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STRATEGIC MANAGEMENT TOOLS AS A PREREQUISITE
FOR MAINTAINING COMPETITIVENESS
IN THE SLOVAK HOTEL INDUSTRY

Alzbeta Kiralova'
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Abstract: The paper focuses on the application of modern strategic management tools in the Slovak
hotel industry. It aims to identify the level of utilization of the management tools in hotels in Slovakia.
The study evaluates the application of modern management tools using mathematical and statistical
methods, including mean values and standard deviation. The result of the research indicates that hotels
in Slovakia do not utilize the possibilities the strategic management tools offer mostly because the hotel
managers significantly lacked relevant knowledge of these tools. The results demonstrate that the most
used strategic management tools in monitored hotels include Customer Relationship Management and
Strategic Planning, followed by Internal Relationship Management, Controlling, Outsourcing, Bench-
marking, Social Media, and Supplier Relationship Management, respectively. The findings of this study
can help to maximize the full potential of hotels and improve their competitiveness by creating aware-
ness of the importance and usage of strategic management tools.

Keywords: Hotel Industry, Management, Strategic Management Tools, Competitiveness, Slovakia.

1. INTRODUCTION

he business represents an environment in which strategic management tools, methods, and

concepts are created to help managers achieving business goals. From change, the creation
of added value, support for development and growth of enterprises as well as the whole econo-
my, management tools are closely linked to innovation and competitiveness as innovations are
considered the primary engines of development and competitiveness. Consequently, it is also
necessary for hotels to continually look for growth opportunities and apply strategic management
tools as the highly competitive global tourism market and economic turbulence has increased
the challenges managers face whether they are trying to boost revenues, innovate, and improve
quality, increase efficiencies or plan for the future. If the managers have a clear perception, they
understand the strategic management tools and use them correctly; these tools can help them deal
with complexities and uncertainties, improve the performance and efficiency of the hotel (Wright,
Paroutis & Blettner, 2013; Kotler, Berger & Bickhoff, 2015; Afonina & Chalupsky, 2012).

Strategic management tools refer to a set of predefined activities and procedures designed to
help managers facilitate strategy and achieving the predetermined goals, cope with changes in
customer behavior, ensure a competitive position, and improve business performance (Stenfors
et al., 2007; Stonehouse & Pemberton, 2002). The importance of the application of these tools
into management activities is undeniable because of the changing business environment, in-
cluding new trends, theory, and practice in management.

! College of Regional Development and Banking Institute — AMBIS, a. s., Lindnerova575/1, 180 00 Praha
8 — Liben, Czech Republic

2 Matej Bel University, Faculty of Economics, Tajovského 10, 975 90 Banska Bystrica, Slovakia
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Clark (1997) stresses that strategic management tools can be applied in all stages of the strate-
gic management process. According to Ramanujam, Venkatraman, and Camillus (1986), Clark
and Scott (1999), Frost (2003), and Gunn and Williams (2007) a variety of strategic tools and
techniques have been developed to support managers” strategic decisions, often by international
consultancy companies (Stenfors et al., 2007).

2. COMPETITIVENESS

The present, characterized by globalization, a multitude of technological innovations, high mar-
ket competition, and increasing administrative and financial burdens, requires high concentra-
tion, effort, flexibility in responding to new demands from customers, rapid response to trends
and constant seeking to streamline operational processes to ensure the long-term stability and
development of businesses operating in the hotel industry.

The development of information and communication technologies and their increasing use has
radically changed the relationship between the hotels and their guests. Competitive advantage is
based on differentiation and divergence, but the current information-sharing means that hotels
must count on the fact that the competition is watching them and will plan something similar.

Competitive performance, or competitiveness, reflects competitive advantages in specific mar-
ket situations in a given period, whether short or long. Thus, as market conditions change, the
distribution of competitive advantages, and thus the competitiveness of individual actors, may
also change. The problem, however, is that old habits have long been relatively profitable, reduc-
ing motivation to change (Porter 2003).

Competitiveness is a function of dynamic progressiveness, innovation, and the ability to change
and improve (Kitson, Martin, Tyler, 2004).

D’Cruz and Rugman (1992) view the competitiveness of a firm as its ability to design, produce,
and (or) market products superior to those provided by the firm’s competitors, considering both
the price and non-price factors. According to Huggins (2000), competitiveness involves pro-
ductivity, efficiency, and profitability as a means of achieving rising standards of living and
increasing social welfare.

Based on the available theoretical background, most of the authors list the similar factors of
competitiveness of the companies including hotels, which include physical characteristics, fac-
tors determined by the market, and factors that are controllable by the hotel general manager
(Morey & Dittman, 1995; Philips, 1996; Barros, 2005; Brown, 1999; Cizmar & Weber, 2000;
Kim, 2005; Sanchez-Gutierez, 2012; Schmuck, 2008).

Strategic decisions affect hotel productivity and competitiveness (Brown & Dev (1999). Brown
and Dev (1999), Philips (1996), and Morey and Dittman (1995) emphasized the role of the hotel
general manager in making strategic decisions following the demand and competitive conditions.

Managers should pay attention to efficient management as it affects the hotel’s productivity
(Brown & Dev, 1999; Barros, 2005; Yang & Lu, 2006; Brown & Ragsdale, 2002).
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Service quality is another factor that has an essential effect on the performance and competitive-
ness of the hotel as it can lead to repeated visitation and guest loyalty (Matilla & O’Neil, 2003;
Cardozo, 1965; Fornell, 1992; Halstead & Page, 1992; Akbaba, 2006.)

Integrating innovation into the strategy is crucial for hotels, as technology can be a way to im-
prove competitiveness (Orfila-Sintes et al., 2005).

Cizmar and Weber (2000) claimed that active marketing activities are positively related to busi-
ness performance and competitiveness.

Karagiorgas, Tsoutos, & Moia-Pol, (2007), consider operational costs, in particular, environ-
mental and energy-related costs as a factor of hotel performance and competitiveness.

The professionalism of management, quality, and effective performance of managerial func-
tions, customer orientation, availability of quality human resources, employee-training rate
belongs to the most important factors of competitiveness in the Slovak hotel industry. Hotel
managers have at their disposal a wide range of modern strategic management tools that they
can use to improve the Slovak hotels” competitiveness.

3. STRATEGIC MANAGEMENT TOOLS

In 1993, the business-consulting firm Bain & Company launched a multi-year research pro-
ject focused on management tools and trends (Rigby & Bilodeau, 2015). Based on the survey
results the most used management tools include Strategic Planning, Customer Relationship
Management, Benchmarking, Balanced Scorecard, Core Competencies, Outsourcing, Change
Management, Vision and Mission Statements, Customer Satisfaction, Strategic Alliances, Busi-
ness Process Reengineering, Growth Strategies, Pay per Performance, Customer Segmentation,
Scenario and Contingency Planning, Knowledge Management, and Employee Engagement Sur-
veys. The study reveals the correlation between the size of the company and the number of tools
used and regional variation in tool use. Transportation and tourism, manufacturing, technology,
and telecommunications sectors showed the highest tool use. Taking into account the specifics
of the hotel industry and the results of the pilot study in Slovak hotels, the following fourteen
tools have been chosen as the object of this study.

Strategic Planning is an essential tool for business executives whose development dates back to
the 1950s. This tool implements a well-defined enterprise strategy into crucial business goals
and explicitly connects all business goals with daily operation and transform them into de-
liberate steps that are needed to be achieved (Nolan, 2008). Strategic planning in the current
business environment helps the company identify early changes in the external business en-
vironment and adapt to them the necessary measures in the future direction and corporate
governance. It is a tool that helps managers to learn how to respond to a continually changing
business environment (Fogg, 2010).

Customer Relationship Management (CRM) is based on the idea that building a sustainable re-
lationship with customers can help to obtain loyal customers who are much more profitable than
non-loyal ones (Dowling, 2002). CRM helps to understand the needs and desires of customers
and evaluate the economic efficiency of business collaboration with individual customers based
on profitability indicators (Mguyen, Sherif & Newby, 2007). Based on collected and processed
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data, sales strategies can be created for each product, customers can be segmented according
to predefined criteria, the approach can be developed, product and internal processes can be in-
novated, plan for future earnings, and training program for employees can be created (Peppers,
2011, Sarmaniotis, 2013). Hotels from the nature of its activities collect data on their guests and
can transform them into useful knowledge (Lin & Su, 2003; Nasution & Mavondo, 2008; Dev
& Olsen, 2000). In a highly competitive global tourism market hotels need to encourage their
guest to repeated visitation; thus the implementation of CRM is for hotels an efficient way of
enhancing profitability and guest loyalty and improves their competitiveness (Papastathopou-
lou, Avlonitis & Panagopoulos, 2007; Verdugo, Oviedo-Garcia & Roldan, 2009; Sigala, 2005;
Wu & Li, 2011).

Internal Relationship Management represents a tool for measuring satisfaction and meeting
the individual needs of employees, working groups, and departments of the enterprise. This
management tool is a response to several studies (e.g., Jensen, 2007, Medlin & Green, 2009)
that confirmed a direct dependence between mentally and emotionally recruited employees, the
number of loyal customers, and business performance. This tool helps to identify the personal
realization of employees in specific positions, their relationship, and links with other employees
across the entire organizational structure. The goal of this tool is to reduce employee fluctua-
tion, typical for the hotel industry, identify the right job positions for the right employees, create
small working groups and create an appropriate work environment for employees.

When managing a company, mathematical quantification and a combination of data give rise
to some indicators that are continually applied. However, proper use and recognition of the
importance of these indicators is often a problem for managers. Kaplan and Norton developed
the Balanced Scorecard (BSC) management tool that is based on the logic of the management
circle: plan-do-check-act (Kaplan & Norton, 2000). It aims to reduce the information burden
on managers and an emphasis on critical financial and non-financial indicators that are crucial
to the fulfillment of the corporate strategy (Creamer, 2010) and provides feedback on internal
processes and external business outcomes to endlessly modification of strategic performances.
It turns strategic planning into the center of an enterprise as soon as it is fully implemented
(Kaplan & Norton, 2000). An advantage of BSC is its universal applicability for a wide range
of businesses. It is part of an information system that is available to all employees at different
business levels (Laitinen, 2006). Balanced Scorecard was successfully implemented in the hotel
industry e. g. in recognized hotel brands as Hilton Hotels and Marriott franchisee White Lodg-
ing Services (McPhail, Herington & Guilding, 2007).

Six Sigma is a proven quality management tool with an emphasis on professional project man-
agement (Bisgaard, 2004). It is built on statistical and mathematical techniques and aims to
create nearly perfect products or provide impeccable services, results of which are reflected
in the improvement of financial indicators of enterprise and increase its market value (Topfer,
2008). Six Sigma is a comprehensive, flexible management tool that focuses on continuous im-
provement (innovation) of the organization by understanding customer needs and expectations,
by analyzing processes and standardizing measurement methods by the use of information and
data for management and decision-making. Goals of Six Sigma included profit maximization,
efficient use of resources and increased productivity, reduction of support processes, and mini-
mizing adverse phenomena - defects, mismatches, losses, claims, and costs. Added value from
the utilization of Six Sigma may occur in hotels in the following areas: increase in information
accuracy; reduction of peak time check-ins/check-outs: elimination of billing errors; reduction
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in the amount of ,,no-shows”; reduction in housekeeping room turnaround times; standardized
cleaning procedures/policies (sixsigmaonline.org, 2017).

Benchmarking is one of the management tools that have been used for a long time. Its popu-
larity explains the simplicity, which is one of the principles of this instrument. Benchmarking
is a continuous and systematic process of comparing and measuring products, processes, and
methods of an organization with the best in the market to define the goals of improving the or-
ganization. Leaders can compare methods and performances externally with businesses within
comparable business segments (Harrington, 1996; Boxwell, 1994; Lane, 2016). Benchmarking
can be provided as internal - takes place within the institution, when the performance of branch-
es and various organizations is compared; it can also be used to compare the effectiveness of
new and old practices in an organization (Camp, 2006); and as external - applied amongst more
comparatively large institutions.

Edgar, Litteljohn, Allardyce, Wanhill, Day and Wensley (Edgar, Litteljohn & Allardyce 1994;
Edgar, Litteljohn, Allardyce & Wanhill, 1994; Edgar, 1997; Day & Wensley, 1998) state that
competitive advantage must create value for guests and guests must perceive it. This value needs
to indicate a specific benefit for guests, so they will pay to get it. Such a benefit cannot be easily
obtainable elsewhere. Core Competencies are a set of skills, knowledge, and technology that
deliver added value to the guests, ensure uniqueness, and make it possible to introduce a range
of new products (Hamel & Prahalad, 1994; Drejer, 2002). Prahalad and Hamel (1990), argue that
the primary source of a company’s competitive advantage is its ability to innovate based on its
core competencies, a conceptually integrated business management tool, the essence of which
is to identify and isolate critical strengths of the business and compare them with competitors.

Outsourcing is a widely used management tool. Evald (2012) lists three basic approaches to
outsourcing — cost, competency, and relationship. Hotels can benefit from outsourcing regarding
reducing the operational risk and cost & quality control process. Outsourcing aims to decrease
the number of operations that are carried out within the hotel (Burn & Ash, 2000; Georgantzas,
2001), and only functions generating added value and tightly bonded with the hotel’s competitive
advantage are implemented internally. The benefit hotels receive by outsourcing include focus
on core business or competences (Lacity, Hirschheim & Willcocks, 1994), increased flexibility
(Lacity, Willcocks & Feeny, 1995), improved quality of services and dispose of time-consum-
ing and routine task without added value, or access to technologies, capabilities, and knowledge
they do not own (Lee, 2001).

