective application of the brand 
positioning strategy 

 
Overview of the influence of integrated marketing 

communication instruments on the effective application of the brand 
positioning strategy. According to the data obtained, 48% of the 
respondents fully agree with the statement that integrated marketing 
communication instruments have an impact on the effective 
application of the brand positioning strategy, 10% of the respondents 
strongly agree that they have an impact on the effective application 
of the brand positioning strategy, 17% of respondents agree, while 
20% of respondents partially agree that integrated marketing 
communication tools have an impact on the effective application of 
brand positioning strategy, and 5% of respondents have an opinion 
that integrated marketing communication tools have little or no 
impact affect the effective application of the brand positioning 
strategy . The analysis indicates that the majority of respondents are 
of the opinion that integrated marketing communication instruments 
affect the effective positioning of the brand. 
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On the claim: The promotional mix of interactive marketing and 
digital PR contribute to the effective application of the brand 
positioning strategy, the following results were obtained: 

 
Figure 2. Percentage overview of the influence of the promotional mix of 
interactive marketing and digital PR on the effective application of the 
brand positioning strategy 

 
An overview of the impact of the promotional mix of interactive 

marketing and digital PR on the effective application of the brand 
positioning strategy. According to the data obtained, 35% of the 
respondents completely agree with the statement that the 
promotional mix of interactive marketing and digital PR have an 
impact on the effective application of the brand positioning strategy, 
25% of the respondents strongly agree that the promotional mix of 
interactive marketing and digital PR have an impact on the effective 
application of the brand positioning strategy, 30% of the respondents 
agree, while 7% of the respondents partially agree that the 
promotional mix of interactive marketing and digital PR have an 
impact on the effective application of the brand positioning strategy, 
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and 8% of respondents have an opinion that the promotional mix of 
interactive marketing and digital PR has little or no effect on the 
effective application of the brand positioning strategy. The analysis 
indicates that the majority of the respondents are of the opinion that 
the promotional mix of interactive marketing and digital PR 
influence the effective positioning of the brand. 
On the claim: List in order of priority the instruments of integrated 
marketing communications that contribute to the effective 
application of the brand positioning strategy, the following results 
were obtained: 

 
Figure 3. Percentage overview of the priority of the instruments of 
integrated marketing communications that contribute to the effective 
application of the brand positioning strategy 

 
Review by priority of the instruments of integrated marketing 

communications that contribute to the effective application of the 
brand positioning strategy. According to the data obtained, 30% of 
respondents indicated digital marketing, personal selling and sales 
promotion as priority marketing instruments, 46% of respondents 
indicated direct marketing, sales promotion and personal selling as 
priority marketing instruments, 12% of respondents indicated 
interactive marketing , personal selling and sales promotion, while 
7% of respondents cited interactive marketing, sales promotion and 
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digital PR as priority instruments, 2% of respondents cited personal 
selling, direct marketing and PR as priority instruments as key to the 
effective application of the positioning strategy of the brand, 3% of 
respondents cited digital marketing, PR and sales promotion as 
priorities. The analysis indicates that the majority of respondents 
have an opinion that the priority marketing instruments that should 
be integrated for effective positioning of the brand are digital 
marketing, personal selling, direct marketing and sales promotion. 
On the claim: Integrated marketing communication instruments 
influence the effective application of the brand repositioning 
strategy, the following results were obtained: 

 
Figure 4. Percentage overview of the impact of integrated marketing 
communication instruments on the effective application of the brand 
repositioning strategy 

 
Review of the impact of integrated marketing communication 

instruments on the effective application of the brand repositioning 
strategy. According to the data obtained, 18% of the respondents 
fully agree with the statement that integrated marketing 
communication instruments have an impact on the effective 
application of the brand repositioning strategy, 37% of the 
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respondents strongly agree that they have an impact on the effective 
application of the brand repositioning strategy, 28% of respondents 
agree, while 10% of respondents partially agree that integrated 
marketing communication tools have an impact on the effective 
application of brand positioning strategy, and 7% of respondents 
have an opinion that integrated marketing communication tools have 
little or no impact affect the effective application of the brand 
repositioning strategy. The analysis indicates that the majority of 
respondents are of the opinion that integrated marketing 
communication instruments affect the effective repositioning of the 
brand. 
On the claim: The promotional mix of interactive marketing and 
digital PR contribute to the effective application of the brand 
repositioning strategy, the following results were obtained: 