Supplier Relationship Management (SRM) aims to synchronize all factors involved in the pro-
cess of producing goods or providing services — suppliers, manufacturers, distributors, dealers,
and customers, with an emphasis on timely, complete, and efficient customer satisfaction. This
tool is based on a sophisticated information system that ensures a close relationship between
input and output factors and makes the value chain of goods or services more efficient (Frazelle,
2001). Ayers (2006, p. 16) emphasizes that the synergy of the close relationship is the provision
of services or sale of goods to a targeted customer ,,at the right time, at the right place and the
right cost.” This management tool was a response to changing the business environment, the
intensity of communication, the use of new management tools of supply, data storage and uti-
lization, overall consolidation, and the tendency to build strategic partnerships (Trent, 2007).
Hotels can benefit from a good relationship with their suppliers, primarily from increased effi-
ciency and optimized performance, cost control, and loyalty.
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Controlling is a result-oriented management tool that integrates traditional accounting with
planning into a comprehensive management concept. Includes planning, control, and informa-
tion flows and is focused on the outcome. The key to control is the calculated prices of products
and services. Controlling is not just about cost tracking, but rather a focus on the future, the
analysis of the former state and the forecast of the future development of the organization’s fi-
nances and measures for tomorrow. It utilizes various mathematical and statistical methods for
control indicators. Each area where the controlling is applied can be elaborated and analyzed in
a very detailed manner based on multiple indicators. Controlling can make a significant contri-
bution to working successfully despite the now intense competition that prevails in the market
for hotel services and the increased difficulty in making leadership achievable (Gewald, 2014).

An essential part of the management in the hotel industry is Total Quality Management. TQM
is the most complex and comprehensive concept, and its implementation is mostly achieved by
gaining experience with the application of the ISO 9000 standards, an integrated philosophy
is to manifest itself in all organization activities when the enterprise is involved in continually
improving the quality of products and services. It consists of a technical (application of modern
tools, methods, and techniques of quality management) and a social subsystem (human factor
mobilization).

The EFQM Model of Excellence is a practical tool that helps hotels to understand where they
are on the path to Excellence. The model allows organizations defining the gaps and stimulating
solutions. It applies to different kinds of organizations regardless of size, structure, ownership,
and sector. The results can be used as part of the business planning process, and the model can
be used as a rudiment for operational and project review (Llusar, Tena, & Puig, 2009; Rujsan,
2005). The model was introduced in early 1992 as a management tool that encourages organi-
zational self-assessment. The model is regularly updated and refined and is used by more than
30,000 businesses and organizations.

The Activity-Based Costing (ABC) is originated in the 1980s and is associated with the names
of Kaplan, Cooper (Kaplan & Cooper, 1988; 1997), and Johnson (Johnson & Kaplan, 1987). At
the same time, the first concepts of the ABC method were presented as methods for assigning
overhead costs as well as for measuring and evaluating costs and process performance. Product/
service cost based on the ABC method includes direct costs and the allocated portion of produc-
tion, but mostly non-production overheads. The total costs of the enterprise are broken down by
its activities. Brignall (1997) states that the proportion of fixed costs in the hotel industry is high
and uncontrollable. The fundamental purpose of the ABC calculation is, therefore, to accurately
express the cost related to the cause of its occurrence, especially when the increase in costs is
not due to the rise in the volume of the final output.

Internet, and especially Social Media, fundamentally changed the hotels and their interaction
with guests. The internet plays a growing role also in the European travel sector; 61% of Eu-
ropeans use the internet every day or almost every day, 54% of Europeans say they use Social
Media at least once a week, 38% use them every day or nearly every day (Eurobarometer, 2016).
According to ehotelier.com (Cartwright, 2017), Social Media have 2.3 billion active users, while
on Facebook is 1.86 billion users active, and 284 million users are active on Twitter. On aver-
age, 2.73 million posts are made on blogs every day, and 600 million users are monthly active
on Instagram. Ninety-one percent of retail brands use two or more Social Media channels.
Users generate the content on Social Media sites, and hence their opinions are more credible to
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potential guests. Ninety-two percent of guests trust word-of-mouth and recommendation from
friends and family; online guest reviews are the second most trusted form of advertising.

Social media can affect hotel marketing as they allow to efficiently engaging with guests as well
as for brand management purposes. They can improve Customer Relationship Management of
the hotels as Social Media often encourages greater transparency in guests’ responses and so
that hotels can quickly improve their services and positively affect their income in the long-term.

4. METHODOLOGY

The study aims to identify the current state of the use of strategic management tools in the hotel
industry in Slovakia with a focus on four-star hotels. According to the objective of the study, the
following hypothesis was formulated.

Hypothesis One: = Managers of the four-star hotels in Slovakia are familiar with all the four-
teen selected strategic management tools.

Hypothesis Two:  Managers of the four-star hotels in Slovakia do use all the fourteen select-
ed strategic management tools.

The analysis and data represented in this paper are based on primary and secondary research.
The study included a review of recent literature and research reports on the use of management
tools in the different economic sectors. Data for the analysis were obtained through a ques-
tionnaire. The respondents were selected by purposeful sampling. Specific selection criteria
as (1) duration of employment in the hotel for five years, (2) and holding management position
were determinate to ensure the sample could answer the questions and prove or disprove the
hypothesis. From the 183 four-star hotels in Slovakia (SSO, 2017), thirty representatives of the
four-star hotels fully met the specific selection criteria. The inquiries were sent to managers via
email; the return was 73.3 %. The sample was compiled according to data from the Booking.
com portal. The criterion of 4 stars, room price over 200 €, and guest rating over 9.2 was set.
It was assumed that in hotels with high guest ratings and price per room higher than 200€ is
a higher probability of application of the examined strategic management tools. The collected
data were processed by mathematical and statistical methods at a significance level of o = 0.05,
with 95 % reliability. The result of the survey was compared with studies focused on the use of
management tool utilization conducted in Slovakia and surrounding countries. The survey was
conducted from December 2017 to November 2018.

S.  RESULTS AND DISCUSSION

In recent years, the number of overnight stays in tourist accommodation establishments has
generally been increasing. In 2017, the number of overnight stays in accommodation establish-
ments reached 3.1 billion in the European Union.

The number of accommodation establishments in Slovakia was two-thousands seven-hundred
seventy-two in 2017 with 186 000 beds; the number of overnight stays of residents and non-res-
idents reached 14.7 million with 2.9 nights on average (Eurostat, 2019). The number of nights
spent at hotels and similar accommodation establishments was in 2017 in Slovakia 6 105 767 in
2018, while in the 28EU countries, it was estimated 963 434 783. Slovakia’s hotels and similar
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accommodation establishments contributed to 28EU countries’ results by 0,634% (Eurostat,
2019a), which is a low share. In this context, the Slovak hotels need to improve their competitive-
ness. Hotel managers have at their disposal a wide range of modern strategic management tools
that they can apply. Higher-class hotels in Europe apply modern management tools significantly
more often than those in Slovakia; this is due to the long tradition of the market mechanism, the
size of hotels, and their involvement in international hotel chains. Hotel chains are known for
the application of modern management methods and their application. There are nineteen hotel
chains present in Slovakia, which operate twenty-eight hotels, including twenty-six four-star
and above hotels. Most of the one hundred eighty-three four-star hotels are family-owned.

The following steps were carried out to find out the current state of use and knowledge of the
modern strategic management tools in Slovak hotels.

First, the extent to which hotel managers are familiar with strategic management tools was
ascertained by the Likert scale from 1 — I do not know to 5 — I know very well. Based on the
processed results (Table 1), the knowledge of the Controlling, Strategic Planning, Customer Re-
lationship Management, Benchmarking, Outsourcing, Supplier Relationship Management, and
Social Media was reported by the respondents. Management tool as Six Sigma, BSC, and Activ-
ity Based Costing was reported as less known. Knowledge of EFQM and TQM was reported in
the middle of the scale with the highest standard deviation. It means that some managers know
these tools very well, and the others do not know them at all.

Table 1. Knowledge of Management Tools

Rank Management Tool Count Average Standard Deviation
1 Controlling 22 4,09 0,92
1 Strategic Planning 22 3,91 0,87
3 CRM 22 3,73 0,77
3 Benchmarking 22 3,82 0,85
3 Outsourcing 22 3,95 1,00
3 Supplier Relationship Management 22 3,95 1,00
3 Social Media 22 3,77 1,07
3 Internal Relationship Management 22 3,27 0,88
9 TQM 22 2,77 1,41
9 Core Competencies 22 2,73 1,20
9 EFQM Excellence Model 22 2,32 1,49
12 ABC 22 2,23 1,19
13 BSC 22 1,95 0,95
14 Six Sigma 22 1,50 0,80

Source: Authors processing

Further, the intensity of use of the same management tools was examined as follows: daily — 7,
weekly — 6, monthly — 5, quarterly — 4, yearly — 3, once every three years — 2, never — 1. Based
on the results of the Friedman and Wilcoxon test, among the most widely used management
tools were recognized, Customer Relationship Management, Social Media, Internal Relation-
ship Management, Outsourcing, Controlling, and Benchmarking were recognized. Total Qual-
ity Management, EFQM Excellence Model, Activity Based Costing, Balanced Scorecard, and
Six Sigma (Table 2) were not used in any of the studied hotels.

Most of the managers of monitored hotels reported weekly usage of Customer Relationship
Management, Social Media, and Internal Relationship Management; monthly application of
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Benchmarking, Outsourcing, and Controlling. The usage of Supplier Relationship Manage-
ment, Strategic Planning, and Key Competencies were reported on average once a year.

Table 2. Use of Strategic Management Tools

Rank Strategic Management Tools Median Standard Deviation
1 CRM 5,77 1,57
2 Social Media 5,46 1,68
2 Internal Relationship Management 5,59 1,50
4 Outsourcing 5,14 1,52
5 Controlling 4,96 1,89
5 Benchmarking 4,55 1,71
5 Supplier Relationship Management 4,41 1,79
8 Strategic Planning 3,64 1,47
9 Core Competencies 2,36 1,71
10 TQM 1,00 0,00
10 BSC 1,00 0,00
10 Six Sigma 1,00 0,00
10 ABC 1,00 0,00
10 EFQM Excellence Model 1,00 0,00

Source: Authors processing

Based on the characteristics of management tools, the answer scaling key to the second question
in the questionnaire was compiled to determine how many hotels from monitored respondents
use or do not use the selected management tools frequently. The minimum frequency of use
of the management tool is shown in Table 3. If a hotel less often uses the tool than a specified
minimum usage rate, the instrument was considered as unused.

Table 3. Minimum Intensity of Strategic Management Tools Use

Rank Strategic Management Tool Minimum Usage Intensity
1 CRM Monthly
Social Media Weekly
3 Internal Relationship Management Monthly
4 Outsourcing Monthly
5 Controlling Monthly
6 Benchmarking Monthly
7 Supplier Relationship Management Monthly
8 Strategic Planning Yearly
9 Core Competencies Yearly
10 TQM Unused
11 BSC Unused
12 Six Sigma Unused
13 ABC Unused
14 EFQM Excellence Model Unused

Source: Authors processing

Based on responses scaling, the most used management tools in monitored hotels include Cus-
tomer Relationship Management and Strategic Planning (used in 86% of surveyed hotels), fol-
lowed by Internal Relationship Management, Controlling, Outsourcing, Benchmarking, Social
Media and Supplier Relationship Management (Table 4).
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Table 4. Most Used Strategic Management Tools

Rank S e M Tool Used Not used
an trategic Management Tools Count Share in % Count Share in %
1 CRM 19 86 3 14
1 Strategic Planning 19 86 3 14
2 Internal Relationship Management 18 82 4 18
3 Controlling 17 77 5 23
4 Outsourcing 16 73 6 27
4 Benchmarking 16 73 6 27
5 Social Media 15 68 7 32
6 Supplier Relationship Management 14 64 8 36
7 Core Competencies 10 45 12 55
8 TQM 0 0 22 100
8 BSC 0 0 22 100
8 Six Sigma 0 0 22 100
8 ABC 0 0 22 100
8 EFQM Excellence Model 0 0 22 100

Source: Authors processing

The application of Total Quality Management and EFQM Excellence Model, as well as Bal-
anced Scorecard, Six Sigma, and Activity Based Costing, was not reported by respondents.

Gierczak (2014) conducted a similar survey in three- and four-star hotels in the Rzeszow area in
Poland in 2012. She found that the most commonly used management tools by managers were
Knowledge Management, followed by Outsourcing, Benchmarking, and Internal Competition,
respectively. Gierczak (2014, p. 183) concludes, ,,the managers significantly lacked substantive
knowledge of emerging ,market’ management methods and concepts.”

Most of the researchers in Slovakia and the Czech Republic focus on their research of usage
of strategic management tools on enterprises from different sectors. For example, Siska and
Matysek (2007) surveyed in the Czech Republic in 2007 on a selected sample of two hundred
ninety-one enterprises. Their research aimed to find out what tools and systems the Czech com-
panies use to measure their performance. Based on the results of their study, they found that en-
terprises in the Czech Republic mainly use Full-cost Management Accounting, combined with
principles of Controlling. Total Quality Management and Balanced Scorecard were rarely used.

Karabasova, (as cited in Durkacova & Kadarova, 2012) surveyed the usage of selected man-
agement tools in one hundred and ten manufacturing enterprises in Slovakia with a turnover
of more than 5 million Euros. The results of the survey showed that that the most used man-
agement tools include Strategic Planning, Customer Analyses, CRM, Support of Internal In-
novation, Price Optimization Models, Core Competencies, Customer Segmentation, Loyalty
Maintaining Tools, and Crisis Management.

Based on the results of the survey of 722 manufacturing companies in the Czech Republic and
Slovakia, Pawliczek (2013), indicates that the most widely used management tools reported
were Total Quality Management, Six Sigma, Core Competencies, and Balanced Scorecard.

Lisinski et al. (2012) presented the results of research conducted in 2011 on the use of modern
management concepts in companies in Lesser Poland and Silesia Voivodeships. They surveyed

125 companies operating in the heavy-industry sector. The results of the study confirmed that
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the companies are using strategic management tools; however, in highly diverse mode. To the
most used management tools belong Controlling and Outsourcing. Balanced Scorecard and
Business Process Reengineering were reported as rarely used by respondents.

Based on the presented results of the primary research, it can be stated that managers in Slovak
hotels are familiar with Controlling, Strategic Planning, Customer Relationship Management,
Benchmarking, Outsourcing, Supplier Relationship Management, and Social Media. Six Sigma,
BSC, and Activity Based Costing are less known as the others. Hypothesis One: Managers of
the four-star hotels in Slovakia are familiar with all the fourteen selected strategic management
tools was partially confirmed.

Managers use Customer Relationship Management, Social Media, Internal Relationship Man-
agement, Outsourcing, Controlling, and Benchmarking; however, they do not apply tools as
Total Quality Management, EFQM Excellence Model, Activity Based Costing, Balanced Score-
card, and Six Sigma. Hypothesis Two: Managers of the four-star hotels in Slovakia do use all the
fourteen selected strategic management tools was partially confirmed.

The most used management tools in monitored hotels include Customer Relationship Man-
agement and Strategic Planning, followed by Internal Relationship Management, Controlling,
Outsourcing, Benchmarking, Social Media, and Supplier Relationship Management.

6. CONCLUSION

Hotels are operating in a highly competitive market where the offer usually prevails over the
demand. In the effort to maximize the profit, management can use a wide range of strategic
management tools. Compared to businesses in other sectors of the economy in Slovakia and
surrounding countries, hotels are lagging in using strategic management tools. Hotels in Slova-
kia also need to focus on the quality of services following the new trends in management and
implement strategic management tools to increase competitiveness, improve business efficiency
and economy, and ability to respond quickly to changing market demands. The positive effects
on competitiveness are reflecting the whole tourism sector; this is an essential and decisive con-
tribution to the use of strategic management tools in the hotel industry in Slovakia.

In four-star and above star hotels with only average or above-average occupation rate, the use
of strategic management tools is crucial to minimize losses. Implementation of the strategic
management tools could also help to avoid short-term process and liquidity crises and to create
strong foundations for long-term operation in a challenging competitive environment.
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Abstract: This paper examines the total consumption expenditure made by a visitor or on behalf of a
visitor for and during his/her trip and stay at destination in the euro area. The basic aims of this paper
are: firstly, to create a relatively simple chaotic growth model of the total consumption visitor expendi-
ture that is capable of generating stable equilibria, cycles, or chaos, and secondly, to analyze the total
consumption visitor expenditure growth stability in the period 2012-2018 in the euro area. This paper
confirms the existence of the different growth path of the total consumption visitor expenditure in the
euro area in the observed period.
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1. INTRODUCTION

he euro was first introduced in 1999. The eurozone consists of the following EU Member
States (19) which have adopted the euro as their single currency: Austria, Belgium, Cyprus
(2008) , Estonia (2011), Finland, France, Germany, Greece (2001) , Ireland, Italy, Latvia (2014),
Lithuania (2015), Luxemburg, Malta (2008) Netherlands, Portugal, Slovakia (2009), Slovenia
(2007), and Spain. The euro has a special impact on the tourism sector. (Jablanovic, 2018, pp. 703).

This paper uses the elements of chaos theory. Namely, chaos theory started with Lorenz’s (1963)
discovery of complex dynamics arising from three nonlinear differential equations leading to
turbulence in the weather system. Li and Yorke (1975) discovered that the simple logistic curve
can exhibit very complex behaviour. Further, May (1976) described chaos in population biology.
Chaos theory has been applied in economics by Benhabib and Day (1981,1982), Day (1982, 1983,
1992, 1997.), Grandmont (1985), Goodwin (1990), Medio (1993,1996), Lorenz (1993), Jablanovic
(2011, 2013, 2016, 2018), among many others.

The basic aims of this paper are: firstly, to create a relatively simple chaotic growth model of the
total consumption visitor expenditure that is capable of generating stable equilibria, cycles, or
chaos. On the other hand, it is important to analyze the total consumption visitor expenditure
growth stability in the period 2012-2018. in the euro area. This paper confirms the existence
of the different growth path of the total consumption visitor expenditure in the euro area in the
observed period.

2. THE MODEL

The chaotic total consumption visitor expenditure growth model is presented by the following
equations:

Y, =C,+ [+ G, + Nx, )]
University of Belgrade, Faculty of Agriculture, Nemanjina 6, 11081 Belgrade, Republic of Serbia
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C=aY,?0<a<l 2
[=BY,0<B<l )
G=gY, 0<g<l @)
Nx,=vY,0<y<1 ®)
E =Y, 0<e<l1 (6)

with Y — the gross domestic product (GDP) , I — investment , C— consumption, Nx — net exports,
G — government spending, E — the total consumption visitor expenditure, o — the marginal
propensity to consume , 3 - the investment rate, g- the government expenditure rate, y — the net
exports rate, € — the total consumption visitor expenditure rate.

(I) GDP (Y) is the sum of consumption (C), investment (I), government spending (G), and net
exports (Nx);

(2) the consumption function displays the quadratic relationship between consumption (Ct)
and real output of the previous period (Y,,), where the coefficient a is ,,the marginal pro-
pensity to consume® (MPC) . The MPC coefficient can be between zero and one.

(3) shows the investment function;

(4) shows the relation between government spending (G) and the gross domestic product (Y);
(5) shows the relation between net exports (Nx) and the gross domestic product (Y);

Finally, (6) explains the relation between the total consumption visitor expenditure (E) and the
gross domestic product (Y).

Now, putting (1), (2), (3), (4), (5), and (6) together we immediately get:

_ ﬂ +y o 2
Et (—1 e j Et_1 + |:78 (1 ~ g):| Et_1 (7)

Further, it is assumed that the current value of the total consumption visitor expenditure is
restricted by its maximal value in its time series. This premise requires a modification of the
growth law. Now, the total consumption visitor expenditure growth rate depends on the actual
value of the total consumption visitor expenditure, E, relative to its maximal size in its time
series Em. We introduce e as e = E/E™. Thus, E range between 0 and 1. Again we index e by
t, i.e. write e , to refer to the size at time steps t = 0,1,2,3, ... Now the total consumption visitor
expenditure growth rate is measured as

_[B+y a 2
- (—1 * j o+ [78 = g)} . ®)

This model given by equation (8) is called the logistic model. For most choices of a., B, v, €,
and gthere is no explicit solution for (8). Namely, knowing o, B, v, €, and gand measuring e
, would not suffice to predict e , for any point in time, as was previously possible. This is at the
heart of the presence of chaos in deterministic feedback processes. Lorenz (1963) discovered
this effect - the lack of predictability in deterministic systems. Sensitive dependence on initial
conditions is one of the central ingredients of what is called deterministic chaos.
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3. THE LOGISTIC EQUATION

It is possible to show that iteration process for the logistic equation
Ziy =N Z (1 - Z ): n 6[0:4] s Zy E[O,l] (9)

is equivalent to the iteration of growth model (8) when we use the identification

| — % e andn=|BEY
z {8(ﬂ+}/)}etadn (1—g] (10)

Using (8) and (10) we obtain:

e )| (e U E=

o P O ] O

On the other hand, using (9) and (10) we obtain:
Zm:ﬂzt( 1 'Zt)

7 RN

2

i {ﬁ} o L%ﬂ - g)}

Thus, we have that iterating (8) is really the same as iterating (9) using (10). It is important
because the dynamic properties of the logistic equation (9) have been widely analyzed (Li and
Yorke (1975), May (1976)).

It is obtained that:

(1)  For parameter values 0 < < 1 all solutions will converge to z = 0;

(i) For 1 <n < 3,57 there exist fixed points the number of which depends on n;

(i) For 1 <n < 2 all solutions monotonically increase toz=Mm-1)/n;

(iv) For 2 <n < 3 fluctuations will convergetoz=Mm-1)/n;

(v) For 3 <n <4 all solutions will continuously fluctuate;

(vi) For 3,57 < < 4 the solution become ,,chaotic”” which means that there exist totally aperi-
odic solution or periodic solutions with a very large, complicated period. This means that
the path of z, fluctuates in an apparently random fashion over time, not settling down into
any regular pattern whatsoever.

4. EMPIRICAL EVIDENCE

The main aim of this paper is to analyze the total consumption visitor expenditure growth sta-
bility in the period 2012-2018. in the euro area (see Figures 1-5).
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In this sense, it is important to use the logistic model (11):

et+1:net+vetz (11)

where e— the total consumption visitor expenditure, n = (gj ,v=[a/e(l-g)].

Now, the model (11) is estimated (see Tables 1-19.).
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Figure 1. The total consumption expenditure made by a visitor or on behalf of a visitor for and

Source:

during his/her trip and stay at destination (thousand euro): Belgium, Germany, Esto-
nia, Ireland, 2012-2018.

https://ec.europa.eu/eurostat/databrowser/view/tin00194/default/table?lang=en

Table 1. The estimated model (11): Germany, 2012-2018.
R=0.83335 Variance explained: 69.447%

n v
Estimate -0.613071 2.36303
Std. Err. .900806 1.25964
t4) -0.680580 1.87595
p-level .533493 13391

Table 2. The estimated model (11): Belgium, 2012-2018.
R=0.35161 Variance explained: 12.363%

n v
Estimate 2.370477 -1.561966
Std. Err. .614352 .668449
t(4) 3.858499 -2.336702
p-level 01817 079665

The total consumption visitor expenditure fluctuated between 6986821.99 and 9912538.26 (unit
of measure: Thousand euro) in the period 2012-2018 in Belgium.

According to the logistic equation, for 2 < n < 3 fluctuations converge to z= (M- 1)/ n, or
(2.370477-1)/ 2.370477=0.578144.

According to (10.), the equilibrium value of the total consumption visitor expenditure was
0.578144/ (1.561966/2.370477) or 0.578144/ 0.658925 or 0.87704 or 8693692.55 (unit of meas-
ure: Thousand euro) in Belgium in the observed period.
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An estimated value of the coefficient 1 (0.360214) describes convergent movement of the total
consumption expenditure made by a visitor in Estonia in the observed period.
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Table 3. The estimated model (11): Estonia,2012-2018.
R=0.82099 Variance explained: 67402%

n v
Estimate 0.360214 2.20901
Std. Err. 876269 1.95004
t4) 0.411077 1.13280
p-level 702086 32060

Table 4. The estimated model (11): Ireland, 2012-2018.
R=0.98680 Variance explained: 97.377%

n v
Estimate 0.918635 -.246941
Std. Err. 097907 117862
t4) 9.382779 -2.095173
p-level 000719 22749

An estimated value of the coefficient 1 (0.918635) describes convergent movement of the total
consumption expenditure made by a visitor in Ireland in the observed period.
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Figure 2. The total consumption expenditure made by a visitor or on behalf of a visitor for and
during his/her trip and stay at destination (thousand euro): Greece, Spain, France,
Italy, 2012-2018.

Source : https://ec.europa.cu/eurostat/databrowser/view/tin00194/default/table?lang=en

Table 5. The estimated model (11): Greece, 2012-2018.
R=0.66256 Variance explained: 43.898%

n v

Estimate 1.174606 -.12454
Std. Err. .568429 738438
t4) 2.066401 -.168653
p-level 107668 .874254

The total consumption visitor expenditure fluctuated between 1459330,43 and 2294115,65 (unit
of measure: Thousand euro) in the period 2012-2018 in Greece.
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According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.174606-1)/ 1.174606=0.148651.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.148651/ (0.12454/1.174606) or 0.148651/ 0.106027 or 1.402011 or 3216375.38 (unit of
measure: Thousand euro) in Greece.

Table 6. The estimated model (11): Spain, 2012-2018.
R=0.91293 Variance explained: 83.344%

n v
Estimate 1.177343 -.113883
Std. Err. 243045 304451
t4) 4.844126 -.374061
p-level .008375 727343

The total consumption visitor expenditure was increased from 24347286 to 40695352.53 (unit
of measure: Thousand euro) in the period 2012-2018 in Spain.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.177343-1)/ 1.177343=0.15063.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.15063 / (0.113883/1.177343) or 0.15063/ 0.096729 or 1.557237 or 63372308.6878
(unit of measure: Thousand euro) in Spain.

Table 7. The estimated model (11): France, 2012-2018.
R=0.59494 Variance explained: 35.396%

n v
Estimate 060525 1.53002
Std. Err. 1.405109 2.08948
t4) 043075 0.73225
p-level 967706 .50461

An estimated value of the coefficient 1 (0.060525) describes convergent movement of the total
consumption expenditure made by a visitor in France in the observed period.

Table 8. The estimated model (11): Italy, 2012-2018.
R=0.43892 Variance explained: 19.265%

n v
Estimate 1.646642 -.813356
Std. Err. 414684 499291
t4) 3.970834 -1.629023
p-level 016527 178640

The total consumption visitor expenditure was increased from 17576835.69 to 26829423.58 (unit
of measure: Thousand euro) in the period 2012-2018 in Italy.
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According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.646642-1)/ 1.646642=0.392704.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.392704 / (0.813356/1.646642) or 0.392704/ 0.493948 or 0,795031 or 21330222.9971
(unit of measure: Thousand euro) in Italy.
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Figure 3. The total consumption expenditure made by a visitor or on behalf of a visitor for and
during his/her trip and stay at destination (thousand euro): Cyprus, Latvia, Lithuania,
Luxembourg, 2012-2018.