 
Figure 5. Percentage overview of the promotional mix of interactive 
marketing and digital PR based on the effective application of the brand 
repositioning strategy 
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repositioning strategy. According to the data obtained, 28% of the 
respondents fully agree with the statement that the promotional mix 
of interactive marketing and digital PR have an impact on the 
effective application of the brand repositioning strategy, 44% of the 
respondents strongly agree that the promotional mix of interactive 
marketing and digital PR have an impact on the effective application 
of the brand repositioning strategy, 28% of the respondents agree that 
the promotional mix of interactive marketing and digital PR 
influence the effective application of the brand repositioning 
strategy. The analysis indicates that all respondents are of the opinion 
that the promotional mix of interactive marketing and digital PR 
influence the effective repositioning of the brand. 

Regarding the statement about the impact of the promotional mix 
of interactive marketing and digital PR on the effective application 
of the brand positioning strategy, where 20% of respondents partially 
agree that integrated marketing communication instruments have an 
impact on the effective application of the brand positioning strategy 
, and 5% of respondents have an opinion that integrated marketing 
communication instruments have little or no influence on the 
effective application of the brand positioning strategy, on the 
statement about the impact of the promotional mix of interactive 
marketing and digital PR on the effective application of the brand 
repositioning strategy , all respondents are of the opinion that digital 
marketing and PR are a priority in the brand repositioning process. 
On the statement: List by priority the instruments of integrated 
marketing communications that contribute to the effective 
application of the brand repositioning strategy, the following results 
were obtained: 
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Figure 6. Review by priority of the instruments of integrated marketing 
communications that contribute to the effective application of the brand 
positioning strategy 

 
Review by priority of the instruments of integrated marketing 

communications that contribute to the effective application of the 
brand positioning strategy. According to the data obtained, 75% of 
respondents indicated digital marketing as a priority marketing 
instrument, 17% of respondents indicated digital PR as a creative 
instrument, and 8% of respondents indicated sales promotion as a 
priority instrument for effective brand repositioning. The analysis 
indicates that the majority of respondents are of the opinion that the 
priority marketing instruments that should be integrated for effective 
repositioning of the brand are digital marketing, digital PR and sales 
promotion. 
The indicators from the research point to the fact that integrated 
marketing instruments are of great importance for efficient 
positioning and repositioning of the brand. The analysis also 
indicates that when implementing the brand positioning strategy, 
digital marketing, personal selling, direct marketing and sales 
promotion are the priority integrated marketing instruments that 
influence successful positioning, while when implementing the 
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brand repositioning strategy, integrated marketing instruments are 
the priority that influence the successful repositioning of the brand 
are digital marketing and digital PR. 
 
CONCLUSION 
 
Modern business affirms an innovative business paradigm that is the 
result of intensive scientific, technical and technological innovations. 
In order to be able to position themselves in the market, but also to 
maintain competitiveness, they must follow those changes that affect 
the needs of internal and external stakeholders. Modified and even 
drastic forms of reengineering are the only way for them to exist and 
be profitable. Since the focus of interest in the scientific paper is on 
the marketing sector, it interprets and analyzes from a scientific-
theoretical and empirical point of view the current tendencies in the 
advertising of products and services that companies offer on the 
market. The science of strategic brand management emphasizes 
branding strategies as one of the fundamentals that influence the 
launch, positioning and competitiveness of the brand in the market. 
Depending on the indicators resulting from research, scientific 
thought creates the strategy of positioning, repositioning, extension 
and co-branding. These branding strategies can be applied 
separately, but also in combination, which primarily depends on the 
specifics of branding and market conditions. The creation of the 
brand's identity and architecture is essential for its personalization 
and recognition by the target consumers for whom the brand is 
intended. The brand will be competitive in the market if its design, 
identity and personalization manage to attract the attention and 
interest of consumers who will create a perceptual and cognitive map 
for it, thus making a decision to buy and use it. It is an indicator that 
the company has created and implemented brand strategies 
compatible with market conditions and the needs and expectations of 
consumers, thus they become loyal to the brand and to the company. 
Branding strategies are an integral part of any company's marketing 
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program. They have an important role in building and maintaining a 
partnership relationship with consumers. 