Source : https://ec.europa.eu/eurostat/databrowser/view/tin00194/default/table?lang=en

Table 9. The estimated model (11): Cyprus, 2012-2018.
R=0.72753 Variance explained: 52.936%

n v
Estimate 1.57114 -.592560
Std. Err. .310382 .373612
t4) 5.061968 -1.586031
p-level .00717 187917

The total consumption visitor expenditure was increased from 887872.5 to 1679033.62 (unit of
measure: Thousand euro) in the period 2012-2018 in Cyprus.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.57114-1)/ 1.57114=0.363519.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.363519 / (0.59256/1.57114) or 0.363519/ 0.377153 or 0,963850 or 1618336.5546 (unit
of measure: Thousand euro) in Cyprus.

Table 10. The estimated model (11): Latvia, 2012-2018.

n v
Estimate 1.646642 -.813356
Std. Err. 414684 499291
t(18) 3.970834 -1.629023
p-level 016527 178640
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The total consumption visitor expenditure was increased from 537344.47 to 653645.88 (unit of
measure: Thousand euro) in the period 2012-2018 in Latvia.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.763687-1)/ 1.763687=0.433006.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.433006 / (0.827290/1.763687) or 0.433006/ 0.469068 or 0,9231199 or 603393.5194
(unit of measure: Thousand euro) in Latvia.

Table 11. The estimated model (11): Lithuania, 2012-2018.
R=0.95511 Variance explained: 91.223%

n v
Estimate 929166 161774
Std. Err. .183802 224341
t4) 5.055249 721107
p-level 007204 .50739

An estimated value of the coefficient 1 (0.929166) describes convergent movement of the total
consumption expenditure made by a visitor in Lithuania in the observed period.

Table 12. The estimated model (11): Luxembourg, 2012-2018.

R=0.35926 Variance explained: 12.907%

n v
Estimate 1.084001 .041183
Std. Err. 1.552167 2.414167
t4) .698379 .017059
p-level .523411 987207

The total consumption visitor expenditure was increased from 1219069.32 to 2102886.36 (unit
of measure: Thousand euro) in the period 2012-2018 in Luxembourg.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase toz=(n-1)/n,
or (1.084001-1)/ 1.084001=0.077492.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.077492 / (0.041183/1.084001) or 0.077492/ 0.03799 or 2.0398 or 4289467.597 (unit
of measure: Thousand euro) in Luxembourg.

Table 13. The estimated model (11): Malta, 2012-2018.

24

R=0.72994 Variance explained: 53.281%

n v
Estimate 1.21985 -.158442
Std. Err. 474587 653608
t4) 2.568941 -242411
p-level 062048 .820384
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The total consumption visitor expenditure was increased from 334218.43 to 605973.05 (unit of
measure: Thousand euro) in the period 2012-2018 in Malta.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.21985-1)/ 1.21985=0.180227.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.180227 / (0.158442/1.21985) or 0.180227/ 0.129886 or 1.387578 or 840834,8728 (unit
of measure: Thousand euro) in Malta.
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Figure 4. The total consumption expenditure made by a visitor or on behalf of a visitor for and
during his/her trip and stay at destination (thousand euro): Malta, Netherlands, Aus-
tria, Portugal, 2012-2018.

Source : https://ec.europa.cu/eurostat/databrowser/view/tin00194/default/table?lang=en

Table 14. The estimated model (11): Netherlands, 2012-2018.
R=0.74113 Variance explained: 54.928%

n v
Estimate 1.17404 -.0146673
Std. Err. 381200 476349
t4) 3.079852 307912
p-level 036937 773517

The total consumption visitor expenditure was increased from 14855688.06 to 21566507.88
(unit of measure: Thousand euro) in the period 2012-2018 in the Netherlands.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.17404-1)/ 1.17404=0.148240.

According to (10.), the value of the total consumption visitor expenditure monotonically in-

creases to 0.14824 / (0.146673/1.17404) or 0.14824/ 0.124930 or 1.1865845 or 25590494.7528 (unit
of measure: Thousand euro) in the Netherlands.
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Table 15. The estimated model (11): Austria, 2012-2018.

R=0.75983 Variance explained: 57.735%

n v
Estimate 1.254206 -.246688
Std. Err. 340407 378777
t4) 3.684427 -.651276
p-level 021122 .550391

The total consumption visitor expenditure was increased from 12696610.95 to 15464412.12
(unit of measure: Thousand euro) in the period 2012-2018 in Austria.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.254206-1)/ 1.254206=0.202683.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.202683 / (0.246688/1.254206) or 0.202683/ 0.196688 or 1.03048 or 15935767.4014
(unit of measure: Thousand euro) in Austria.

Table 16. The estimated model (11): Portugal, 2012-2018.
R=0.82235 Variance explained: 67.626%

n L\
Estimate 1.350419 -.323554
Std. Err. 380197 511697
t) 3.551896 -.632315
p-level 023758 561521

The total consumption visitor expenditure was increased from 1598984.38 to 3163662.62 (unit
of measure: Thousand euro) in the period 2012-2018 in Portugal.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase toz=(n-1)/n,
or (1.350419-1)/ 1.350419=0.259489.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.259489 / (0.323554/1.350419) or 0.259489/ 0.239595 or 1.083032 or 3426347.85 (unit
of measure: Thousand euro) in Portugal.

Table 17. The estimated model (11): Slovenia, 2012-2018.
R=0.90604 Variance explained: 82.091%

n v
Estimate .385590 .85367
Std. Err. 406368 .50810
t4) 963088 1.68012
p-level .390042 16823

An estimated values of the coefficient 1) (0.385590) describes convergent movement of the total
consumption expenditure made by a visitor in Slovenia in the observed period.
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Figure 5. The total consumption expenditure made by a visitor or on behalf of a visitor for and
during his/her trip and stay at destination (thousand euro): Slovenia, Slovakia, Fin-

land, 2012-2018.
Source : https://ec.europa.cu/eurostat/databrowser/view/tin00194/default/table?lang=en

Table 18. The estimated model (11): Slovakia, 2012-2018.
R=0.60168 Variance explained: 36.202%

n v
Estimate 1.197966 -.202332
Std. Err. 607917 .803485
t4) 1.970607 -251818
p-level 120086 813591

The total consumption visitor expenditure was increased from 1774526.52 to 3096449.72 (unit
of measure: Thousand euro) in the period 2012-2018 in Slovakia.

According to the logistic equation, for 1 <m <2 all solutions monotonically increase to z=(n-1)/n,
or (1.197966-1)/ 1.197966=0.165252.

According to (10.), the value of the total consumption visitor expenditure monotonically in-
creases to 0.165252 / (0.202332/1.197966) or 0.165252/ 0.168896 or 0.978425 or 3029643.8173
(unit of measure: Thousand euro) in Slovakia.

Table 19. The estimated model (11): Finland, 2012-2018.
R=0.47489 Variance explained: 22.552%

n v
Estimate 2.474344 -1.551351
Std. Err. 476461 .501290
t4) 5.193176 -3.094681
p-level 006547 036408

The total consumption visitor expenditure fluctuated between 13091585.35 and 14552001.54
(unit of measure: Thousand euro) in the period 2012-2018 in Finland.

According to the logistic equation, for 2 < 1 < 3 fluctuations converge toz=Mm-1)/mn, or
(2.474344-1)/ 2.474344=0.595852.
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According to (10.), the equilibrium value of the total consumption visitor expenditure was
0.595852/ (1.551351/2.474344) or 0.595852/ 0.626975 or 0.950360 or 13829640.1835 (unit of
measure: Thousand euro) in Finland in the observed period.

5. CONCLUSION

This paper creates the total consumption visitor expenditure growth model. For most choices of
a, B, v, €, and gthere is no explicit solution for the growth model (11). Namely, knowing a, f, v,
¢, and gand measuring e, would not suffice to predict e , for any point in time, as was previously
possible.

A key hypothesis of this work is based on the idea that the coefficient

_ [ Bty
! (ng

plays a crucial role in explaining the local growth stability of the total consumption visitor
expenditure, where , B - the investment rate, g- the government expenditure rate, y — the net
exports rate.

An estimated values of the coefficient ) confirm stable growth of the total consumption expend-
iture made by a visitor in Greece, Spain, Italy, Cyprus, Latvia, Luxembourg, Malta, Nether-
lands, Austria, Portugal and Slovakia in the observed period.

An estimated values of the coefficient | show convergent fluctuation of the total consumption
expenditure made by a visitor in Belgium and Finland in the observed period.

An estimated values of the coefficient n describe convergent movement of the total consump-
tion expenditure made by a visitor in Estonia, Ireland, France, Lithuania, and Slovenia in the
observed period.

In this sense, tourism has the potential to increase the aggregate demand in the euro area.
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SETTLEMENT COMPETITIVENESS IN THE BALATON REGION
— THE POPULATION’S PERCEPTIONS

Hajnalka Fekete — Berzsenyi'

DOI: https://doi.org/10.31410/tmt.2019.31

Abstract: The subjects of this research are the residents of the Balaton Region, those who have a
secondary home, a holiday home and those who work / study there. The aim of the research is to find
out which local competitiveness factors are important to the examined population and to what extent
they are satisfied with their quality. A questionnaire survey was used to answer these questions. In the
course of the research, 27 variables were examined, whose groups of variables are: municipal ser-
vices, economic factors, leisure and tourism factors, demographic factors, settlement characteristics.
During the evaluation of results, the importance and satisfaction scores and their differences for each
settlement factor were examined. From the results, we expect the differences in importance-satisfaction
scores to be greatest in the municipal services variable group. Knowing the differences between im-
portance and satisfaction can help practical decision-makers to direct regional and local development
resources towards the well-being and quality of life of the population in the Balaton Region.

Keywords: Settlement factors, Ranking by Importance, Ranking by Satisfaction.

1. INTRODUCTION

he literature on competitiveness generally measures competitiveness through so-called

“hard” factors that can be found in statistical databases and so they can be quantified such
as income, revenue, incoming taxes, and the production of goods and services. However, com-
petition between settlements is not only about this, but whether or not the inhabitants like living
in the settlement, beside their well-being, their wellness is also important, which belongs to a
“soft” category because it depends on human opinions and so it is more difficult to measure.

The aim of the research is to measure “soft” factors via a questionnaire survey in the Balaton
Region, from the perspectives of local residents, those who have secondary homes, and those
working/studying in the area. The main question of the research is which settlement factors are
important for the population and how satisfied they are with those factors. From the differences
in the importance and satisfaction among individual competitiveness factors of the settlements
we can draw conclusions about which factors should be improved to boost the satisfaction of
those involved in the survey, and so to improve their life quality and well-being.

The theoretical background section summarises the possibilities of measuring territorial com-
petitiveness and in the second chapter of the paper the examined area is presented. This intro-
ductory part ends with the third chapter that presents the methodology of the research. The
following section presents the results of the questionnaire survey. In the fifth chapter, the data
on the areas of the highest importance-satisfaction perceived by the results of the questionnaire
survey are compared with information from statistical databases. Finally, in the last section, the
research findings are summarised and conclusions drawn.

! University of Pannonia, Hungary, 8200 Veszprém, Egyetem u. 10.
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2. THEORETICAL BACKGROUND
2.1. Possibilities for measuring settlement competitiveness

Competitiveness is a flexible and widely applicable concept, interpretable to all basic units
of economy (company, industrial branch, region, nation, macroregion). According to regional
sciences, the competitiveness of regions and towns is more than the productivity of inputs, as it
means economic growth that can be realised with high employment and, as a result, the average
standard of living improves. (Lengyel, 2000, 2016).

There are several models in territorial competitiveness literature, most of which (for example,
competitiveness cylinder, competitiveness tree, pyramid model) use some kind of top indicator
to measure competitiveness. Such top indicators are, for instance, output, GDP, employment,
productivity, or income.

2.2. The competitiveness cylinder

From a variety of approaches to define competitiveness, the Cambridge University research
group highlighted that there are some issues that should be included in the analysis of regional
competitiveness as distinctive features (Martin, 2005). These factors are synthesised by the
four-tiered competitiveness cylinder (see Figure 1). For the purposes of the present research,
regional competitiveness factors located on the rim of the cylinder, and the secondary factors
outside the rim that determine them are the most important.
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—— GDP/employee
Number of employees

REGIONAL OUTPUT
Productivity
|j«—— Cost of workforce
Profitability
Market shares
Local markets
Export markets

|«—— INTERMEDIARY OUTPUT
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Figure 1. The competitiveness cylinder
Source: Author’s edition, based on Lukovics, 2008

2.3. The competitiveness tree

Lukovics (2008) describes very expressively the metaphor of the competitiveness tree created by
the ECORYS research team: “the quality of soil, and efficient functioning of the roots, trunk and
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branches determine the strength of the tree and the quality of the crop. It is a dynamic process, as
the fertility of the soil is partly determined by extent to which the fallen fruit revitalise it.”

» The roots in the soil are the factors of competitiveness, the inputs: talent, innovation,
connection (communication, infrastructure, networks), and entrepreneurship.

* The trunk and the branches are the fundaments of competitiveness: the trunk is the in-
dustrial structure and productivity, the branches stand for outputs, such as employment,
profit, and taxes.

» The fruit itself is competitiveness, such as well-being, social care, environment, health,
place of residence, culture, sustainability.

The competitiveness tree presents the interdependence of factors; the inputs emerging from the
roots show the possible future developments as well. It should be noted that certain categories of
the competitiveness tree (for example, food, and sustainability) are difficult to define and measure.

2.3.1. The measurement of the competitiveness of regions, areas and towns
on the basis of the pyramid model

The best-known competitiveness model in Hungary was developed by Imre Lengyel. The levels
of the renewed pyramid model (Lengyel, 2016):

At the top of the pyramid, there is the aim, which is the improvement of the well-being
and life quality of those living in the region.

* On the level below, the indicators for measuring realised competitiveness take place:
income, labour productivity and employment.

* The realisation of the above issues is determined by various drives (research and tech-
nological development, human capital, physical capital, agglomeration advantages, stra-
tegic control and institutions) — these are economic factors that can serve as a base for
regional economic development programmes.

* The long-term, mainly non-economic factors at the bottom of the pyramid determine
the above levels (economic structure, innovation activity and entrepreneurship, regional
availability and infrastructure, social capital, social structure, decision making centres,
the quality of the environment, regional identity) — these can mainly be influenced by
regional development policies.

2.3.2. Koltai’s studies on the residential opinions about the competitiveness
of Hungarian towns and cities

In several of his works, Koltai sought to answer, through representative questionnaire surveys,
which quality aspects affecting the competitiveness of towns are preferred by the population
when choosing their place of residence. In his research, Koltai (2016) classified competitiveness
factors into four factors by means of factor analysis:

» service factor: health care, education, urban roles;

* living conditions factor: infrastructure, transportation, employment, leisure time, hous-

ing;
* environment factor: living environment, natural conditions;
* human factor: history-traditions, demography.

There are a lot of similarities between the factors used by the individual authors. With regard
to the so-called “soft” factors, Koltai’s competitiveness factors fit best with the objectives of
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the present research. Koltai (2005) states that the methods of analysing the competitiveness of
settlements on a statistical basis are well-complemented by questionnaire surveys, as they are
able to present the underlying socio-economic processes as well.

2.4. Sipos’s competitiveness factors

The greatness of Sipos’s (2002) method lies in its simplicity; in his work on the comparative
analysis of the microregions of Pest County, he worked with the percentage differences from
the average of the values of various selected factors. The analysis was based on the following
factors: business life and enterprises, tourism, unemployment, standards of living, occupational
structure, infrastructure, demography, and availability.

In his analysis on competitiveness, he defined various regional types:
* Primary a region — value high above county average (above 133 %)
* Secondary a region — value above county average (111-133 %)
e of} region — value that corresponds to the county average (91-110 %)
* Secondary B region — below county average (67-90 %)
* Primary [ region — far below county average (below 67 %).

2.5. Literature review

Several authors studied regional competitiveness in the international literature (Bristow, 2005;
Kitson et al., 2004; Budd and Hirmis, 2004), but in view of the present research topic, the
specialties of the studied area — the Balaton Region —, and the relevance of the literature back-
ground reviewed in this paper, the main approaches prevalent in Hungary are presented. Sev-
eral regional competitiveness studies have been published on Hungary (Majerova, 2018; Patay,
2018; Hoffmann, 2018; Liptak, 2019), most of which draw conclusions from statistical databases.
Koltai’s (2005, 2016) approach is the closest to the aims of the present research, whose studies
focused on the examination of how the population evaluated settlement factors. In terms of
satisfaction, Marien (2013) has conducted a similar research in the country examining the rela-
tionship between residential satisfaction and intention to stay.

3. THE AREA STUDIED

The area studied is the Balaton Region, the scope of which is determined by a government
decree. Instead of being a natural spatial unit, it is considered a region from the perspective of
regional development, tourism, and economic development.

According to the situation assessment (2013-2014) of BDC (Balaton Development Council), the
boundary of the area is uncertain in terms of how long inhabitants form some kind of cultural
entity, since the area does not only include waterfront settlements. No. 429/2016. (XII. 15.) Gov-
ernment decree on the definition of touristic regions and priority touristic development regions
lists the settlements belonging to the Balaton Region in detail. According to the government
decree, the region covers 174 settlements, which are located in three counties (Veszprém, Som-
ogy, and Zala). (Gy6rfty, 2017).
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Figure 2. The scope of the Balaton Region
according to the 429/2016. (XII. 15.) Government decree

Source: Balatontipp.hu (2017)

3.1. Special characteristics of the Balaton Region

The settlements of the Balaton Region have several special characteristics. Such is the fact that
the economic and social conditions of the settlements in the region are highly influenced by
their geographical location, their distance from Lake Balaton. There are significant differences
between waterfront and hinterland settlements, and between the northern and southern shores.
The region is not only a recreational area but a number of other settlements are also organically
linked to the region (BDC, 2013-2014).

According to Nemes Nagy (1998, 2016) the spatial organisation and shaping characteristics of
a region can be:

* spatial unit,

* spatial characteristics (landscape-natural homogeneity),

* social-economic characteristics,

* cultural identity or ethnic, linguistic peculiarities in sociology,

* the functions of territorial administration in public administration science.

The landscape-natural homogeneity of the Balaton Region is typical rather to coastal settle-
ments, as well as the similarity of the socio-economic characteristics, mainly due to the tourism
there (BDC, 2013-2014). The Balaton Region, as defined in the government decree, is rather a
scene of solutions for common spatial development, tourism, economic development and envi-
ronmental protection issues, based on shared responsibility and interest, instead of being the
spatial shaping characteristics suggested by Nemes Nagy.
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3.2. Tourism as the most important sector of the Region

Lake Balaton, the largest lake in Central Europe, is one of the most important resources of our
country. After Budapest, it is the second most visited tourist destination in Hungary, and thus a
prominent player in the domestic economic scene. “The key to the development of a given place
is the existence of locally available resources and special capacities” (Marton, 2013), the pres-
ence of which is indisputable in the case of the Balaton Region. Due to the special characteris-
tics of the area, tourism is one of the most significant economic branches in the region, which is
important as the gross added value of the accommodation and hospitality section from 2016 to
2017 (7,4 %) exceeded that of the total national economy (4 %) (CSO, 2017).

In 2017, the Balaton Tourism Region ranks:
* first with 32,5 % of the total number of tourist rooms,
» second with the 14,1 % of foreign guest nights (after Budapest — Central Danube Re-
gion, 61,8 %),
 first with 28,1 % of domestic guest nights,
 and second at national level with 21,3 % of the total number of guest nights (after Buda-
pest — Central Danube Region, 36,7 %).

Based on the number of guest nights in the settlements registered in commercial accommoda-
tion rooms, the settlements in the Balaton Region take a prominent place in the national list:
immediately after Budapest, Héviz is ranked 2™, 5%, 6" and 7" are Siofok, Balatonfiired and
Zalakaros, and 18" is Keszthely (HTA, Hungarian Tourism Agency, 2017). The Balaton region
is a unique and colourful tourist destination that includes all types of destinations according to
Aubert (2011): urban, mountain, coastal, health tourism and rural.

The second busiest tourist regions in Hungary is the Balaton Region, the most significant des-
tination for domestic tourism. The attractiveness and competitiveness of the region as a whole
and its individual settlements have significant economic impacts on the national economy.

4. RESEARCH METHODOLOGY

The aim of the present research is to examine which factors of settlement competitiveness are
considered important by the inhabitants of the Balaton Region and how satisfied they are with
them in their settlements.

In the present research, economic indicators are not analysed together with data from “hard”
databases, but through a questionnaire survey, the population’s perception of certain economic
factors are examined such as the cost of living, job opportunities, real estate prices, and, as
for social factors, human relationships, the existence of community and the friendliness of the
population.

Thus, “hard” categories (such as output, GDP, employment, productivity, and income) are not
observed this time, but it should be noted that the fundament of models that are completed by
these top indicators is built upon factors, the residential examination of which can yield valuable
and interesting results, and their quality may contribute to the well-being experienced by the
population and to the improvement of life quality, for example, infrastructure, environment, the
quality of the place of residence, and of social and health care.
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In the course of the empirical research, a questionnaire was compiled, which was filled in by person-
al questionnaire and electronically. The surveyed population in a settlement of the Balaton region:
* local residents: living and working or studying;
* local residents: living in a settlement in the region but working or studying somewhere
else;
* those who have a secondary home or holiday house;
* those living elsewhere but working or studying in a settlement of the region.

The respondents were asked how important each settlement factor is to them, and how satisfied
they are with each factor in their settlements. During the course of selection of the settlement
factors — the variables of the questionnaire —, factors found in the literature of competitiveness
provided the basis, and they were supplemented and modified taking the specifics of the Balaton
Region into account.

Regarding settlement attractiveness/competitiveness, the respondents rated the following fac-
tors on a five-point Likert-type scale, in terms of importance (1=not at all important, 5=very

important) and satisfaction (1=very dissatisfied, 5=very satisfied):

Table 1. Questionnaire variables

Settlement services:
* Accessibility
» Infrastructure (e.g.: gas, water, sewerage, road conditions, street lighting)
» Local public transport
» Parking facilities
» Presence of a sidewalk
» Existence of a bicycle path
» Provision of public institutions
* Health care, health services
* Quality of public safety
* Educational institutions
» Conditions of living environment (e.g.: green areas, cleanliness, tidiness)
» Calmness
Economic factors:
» Job opportunities
» Shopping facilities
* Costs of living
» Favourable real estate prices
» Continuous improvements in the settlement
Demographic factors:
» Age and ethnic composition of the population
* Human (family, friends) relationships, community
» Friendliness of the population
Factors related to leisure and tourism:
» Recreational facilities (wellness, amateur sports)
» Entertainment opportunities, night life
» Offered cultural programmes
* Number and quality of sights
» The quality of restaurants and hospitality
» Beaches
Settlement characteristics:
» Natural conditions of the settlement
» History and traditions of the settlement

Source: author’s edition
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As Lengyel (2003) points out the importance of regional specialisation, during the course of res-
idential assessment of settlement factors, the undeniable fact was taken into considerations that
the Balaton region — although including not only the coastal areas — is a highly tourism-specific
region, thus related factors that are relevant to the quality of life of those who live there were
also included in the questionnaire. (See above: factors related to leisure and tourism.)

In the reliability analysis of the internal consistency of the questionnaire, Cronbach’s alpha was
used, the most frequently applied internal consistency measuring index. The index expresses
how consistent the statements in the scale are with the measured concept, with a minimum val-
ue of 0.6. (Sajtos - Mitev, 2007) In our questionnaire the Cronbach’s alpha is 0.871, so we can
say that the questionnaire is consistent, the scale measures correctly.

4.1. The question of measuring scales

The measurement level of variables in the questionnaire determines the applicable analytical
methods (Molnar — Barna, 2004). Several publications have been published in literature re-
garding the evaluation of Likert-scale responses (Sajtos-Mitev, 2007, Zerényi, 2016, Parker et
al., 2002, Chimi and Russell, 2009, Brown, 2011, Kehl, 2012). In the present study, it would be
really illustrative and well-presented if we ranked the settlement factors using the average of
given scores. Due to the doubts in literature, for the evaluation of questionnaires, in terms of
applicable analytical methods, the strictest scale, the nominal scale, was assumed. Accordingly,
the average score for each factor was not used, but their total score.

5. RESULTS OF THE QUESTIONNAIRE SURVEY

The questionnaire survey was conducted via personally in a paper-based form and with the help of
the Internet. The sample collection took place in 2018, lasting for 5 months. The sample analysis was
done in 2019. As a result of the questionnaire survey, 776 respondents’ answers have been analysed.

5.1. Ranking of the settlement factors by importance

Not surprisingly, in terms of importance, public safety comes first, followed by the infrastruc-
tural conditions of the settlement, but the quality of the conditions of the living environment,
calmness, accessibility and health services also take prominent places. Each of the first six fac-
tors belong to the settlement services variable group. Settlement development policy can affect
their improvement. When considering the need for developments and improvements, it is worth
taking into account how satisfied those in concern are with them. (See: next section.)

It is an interesting result that in a region with outstanding tourism, the entertainment and night-
life factor takes the last place. If tourists were asked instead of local residents and workers and
those with secondary homes, there would certainly be different results in this regard. This may
also raise the issue of conflict between local residents and tourists. It seems that the perception of
this factor can also be related to the quality of public safety, which is the number one priority for
respondents in terms of importance. Here, it should be pointed out that, in terms of importance
and satisfaction, the calmness factor, which can be oppositely associated to night life, takes the
prominent 3 and 4" places. As for the entertainment opportunities and night life factor, it is also
interesting that it is in the penultimate position, so the respondents are not at all concerned with
this factor, but at the same time, they are not satisfied with the available opportunities.
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Table 2. Ranking of the settlement factors by importance

Settlement factors Total given score
L. Quality of public safety 3662
2. Infrastructure (gas, water, sewerage, road conditions, street lighting) 3575
3. Conditions of living environment (e.g.: green areas, cleanliness, tidiness) 3563
4. Calmness 3553
5. Accessibility 3508
6. Health care, health services 3479
7. Costs of living 3432
8. Natural conditions of the settlement 3374
0. Human (family, friends) relationships, existence of community 3330
10.  Friendliness of the population 3327
11.  Continuous improvements in the settlement 3325
12.  Recreational facilities (wellness, amateur sports) 3283
13.  Presence of a sidewalk 3282
14.  Shopping facilities 3259
15.  Provision of public administration 3236
16.  Job opportunities 3227
17. Quality of restaurants and hospitality 3199
18.  Educational institutions 3183
19.  Number and quality of sights 3113
20. Favourable real estate prices 3110
21.  Offer of cultural programmes 3086
22.  Parking facilities 3054
23.  Existence of a bicycle path 3016
24.  History and traditions of the settlement 2926
25.  Local transport 2 839
26.  Age and ethnic composition of the population 2 821
27.  Entertainment opportunities, night life 2 765

Source: Author’s edition

5.2. Ranking of settlement factors by satisfaction

If you look at the table of satisfaction data for settlement factors, there are several factors among
the last that can influence not only the quality of life of the population but also the tourism to
the region. These include entertainment opportunities and nightlife at the penultimate place (al-
though this factor, as mentioned above, is not determining in terms of importance), or shopping
facilities, parking facilities, and last but not least, health services. From the satisfaction ranking
of all settlement factors, it should be highlighted the scope of settlement services, as the first six
factors of importance belong to the scope of settlement services.