In correlation with the interpretation and empirical research on 
the impact of brand positioning and repositioning strategies is the 
application of integrated marketing communications in the process 
of competitive positioning of the brand. Science proves that branding 
strategies can be perfectly created, but if in the phase of their 
implementation on the market, appropriate promotional 
communication instruments are not applied that will enable efficient 
and effective communication of the brand with consumers, then the 
competitive positioning of the brand is debatable. Integrated 
marketing communication instruments that are effective in different 
market environments and that are the subject of interest in the 
scientific paper are interactive marketing, digital PR, sales promotion 
and personal selling. The empirical research of marketing managers 
leads to the conclusion that branding strategies are a key factor for 
competitive positioning of the brand. According to the results of the 
research for the implementation of the positioning strategy, digital 
marketing, personal selling, direct marketing and sales promotion are 
the priority efficient communication tools that promote the brand on 
the market, while digital marketing and digital PR are the priorities 
for repositioning the brand. Those promotional mix models 
contribute to the communication of the brand by the customers, 
increase of the brand equity and competitive positioning of the 
companies. That's why companies need to follow and implement 
innovations to create branding strategies and tools of integrated 
marketing communications to succeed in the tendencies to increase 
profitability and productivity. 

From the theoretical and empirical analyzes it follows that despite 
the fact that in terms of the activity they deal with they are 
heterogeneous and as such they create the heterogeneous market, 
every company should practice the creation of a marketing program 
by competent professionals who will design action plans in 
dependence on scientific and business trends to succeed in 
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companies' tendencies to build and increase brand equity that affects 
competitive positioning in the market. 
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BRANDING THE SMALL COUNTRIES: SPECIAL FOCUS 
ON MACEDONIA  
 

Viktorija Trajkov1 
 
Abstract 
The modern world and the rapid development of technology contribute to daily 
changes in the world in all fields, and the key to economic success lies in the optimal 
adaptation to the new business environment. 
The process of globalization and the creation of new markets contributed to the 
emergence of the need for uniqueness in presenting the state at the international level, 
with the aim of increasing the export of its own products and services. Since 2006, 
Macedonia as a country has built a National Strategy for the presentation of the 
country at the international level, integrating economic diplomacy into the 
Government Program.  
For this purpose, within the Ministry of Foreign Affairs, a series of measures were 
taken in the direction of promoting Macedonia as an attractive destination for foreign 
investments, promoting the advantages for doing business, as well as encouraging 
Macedonian exports and strengthening the country as a reliable business partner. Also, 
in order to strengthen the presentation of Macedonia at the international level in the 
implementation of the mentioned activities, serious steps were taken to strengthen the 
capacities of the Agency for Foreign Investments, whereby economic promoters were 
hired who had the task of increasing the perception of Macedonia, its beauties, its 
identity, its culture and so on. However, one part that is still significant from a 
marketing point of view is left out or underutilized.  
The massive use of the media in building effective marketing communication tools 
and techniques for the sustainability of the national brand among consumers in the 
international market. 
 