With the exception of the calmness and accessibility variables, all variables are significantly
lower ranked by satisfaction than by importance. Out of the settlement services variables, health
services, infrastructure, the conditions of living environment and the quality of public safety
are the most important factors which can be influenced by development decisions, out of them,
due to the large difference, health services and infrastructure need to be highlighted.

In the ranking of satisfaction, belonging to the settlement condition variable group, the natural
conditions and the history and traditions of the settlement factors are in the first place (see Table
3), ahead of settlement services that comes first in order of importance. It should be noted that
these factors do not take prominent places in terms of importance, especially history and tradi-
tions that are among the last. In terms of satisfaction, it is not surprising that in the case of a region
with such a beautiful natural environment, the natural conditions are in the first place.
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Table 3. Ranking of settlement factors by satisfaction

Settlement factors Total given score
1. Natural conditions of the settlement 3368
2. History and traditions of the settlement 3300
3. Calmness 3232
4. Accessibility 3192
5. Quality of public safety 3183
6. Human (family, friends) relationships, community 3153
7. Educational institutions 3 150
8. Provision of public administration 3099
0. Age and ethnic composition of the population 3097
10.  Friendliness of the population 3017
11.  Conditions of living environment (e.g.: green areas, cleanliness, tidiness) 3012
12. Number and quality of sights 2 898
13.  Local transport 2883
14.  Quality of restaurants and hospitality 2877
15.  Infrastructure (gas, water, sewerage, road conditions, street lighting) 2 856
16.  Job opportunities 2 837
17.  Existence of a bicycle path 2822
18.  Offer of cultural programmes 2 816
19.  Recreational facilities (wellness, amateur sports) 2807
20.  Costs of living 2786
21.  Continuous improvements in the settlement 2786
22.  Presence of a sidewalk 2769
23.  Health care, health services 2 741
24.  Parking facilities 2 697
25.  Shopping facilities 2 660
26.  Entertainment opportunities, night life 2627
27.  Favourable real estate prices 2 621
Source: author’s edition
Table 4. Ranking of settlement services variable group by importance and satisfaction

Bankmg by Variables of settlement services Ral.lkmg. by

importance satisfaction
1. Quality of public safety 5.
2. Infrastructure (gas, water, sewerage, road conditions, street lighting) 15.
3. Conditions of living environment (e.g.: green areas, cleanliness, tidiness) 11.
4. Calmness 3.
5. Accessibility 4.
6. Health care, health services 23.

Source: author’s edition
Table 5. Factors related to leisure and tourism in terms of importance and satisfaction

Bankmg by Factors related to leisure and tourism Ral.lkmg. by

importance satisfaction
12. Recreational facilities 19.
17. Quality of restaurants and hospitality 14.
19. Number and quality of sights 12.
21. Offer of cultural programmes 18.
27. Entertainment, night life 26.

Source: author’s edition

Overall, factors related to leisure and tourism were similarly ranked by satisfaction as by im-
portance. At the same time, the importance and satisfaction differences in the variable group
are noteworthy. Recreational facilities, where the opportunities for wellness and amateur sports
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were ranked, were seven places lower in the satisfaction ranking, which is an interesting result
due to the tourism orientation of the Balaton region.

All factors related to economy are higher ranked by importance than by satisfaction. Among
them, shopping facilities and real estate prices are outstanding that come last in order of satis-
faction. The provision of shopping facilities is an important issue not only to the population but
also to tourism, which draws attention to local development issues.

In terms of satisfaction, real estate prices come last in the ranking. Here, it should be noted
that the Balaton Region is one of the most expensive areas in Hungary, after the capital, and
the growth rate of real estate prices in Veszprém and Somogy Counties is above the national
average. Among the settlements in the resort area, real estates in Sidfok and Balatonfiired are
the most sought after and the most expensive.

5.3. Sequence differences of importance and satisfaction factors
If we examine the place of a settlement in terms of importance and satisfaction — significant
differences can be found. First, those that have been ranked significantly higher by importance

than by satisfaction are highlighted below:

Table 6.. Variables with the highest negative importance-satisfaction ranking difference

Settlement factors Ranking by importance | Ranking by satisfaction
Health care, health services 6. 23.
Infrastructure 2. 15.
Costs of living 7. 20.
Shopping facilities 14. 25.
Continuous improvements in the settlement 11. 25.
Presence of a sidewalk 13. 22.
Conditions of living environment 3. 11.
Recreational facilities 12. 19.
Favourable real estate prices 20. 27.

Source: author’s edition

Fortunately, however, there were not only negative differences in ranking, but there were several
factors that were ranked much higher in terms of satisfaction than in terms of importance.

Table 7. Variables with the highest positive importance-satisfaction ranking difference

Settlement services Ranking by importance | Ranking by satisfaction
History and tradition of the settlement 24. 2.
Age and ethnic composition of the settlement 26. 9.
Local transport 25. 13.
Educational institutions 18. 7.
Provision of public administration 15. 8.
Natural conditions 8. 1.
Existence of a bicycle path 23. 17.
Offer of cultural programmes 21. 18.
Quality of restaurants and hospitality 17. 14.

Source: author’s edition
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If we look at the table, you can see that positive differences in ranking are, unfortunately, lower
ranked in terms of importance. It is interesting to notice that local transport moved from the
25" place to the 13'™. It is also notable that educational institutions at the 18" place in terms of
importance are ranked 7" in terms of satisfaction.

6. HEALTH CARE AND INFRASTRUCTURE

As a result of the population questionnaire survey, health care and infrastructure were the two
factors with the largest difference in importance and satisfaction, so it seems these must be fur-
ther analysed. In the following, some relevant indicators will be analysed that are available in
the Hungarian Central Statistical Office’s (HCSO) databases.

6.1. Health care, health services

Table 8 shows that the number of patients per General Practitioner (GP) is 2.8 % higher in the
Balaton Region that the national average, (however, one resident appears 4.8 % less times in
GP practice). The HCSO database contains indicators for permanent residents, but there is no
information about the number of temporary residents and holiday home owners. In the field
of general practitioners, development is recommended in the light of these results, as only the
ratio of permanent residents is higher than the national average, moreover, the large number of
holiday home owners and also tourists may need greater or lesser medical care, which would
further increase the workload on GPs.

The situation is better in the case of working hospital beds, the number of residents per hospital
bed is lower than the national average (9.9 %), but the number of actual nursing days per capita
(15.9 %) is higher than the national average.

The number of residents per pharmacy is also lower than the national average (by 15.9 %). Al-
though demand for the latter is particularly important for the evaluation of results, as holiday

home owners and tourists may also demand the services of pharmacies.

Table 8. Some factors related to health care in the Balaton Region and Hungary

Balaton Population per item
Factor related to health care . Hungary Balaton
Region . Hungary
Region
o 1 630 1 585
Number of GPs and home pediatricians (person) 205 6219 resident/doctor
Number of working hospital beds (pcs) 2550 68 301 13l | 144
umber of working hospital beds (pcs resident/bed
. . 2832 | 3281
J’_
Pharmacies + branch pharmacies (pcs) 118 3004 resident/pharmacy
Total number of attendances in GP and Pediatric Care 2182279 | 67 442 846 6,53 | . 6,84
(cases) case/resident
Actual number of nursing days in hospital (days) 755233 18 677 364 2,26 | 1,90
ctual number of nursing days in hospital (days day/residence

Source: HCSO (figures for 2016), author’s edition
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6.2. Infrastructure

According to the results of the questionnaire, the second largest difference between importance
and satisfaction was with the infrastructure variable. The questionnaire included factors such as
gas, water, sewerage, road conditions and street lighting. In connection with these, on the basis
of HCSO data, comparisons on the Balaton Region and the averages of Hungary were made.
The results show that the Balaton Region is slightly better equipped with public utility networks
than the country as a whole (drinking water pipeline, sewerage network, electricity distribution
network, gas pipeline network per 1 km?).

For the public utility supply of homes, the proportion of homes connected to the public water
supply is slightly lower than the national average, presumably due to the greater presence of
residential properties in the region, such as vineyards or out-of-town weekend homes, where
water supply may not be available.

In terms of roads and spaces, indicators of public spaces, green areas, playgrounds, outdoor
gyms, resting places, and bicycle paths are slightly better than nationally. In relation to roads
and spaces, two factors should be highlighted in the region that are weaker than the national
average: the length of municipal road network and public spaces and state roads per 1 km?,
and the length of municipally built sidewalk per 1 km?. This “hard” factor is also confirmed
by the results of the questionnaire survey, as out of the 27 questioned factors, the presence of a
sidewalk is at the 7" place in the ranking of the negative differences of importance-satisfaction.

Table 9. Some factors related to infrastructure

Roads, spaces Balaton Region Hungary

Regularly cleaned public areas as % of total areas 0,13 0,10
Total green areas as % of total areas 0,08 0,07
Number of playgrounds, outdoor gyms, resting places per 1 km?2 0,12 0,10

Length of built municipal roads and public spaces and state roads

per 1 km? (km)

Length of municipally built bicycle paths, common footpaths and
. 5 0,05 0,03

bicycle paths per 1 km? (km)

Length of municipally built sidewalk per 1 km? (km) 0,33 0,47

Source: HCSO, 2016, author’s edition

0,74 0,84

When it comes to data from statistical databases, both for infrastructure and health care factors,
it should be noted that these are quantitative indicators, not qualitative, for instance the length
of roads given in kilometres does not express the quality felt by the population.

7. CONCLUSION

The presented study assessed the importance of individual settlement factors for residents, em-
ployees and students, and those with secondary homes in the Balaton Region, when considering
their settlements — and how satisfied they are with these factors.

During the research, the individual settlement factors were ranked in terms of perceived im-

portance of the surveyed population, as well as in terms of satisfaction, based on the rankings
achieved and the total score.
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Important conclusions can be drawn from the differences between importance and satisfaction
as perceived by the respondents, as they reveal the factors that are considered important by
the population in connection with a settlement, and how satisfied they are with the individual
factors. The factors that are considered important, but their level is not satisfactory, may have
an awareness-raising effect on regional, county- and settlement-level decision making and the
distribution of development resources in terms of in which areas their inflow would increase the
satisfaction of the population, and the development of which areas is expected to improve the
quality of living and well-being.

Based on the results of the questionnaire survey, among the factors with the largest difference
in the importance-satisfaction ranking, which may be influenced by regional or settlement-level
decisions are: health care, infrastructure, shopping facilities, continuous improvements in the
settlement, presence of a sidewalk, conditions of the living environment.

In terms of the two key areas, health care and infrastructure, the “hard” data from HCSO also
confirmed the results of the questionnaire survey. As far as health care is concerned, GP, in
terms of infrastructure, primarily the length of built pavement, and after that the length of pub-
lic roads were the weakest points.

When making settlement development decisions, these factors are suggested to be treated with
priority in order to increase the well-being of the population.

In the course of the questionnaire survey, based on the importance-satisfaction rankings, the
factors that the population felt strong are: history and traditions of a settlement, educational
institutions, number and quality of sights, natural conditions of the settlement, existence of a
bicycle path, offer of cultural programmes.

These implications can be the focus areas of regional and settlement-level marketing.
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Abstract: The tourism sector in Vojvodina includes 220 hotels registered in AP Vojvodina in 45 mu-
nicipalities and their performances have a significant role for development of tourism in this Province.
The most hotels are concentrated in Novi Sad and Subotica, where hotels in these cities consist 40%
of total hotels in AP Vojvodina. The aim of this chapter is to analyze the profitability of hotels in AP
Vojvodina in terms of modelling impact of internal factors. The chapter includes multivariate analysis
of variance, as well as regression models which enable identifying profitability level of hotels and how
liquidity, debt, financial stability, size and sale growth affect the profitability.

Keywords: profitability, internal factors, hotels, AP Vojvodina.

1. INTRODUCTION

he tourism sector represents a significant potential of any national economy where increas-
ing growth in tourism revenue has an important role in achieving macroeconomic goals and
social welfare (Milenkovi¢, Andrasi¢, & Kalas, 2017).

Tourism industry in Serbia and countries in the region such as Hungary, Croatia, Slovenia and Ro-
mania manifest great interest in business tourism development. Namely, these countries continuous-
ly put new facilities on the market and compete in attracting international business events. According
to Tourism Development Strategy which aims to achieve the increased competitiveness of Serbian
tourism and identifies Vojvodina, Western Serbia and Easter Serbia as four major tourism clusters
(Masi¢, 2013). The Vojvodina Province represents an attractive location for holding business events
and has a long tradition of organizing congresses and fairs (Dragicevi¢, Jovici¢, Blesi¢, Stankov, &
Boskovi¢, 2012). Tourism in AP Vojvodina went through very different periods. After expansion be-
tween 1960 and the mid-1980s, there was a decline in tourists number and overnight in 1990 due to
political and economic conditions. Since 2000, the number of tourists and overnight has increased,
mostly by foreign tourists. According to the strategy of development program of the AP Vojvodina
2014-2020, as a result of Serbia openness to Europe, percentage of foreign tourists in total number of
tourists visiting Serbia is increasing. Also, due to economic globalization, the rise in the number of
foreign tourists has led to positive changes in the Serbia’s economy, including the increased demand
for Serbian hotels and the number of foreign hotel customers (Al¢akovi¢, Pavlovié¢, & Popesku, 2017).

The main reasons of expanding investment in the hotel industry are: a) the number of trained
employees have increased, b) old hotels have been upgraded to higher standards, c) Serbia is
becoming an attractive destination for the arrival of new hotel chains, d) increasing trend of

! Faculty of Economics in Subotica, University of Novi Sad, Segedinski put 9-11, 24000, Subotica, Serbia
2 Faculty of Economics in Subotica, University of Novi Sad, Segedinski put 9-11, 24000, Subotica, Serbia
3 Faculty of Economics in Subotica, University of Novi Sad, Segedinski put 9-11, 24000, Subotica, Serbia
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tourism development in the country, e) low tax rates for investors and f) state support for joint
ventures (Pavlovi¢, Lazi¢, & Cvijanovi¢, 2014). Poldrugovac et al. (2016) emphasize that hotels
are in constant struggle to maximize their potential and finding new ways to achieve this. It
means that hotel companies will have to adapt to a number of changes in order to produce and
offer appropriate products (Redzi¢, 2018). One of the most important goals for every company,
as well as, hotel is maximizing profit and controlling expense level. Analyzing profitability
indicators, managers can understand whether and how a hotel generate profit, or what is their
earning power (Luo, Yang, & Law, 2014). Beside profitability, economic viability is part of the
sustainable development strategy of many hotels (Kapiki, Mu, & Fu, 2014), where hotel must
use sustainable development principles to grow revenues and save on costs (Houdré, 2008).
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Figure 1. Hotel concentration in AP Vojvodina
Source: Authors’ research

Based on Figure 1 we can notice that hotels are concentrated in several municipalities in AP
Vojvodina. The highest concentration is in Novi Sad where fifty-six hotels are registered and
Subotica with thirty-two hotels. It means that 40% hotels are concentrated in these cities, while
other municipalities have ten or less hotel in the territory of AP Vojvodina.

The structure of this chapter is as follows. After the introduction, there is a literature review
where theoretical background enables basis for model creation and definition. The third chapter
includes methodology that determines variables and econometric procedures for adequately
designed regression models. The fourth chapter analyses hotel profitability in terms of trend in
total assets, total capital, return on assets, return on capital, total revenues, total expenses and
net result. The next chapter estimates the impact of internal factors on hotels profitability in AP
Vojvodina for the period 2014-2018.

2. LITERATURE REVIEW

Dimitri¢ et al. (2018) argue that hotel industry as well as tourism are among the most complex
economic activities with a number of determinants on supply and demand sides. First, there are
external determinants which include global economic trends, development in the financial sector
and climate changes and cultural aspects. Second, internal determinants are those that are in-
fluenced by company and depend on the activities and quality of management as well as organ-
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ization structure quality and human potential of the company. Accordingly, the dynamics of the
global tourism environment is affected by external factors such as globalisation, new technology,
modernisation in transport and communications systems, as well as internal factors such as
new tourist demands and more flexible management (Ramoén Rodriguez, 2002). Many empirical
research includes the most important determinants such as company size, debt level, productiv-
ity, liquidity, solvency, profitability, investments etc. (Skufli¢ & Mlinari¢, 2015). Also, there are
empirical studies that have researched how lagged profitability and hotel size affects its profita-
bility (G. Agiomirgianakis & Magoutas, 2012; Ben Aissa & Goaied, 2016; Claver-Cortés, Moli-
na-Azorin, & Pereira-Moliner, 2007; Dimitri¢, Tomas Zikovié, & Arbula Blecich, 2019; Nunes,
Serrasqueiro, & Sequeira, 2009; Schmidt, 2014; Stierwald, 2010; Tan, 2017). Empirical analysis
of Agiomirgianakis et al. (2013) found that size and leverage have positive and significant impact
on profitability of firms in the tourism sector. Further, Zeglat (2008) finds that profitability of ho-
tel sector in UK is positively influenced by sales growth. Ben Aissa and Goaied (2016) identified
that hotel profitability is negatively influenced by hotel size and indebtedness level.

3. METHODOLOGY AND DATA
For the purpose of research, empirical study analyzed a sample of hotels registered in AP Vo-
jvodina for the period 2014-2018. The empirical research included 478 observations and authors

collected and used data from financial statements of hotels based on Scoring.

Table 1. Review of explanatory variables

Variables | Symbol | Calculation

Dependent variable

Return on assets ROA

Return on equity ROE

Independent variables

Current liquidity CL Current assets/Short-term liabilities
Debt DBT

Financial stability FS

Size SZ Natural logarithm of the total assets
Sale growth SGR

Earnings before income and tax EBIT Operating revenues — Operating expenses
Lagged profitability LAGROA

Lagged profitability LAGROE

Source: Authors’ illustration

4. PROFITABILITY ANALYSIS OF HOTELS IN AP VOJVODINA

The first part of research is based on descriptive analysis of key indicators of hotel profitability
such as return on assets (ROA) and return on equity (ROE). Descriptive analysis will be con-
ducted through tabular and graphical views for period from 2014 to 2018. After that, potential
correlation character and intensity between hotel performance indicators will be measured and
evaluated. The third part includes multivariate analysis variance test in order to identify are
there significant differences in profitability level of hotels in AP Vojvodina for the period 2014-
2018. Finally, there are multiple regression models to determine the effects of internal factors on
profitability of analyzed hotels. The analysis includes internal factors such as current liquidity,
debt, financial stability, hotel size, sale growth, earnings before interest and taxes and lagged
profitability of analyzed hotels in AP Vojvodina.
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Figure 2. Total assets of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring
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Figure 3. Total assets per employee of hotels in AP Vojvodina
Source: Authors calculation based on Scoring

Analyzing the movement of total assets for the period 2014-2018, we can see that hotels had
average value of 15.978.000 RSD. In the last two years, hotels had total assets above average
value, where maximum value 18.367.000 RSD is identified in 2018. On the other hand, hotels
recorded total assets value below average level in 2014 and 2016. The trend shows that total
assets increased for 5.158.0000 RSD from 2014 to the end of the period.

After analyzing total assets of hotels in AP Vojvodina, figure 2 shows total assets per employ-
ee from 2014 to 2018. Namely, average total assets of hotels are 17.969 RSD where maximum
value of 31.007 RSD identified in 2015. Also, hotels had the smallest total assets per employee
in 2014 which is according to trend with movement of total assets and number of employees in
the hotel industry.

Figure 4 manifests trend of total capital of hotels in AP Vojvodina from 2014 to 2018. Results
showed that average total capital is 7.727.000 RSD where hotels recorded maximum value in
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2015 and 2017. Further, the level of total capital increased for 520.000 RSD in the observed pe-
riod, although in the last year total capital decreased by 1.609.000 RSD.

Analyzing total capital per employee of hotels in AP Vojvodina for the period 2014-2018, we
can notice a decreasingly trend in last two years. The average total capital per employee is 8753
RSD, where maximum value is recorded in 2015 (15238 RSD), where hotels achieved below
average value in 2014, 2016, 2017 and 2018.
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Figure 4. Total capital of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring
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Figure 5. Total capital per employee of hotels in AP Vojvodina
Source: Authors calculation based on Scoring

Figure 6 manifests that hotels in AP Vojvodina are profitable in the observed period measured
by return on assets. The average value of ROA is 32.56% for the period 2014-2018. Specifically,
this indicator is increasing until 2016 when it reaches a maximum value of 66.97% and after that
there is a decrease in value of profitability and ROA is 18.12% in 2018.
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Figure 6. Return on assets of hotels in AP Vojvodina
Source: Authors calculation based on Scoring
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Figure 7. Return on equity of hotels in AP Vojvodina
Source: Authors calculation based on Scoring

Based on profitability trend from figure 7, we can notice that average value of ROE is extremely
high at 65.79%. In addition, the high average value of ROE can be associated with 2016 where a
maximum value of this indicator was 128.16%. In last two years, the hotels achieved profitability
below average level, but it is still higher than profitability at the beginning of the period. In order
to identify trend of hotels profitability in AP Vojvodina for the observed period, it is necessary
to analyze profitability indicators ROA and ROE through their relative change in a given period.

Dynamic changes in profitability indicators have manifested that change in ROE is more sig-
nificant than a change in ROA. Namely, profitability indicator expressed through the ratio of
net income to average assets for each year increased by 6.76%, while second indicator which
includes the ratio of net income and average capital increased by 23.42%.

We can notice that ROE has almost four times increased compare to ROA of analyzed hotels in
AP Vojvodina.
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Figure 8. Dynamic changes in ROA and ROE of hotels in AP Vojvodina

Source: Authors calculation based on Scoring
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Figure 9. Total revenues of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring

Figure 9 shows movement of total revenues of hotels in AP Vojvodina and the average level was
7.631.000 RSD from 2014 to 2018. In the first three years, total revenues are below the average
value, while in 2017 and 2018 hotels recorded revenues level above average value. It is neces-
sary to add expense movement and compare with revenue trends how we determine is current
revenues levels enough for operating activities of observed hotels.

The average value of hotel expenses is 8.649.000 RSD for the period 2014-2018. Total expenses
had an upward trend with stagnation periods. However, expense growth is slower than revenues
growth which is positive for hotel profitability. In the first three years, total expenses are below
average level with a growth slightly stagnant between 2015 and 2016.

In the last two tears, total expenses have increased above average level of observed period from
2014 to 2018.
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Figure 10. Total expenses of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring
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Figure 11. Dynamic changes in total revenues and total expenses of hotels in AP Vojvodina
Source: Authors calculation based on Scoring

Figure 11 shows comparative dynamic changes in total revenues and total expenses of hotels
in AP Vojvodina from 2014 to 2018. Empirical analysis reflected that total revenues increased
by 218.18%, while total expenses grew by far less intensity and their growth was 123.47% for
the observed period. It can be concluded that total revenues have almost doubled in relation to
total expenses of analyzed hotels in AP Vojvodina and this fact can confirm that these hotels are
profitable for the period 2014-2018.

Next figure shows movement of EBIT of hotels in AP Vojvodina and hotel industry achieved av-
erage EBIT of 1.239.000 RSD from 2014 to 2018. Based on presented figure, it can be concluded
that hotels are not profitable at the beginning and end of analyzed period. This means that ho-
tels are not able to cover current operating expenses from current operating income. Also, the
hotels are profitable in 2015, 2016 and 2017 and this indicates that profitability is achieved by
investment and financing activities and not from operating activities, since hotels did not report
losses in those periods.
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Figure 12. EBIT of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring
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Figure 13. Net result of hotels in AP Vojvodina (000 RSD)
Source: Authors calculation based on Scoring

Figure 13 shows net result of hotels in AP Vojvodina from 2014 to 2018 where average level is
5.130.000 RSD. Bearing in mind that average net result is higher than average EBIT, it can be
concluded that high profitability level in the hotel industry is largely achieved by activities of
investing and financing. Until 2016 net result increased when the hotels achieved the maximum
value of 9.666.000 RSD and after that net result decreased until end of the observed period.

The average value of net result per employee of analyzed hotels is 6.121 RSD. We can notice that
in 2015 there was a sharp increase in net result per employee which is a result of the decrease
in number of employees in hotels operating in the territory of AP Vojvodina. Observing from
2015 until the end of analyzed period, a lower net result per employee can be explained by their
smaller productivity in the hotel industry.
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Figure 14. Net result per employee of hotels in AP Vojvodina
Source: Authors calculation based on Scoring

5. EMPIRICAL RESULTS

This chapter includes descriptive analysis of key indicators of hotel business in AP Vojvodina.
After that, potential correlation character and intensity between hotel performance indicators
will be measured and evaluated. The third part includes multivariate analysis variance test in
order to identify are there significant differences in profitability level of hotels in AP Vojvodina
for the period 2014-2018. Finally, there are multiple regression models to determine the effects
of internal factors on profitability of analyzed hotels. The analysis includes internal factors such
as current liquidity, debt, financial stability, hotel size, sale growth, earnings before interest and
taxes and lagged profitability of analyzed hotels in AP Vojvodina.