Keywords: marketing, customers, international marketing, country branding, 
customer satisfaction research, country image research, Macedonia. 
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MANAGING EMPLOYEE PERFECTIONISM AS A 
FUNCTION OF ORGANIZATIONAL PERFORMANCE 
DEVELOPMENT 
 

Aleksandra Stoilkovska1 
Gordana Serafimovic 

Marijana Radevska 
 

Abstract 
 
The paper is an action research conducted in order to prove the connection of the 
management of perfectionism among employees with the development of 
performance among talented workers and the increased efficiency of the 
organization. 
Perfectionism represents the desire to be a perfect person. The perfectionist includes 
in his work too high standards that he sets and strives to achieve, has the desire to be 
accepted by others and has the need for success at any cost. Perfectionism is 
considered a personality trait, a "perfectionist" is a person who longs to be flawless 
in everything they do. Perfectionism is often seen as a positive trait that increases the 
chances of success, but it can lead to self-defeating thoughts or behaviors that make 
it difficult to achieve goals. Therefore, it should be identified and managed by 
management. 
In the paper, research has been conducted in medium-sized enterprises from different 
activities, through a survey of employed managers from different structures of the 
researched organizations. 
In the paper, the assumption in the general hypothesis about the connection of the 
management of perfectionism among employees with the development of 
performance among talented workers and the increased efficiency of the organization 
is proven. 
 
Keywords: positive perfectionism, negative perfectionism, managing perfectionism, 
performance development, efficiency 
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CONTRIBUTION OF VIRTUAL ORGANIZATIONS TO 
GLOBAL DEVELOPMENT 
 

Aleksandra Stoilkovska1 
Marija Stoilkovska Bozinoska 

 
Abstract 
The paper is action research in order to prove the connection of virtual work with the 
slow organizational changes that modernize the work of organizations in the country. 
Virtual organizations are organizations that work as realization organizations, but to 
achieve organizational goals it is not necessary to meet natural individuals, not to limit 
resources to the physical boundaries of statehood. So, these are organizations that 
benefit from globalization in its entirety. At the same time, virtual organizations are 
globalizing as a basis for performing tasks, they are changing the global environment. 
These small countries through the virtual organizations and the virtual events they 
organize, take on habits, methods of work, develop their lives, but also used people 
from the global environment with great competencies from those domestic labor 
markets. 
The paper conducts research by describing life in virtual organizations. The paper 
proves the connection between virtual work and global organizational changes that 
modernize the work of organizations in the country. 

 
Key words: virtual organization, organizational change, competency development, 
change of working methods, modern technology, global organizational culture 
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INFLOW AND OUTFLOW OF HUMAN RESOURCES: 
SPECIFIC CONDITIONS OF SOUTH EAST EUROPEAN 
COUNTRIES 
 

Blagica Novkovska1 
Violeta Milenkovska 

Angela Milenkovska Klimoska 
 

Abstract 
Process of globalization along with modernization of the economy of all countries 
imposes additional constraints on human resource management, never seen earlier. In 
addition, global crises such as the Covid-19 pandemic (Novkovska and Milenkovska 
2020) and security crisis, which was particularly extended with the Russia-Ukraine 
War affected not only the economic flows (Behnassi and El Haiba 2022), but also the 
human resources flows (Parmanand 2022).  
Between the highly concerned with the international flows are human resources for 
the sectors of human health (Alnowibet et al. 2021) and ICT (Parmanand 2022). 
Region of Southeastern Europe is particularly touched by the outflow of human 
resources in these two sectors (Jurić 2021, IOM 2022). 
Efficient Human Resources Management requires an outstanding system of 
anticipation of inflow of the qualifications from the educational system in a specific 
country (Novkovska 2020, Tomljenović et al. 2022).  
Under existing conditions, standard methods for anticipation of the inflow of human 
resources to the companies could not provide sufficient relevant information. The 
outflow of human resources due to accelerated international mobility strongly 
influences the available HR for companies in the region. Additionally, transitions from 
a civilian to a military economy induced by the security crisis could further reduce the 
inflow available to companies. Economies in the region of Southeastern Europe are at 
higher risk to be touched by the effect of both factors considered. Therefore, HRM in 
the region must involve detailed information on the international migration of 
professionals along with the changes in the structure of the economy connected with 
the security crisis, since it may continue to subsist in the medium term.  
In the present work, the approach for anticipation of available human resources for 
companies in Southeastern Europe is proposed and developed, based on available 
information for outflows mentioned above.  
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