Table 2. Descriptive statistics

Variable Number of obs. Mean value Stal.ldz.‘rd Minimum value Maximum
deviation value
ROA 478 -0.5596772 6.277963 -128.6667 5.914
ROE 478 -1.421668 38.47663 -793 105.72
CL 478 19.51837 179.3555 0 2521.74
DBT 478 7.166871 85.01804 0 1792
FS 478 2.18159 13.63284 0 217.81
SIZE 478 1.636839 0.8478075 0 2.97359
SGR 478 3.521846 25.11343 -1 324.6721
EBIT 478 11.77819 90.68455 -528.653 741.4549

Source: Authors calculation

Table 2 presents descriptive analysis of hotels in AP Vojvodina in terms of mean value, standard
deviation, minimum and maximum value. Based on 478 observations, the results showed posi-
tive mean values for all indicators except profitability. Also, current liquidity had the maximum
value while earnings per interest and taxes was the lowest. At the same time, current liquidity
has the largest standard deviation compared to other variables while on the other hand, variable
size had the smallest standard deviation.
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Table 3. Correlation matrix

Correlation CL DBT FS ROA | ROE | SIZE | SGR | EBIT
Pearson 20.008 | 0.034 | 0009 | 0004 | 0071 | -0.015 | 0.005
CL Correlation 1
Sig. (2-tailed) 0.868 | 0458 | 0836 | 0930 | 0122 | 0745 | 0916
N 478 478 478 478 478 478 478 478
Pearson ) s ) s
DET | Comsiation -0.008 X 20012 [-0.248**| 0002 | -0021 | -0.009 |-0.142
Sig. (2-tailed) | 0.868 0785 | 0.000 | 0973 | 0.643 | 0838 | 0.002
N 478 473 473 473 478 478 478 478
Pearson 0.034 | -0.012 0015 | 0.003 | 0083 | -0.019 | 0.008
S Correlation 1
Sig. (2-tailed) | 0458 | 0.785 0737 | 0955 | 0.068 | 0681 | 0859
N 478 478 478 478 478 478 478 478
Pearson. 0.009 |-0.248**| 0.015 20.026 [-0.027+*| 0.002 | 0.007
ROA Correlation 1
Sig. (2-tailed) | 0.836 | 0.000 | 0.737 0577 | 0008 | 0962 | 0879
N 478 478 473 473 478 478 478 478
Pearson 0004 | 0002 | 0003 | 0026 20.057%%| 0.007 | 0.141%*
ROE Correlation 1
Sig. (2-tailed) | 0930 | 0973 | 0955 | 0.577 0217 | 0877 | 0.002
N 478 478 478 478 478 478 478 478
Pearson. 0.071 | -0.021 | 0.083 |[-0.027%*]|-0.057%* 0023 | -0.082
SIZE Correlation 1
Sig. (2-tailed) | 0.122 | 0.643 | 0.068 | 0.009 | 0.008 0619 | 0.072
N 478 473 473 473 478 478 478 478
Pearson 0015 | -0.009 | -0.019 | 0.002 | 0.007 | 0.023 -0.044
SGR Correlation 1
Sig. (2-tailed) | 0745 | 0.838 | 0.681 | 0962 | 0.877 | 0619 0.342
N 478 478 478 478 478 478 478 478
Pearson 0.005 [-0.142%*| 0008 | 0.007 | 0.141%* | -0.082 | -0.044
EBIT Correlation 1
Sig. (2-tailed) | 0916 | 0.002 | 0.859 | 0.879 | 0002 | 0072 | 0342
N 478 478 478 478 478 478 478 478

**_ Correlation is significant at the 0.01 level (2-tailed).
Source: Authors calculation

Table 3. shows correlation matrix between profitability indicators and internal factors of hotel
business in AP Vojvodina from 2014 to 2018. Analyzing correlation intensity, we can notice
positive correlation between ROA and CL, but not significant. On the other hand, the research
showed significant and negative correlation between ROA and SIZE. Also, correlation analysis
determined positive correlation between ROE and EBIT and simultaneously negative correla-
tion between ROE and SIZE. Results have shown that hotel size is negatively related to profita-
bility which implies that higher hotels recorded a lower profitability level and inversely.

Table 4. Multivariate analysis results — profitability level by year

Effect Value F Hyp(()itfhesm Error df Sig.
Pillai’s Trace 0.010 2313 2.000 472.000 0.000
Period Wilks’ Lambda 0.990 2313 2.000 472.000 0.000
Hoteling’s Trace 0.010 2313 2.000 472.000 0.000
Roy’s Largest Root 0.010 2313 2.000 472.000 0.000

Source: Authors calculation
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Considering that obtained value of Pillai’s Trace 0.000 is lower than 0.05, it can be concluded
that there is a significant difference in the profitability level of hotels in AP Vojvodina for every
year measured by ROA and ROE.

Table 5. Multivariate analysis results — profitability level by hotel

Effect Value F Hyp(()itfhes1s Error df Sig.
Pillai’s Trace 0.011 1.908 2.000 351.000 0.006
Period Wilks’ Lambda 0.989 1.908 2.000 351.000 0.006
erio
Hoteling’s Trace 0.011 1.908 2.000 351.000 0.006
Roy’s Largest Root 0.011 1.908 2.000 351.000 0.006

Source: Authors calculation

Further, there is a significant difference in the profitability between analyzed hotels measured
by ROA and ROE for the period 2014-2018 because value of Pillai’s Trace is lower than refer-
ence value of 0.05.

Table 6. Test of between-subject effects for profitability

Type III Sum

Source Profitability df F Sig.
of Squares

Period ROA 160.898 1 4,100 0.043

ROE 180513.570 1 0.623 0.134

Source: Authors calculation

Based on Table 6 results we can notice that obtained significance result for ROA is less than 0.05
which implies there is a significant difference in this indicator realized by observed hotels in AP
Vojvodina. On the other hand, there is no significant difference in the profitability level in terms
of ROE, because obtained significance result is higher than 0.05.

The authors created models of profitability in two steps:
ROA,=B,*+B,CL,+B,DBT +B,FS+B,SZ, + BSGR, + B,EBIT, + B.LAGROA, ...e, (1)
ROE =p,+p,CLA+B,DBT+p,FS+p,SZ,+ p;SGR, + B,EBIT, + B,LAGROE, + ...e, )
where are ROA — return on assets; ROE — return on equity: CL current liquidity; DBT — debt;
FS — financial stability; SGR — sale growth; EBIT — earnings before interest and taxes, LA-
GROA - lagged profitability; B0 - the constant term, [ - the coefficient of the independent vari-

ables and e - the error term of the equation.

Table 7. Multicollinearity test

Variable VIF 1/VIF
LAGROA 1.03 0.9748
DBT 1.02 0.9757
SIZE 1.01 0.9859
FS 1.01 0.9914
CL 1.01 0.9936
SGR 1.00 0.9936
EBIT 1.00 0.9985
Mean VIF 1.01 0.9989

Source: Authors calculation
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In order to identify a potential multicollinearity between independent variables, the empirical
study includes Variance Inflation Factor test. Results of VIF test confirmed that there is no high
correlation between these variables where the average value is 1.01. It implies that variable se-
lection is an appropriate and model satisfies condition of multicollinearity absence which is one
of the fundamental assumptions in econometric analysis.

Table 8. Multiple regression model of profitability (ROA)

Source SS df MS Number of obs. 478
Model 1239.0101 7 177.0014 F (8, 469) 4.74
Residual 17560.9072 470 37.3636 Prob>F 0.0000
Total 18799.9173 477 39.4128 R-squared 0.6059
Adj R-squared 0.5020
Root MSE 6.1126
ROA Coef. Std. Err. T P>|t] [95% Conf. Interval]
CL -0.0001 0.0015 -0.13 0.001 -0.0028 0.0032
DBT -0.0188 0.0033 -5.67 0.000 -0.2544 -0.0123
FS 0.0047 0.0206 0.23 0.818 -0.0357 0.0452
SIZE 0.1749 0.3324 0.53 0.599 -0.4783 0.8282
SGR 0.0004 0.1115 0.04 0.971 -0.0215 0.0223
EBIT 0.0019 0.0030 0.65 0.518 -0.0080 0.0040
LAGROA -0.0547 0.0452 -1.21 0.227 -0.1437 0.0341
C -0.7322 0.6120 -1.20 0.232 -1.9349 0.4703

Source: Authors calculation

Table 8 shows the impact of internal factors such as current liquidity, debt, financial stability,
hotel size, sale growth and earnings before interest and taxes on return on assets as one of the
most important indicators in hotel business. Based on results of multiple regression model,
the value of R-squared is 0.6059 which indicates that model explained 60.59% of independent
variables’ variations. Empirical results also manifest a significant impact of current liquidity
(CL) and debt (DBT) on profitability, while other internal factors don’t have a significant effect
on return on assets of observed hotels. At the same time, current liquidity and debt negatively
affect the hotels profitability where their growth of 1% decrease profitability level for 0.0001%
and 0.0188% respectively.

Table 9. Multiple regression model of profitability (ROE)

Source SS Df MS Number of obs. 478
Model 13583.9291 7 1940.5613 F (8, 469) 1.32
Residual 692591.181 470 1473.5982 Prob >F 0.0242
Total 706175.11 477 1480.4509 R-squared 0.4912
Adj R-squared 0.4746
Root MSE 38.387
ROE Coef. Std. Err. T P>|t| [95% Conf. Interval]
GL -0.0013 0.0098 -0.14 0.002 -0.0179 0.0206
DBT -0.0002 0.0206 -0.01 0.000 -0.0409 0.0403
FS 0.0173 0.1294 0.13 0.893 -0.2370 0.2718
SIZE -2.7029 2.0930 -1.29 0.197 -6.8158 1.4099
SGR 0.0156 0.0700 0.22 0.824 -0.1220 0.1432
EBIT 0.0503 0.0193 2.60 0.010 -0.0884 -0.0122
LAGROE 0.0424 0.0458 0.93 0.355 -0.0476 0.1324
C 3.5395 3.8501 0.92 0.358 -4.0260 11.1050

Source: Authors calculation
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After measuring and evaluating the impact of internal factors on return on assets, table shows
the effect of current liquidity, debt, financial stability, hotel size, sale growth and earnings before
interest and taxes on return on equity of analyzed hotels. Based on results of multiple regression
model, R-squared is 0.4912 which implies that model explained 49.12% of independent variables
variations. The model results show a significant effect of current liquidity (CL), debt (DBT) and
earnings before interest and taxes (EBIT) on profitability, while other internal factors do not have
a significant impact on return on equity of observed hotels. Specifically, CL and DBT negatively
affect the hotel profitability, while EBIT has positive implications for return on equity. If liquidity
and debt increase by 1%, profitability of hotels will be reduced by 0.0013% and 0.0002% respec-
tively. On the other hand, an increase in EBIT by 1% contributes to an increase ROE for 0.050%.

6. CONCLUSION

The chapter has examined the effect of internal factors on profitability of hotels in AP Vojvodina
from 2014 to 2018. Empirical analysis has included multivariate analysis of variance as well as
multiple regression models which has estimated the impact of current liquidity, debt, financial sta-
bility, hotel size, sale growth, earnings before interest and taxes, and lagged profitability. Results
of MANOVA test have manifested a significant difference in profitability level between hotels in
AP Vojvodina for the period 2014-2018. Observing by individual profitability indicators, there is a
significant difference in terms of ROA, while on the other hand, there is no significant difference
in terms of ROE. Results of defined models have shown that current liquidity and debt have signif-
icant impact on profitability measured by ROA. Also, these factors and EBIT significantly affect
the profitability measured by ROE. Specifically, increase of current liquidity and debt declines
ROA for 0.0001% and 0.0188%, as well as declines ROE for 0.0013% and 0.0002%. Likewise,
EBIT positively affect the profitability where increase of this factor raise ROE for 0.050%.

The contribution of this research is quantitative measurement of internal factors on profitability
of hotels in AP Vojvodina and this empirical research enables informatical support for hotel
management about internal factors that are essential for profitability in the hotel industry. Re-
sults have confirmed that hotel management should establish an optimal relationship between
liquidity and profitability, as well as decrease debt level in order to create positive implications
on profitability level.
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Abstract: Not only the operating system but the accounting method is strongly regulated in gambling
companies. The accounting and tax regulations that differ by countries influence the accounting practices
and so the financial statements of the companies. Revenues are one of the main indicators of the financial
performance of an entity. We studied the presentation form and content of European gambling revenues
using the presented financial statements of gambling companies between 2004 and 2013. We examined
whether the divergent recognition and measurement methods led to a material impact on the compa-
rability of the financial statements. Qur results show that the potentially high gambling tax rate and its
different accounting practice can hamper the decision making of users of these financial statements and
the reliability of revenue-based indicators both on company and industry level. If specific interpretation
or guidance for the gambling sector existed, financial statements provided enhanced information.

Keywords: Gambling Revenue, Gambling Tax, Comparability of Financial Statements.

1. INTRODUCTION

laying is not only part of human nature but one of the engines for human development

(Brenner & Brenner, 1990). Gaming was an integral part of human culture in some ancient
states and was already present in early 2000 BC (Greenlees, 2008). Conquering the world gam-
bling has been growing in popularity. For decades, the gambling industry has attracted crowds
of people looking for comfortable relaxation, fun and even family program for holidays. While
the wheel revolves under the crystal chandeliers at the poker table, the odds accumulate in the
inner rooms as an inexhaustible source of income, as a private and public revenue alike.

The casino gambling industry has rocketed at an incredible race. While forty years ago, casinos
operating only in 13 countries and recording for less than $2 billion in annual revenues, but with a
few decades later, casinos operating in more than 130 countries, multiplied their revenues exceed-
ed $125 billion. (Siu, 2007) In the background of the legalization of gambling stand the purpose of
achieving economic benefits through job creation, investment stimulation, tourism development,
and urban revitalization (Eadington, 2003; Alvarez-Martinez et al., 2016). The desire to increase
public revenues played another significant role in the spread of legal gambling (e.g. Smith, 2000).
Most of the research on the social and economic impacts of gambling dates back only to the ear-
ly 1990s. The development of this literature was largely concomitant with the introduction and
growth of the casino industry in the USA (Walker & Sobel, 2016) and in Europe (Kingma, 2004).
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Studies on European gaming industry mainly focused on social and health implications (i.e.
Beco, 1996, Meyer et al., 2009, Demetrovics et al., 2011, Kérmendi, 2011, Planzer et al., 2014),
the role and effectiveness of gambling taxes (i.e. Paton et al., 2002, Philander, 2013), meanwhile
other researchers analyzed the financial performance of European casinos compared with casi-
nos in the USA or Macau (i.e. Gu, 2002, Gu & Gao, 2006, Eadington, 2011).

While the corporate model became the normative organizational form of North America, particu-
larly in Las Vegas, the European casinos were operated under strict state control in the form of mo-
nopolies (Thompson, 1998). At the end of the 20th century, they were mainly government-owned,
and force table games at the low rate of promotion and advertisement. Gambling taxes were some-
times so high that the state can be regarded as the primary owner channelling the winning from the
real and private ones (Gu, 2002). Nowadays there are a different kind of gambling operators present
in Europe depending on the state regulation of gambling (Nikkinen, Egerer & Marionneau, 2018)

The regulations of gambling show considerable differences also in the European Union (For-
berger & Biihriner, 2014). The EU regarded the gambling markets as a national competency, and
it was not changed through the Services Directive 2006 which excluded from the scope of the
Directive because of its specific nature (Kingma, 2008).

In today’s world, dominated by the Internet, mobile applications and online games play an ever
more significant role in the gaming sector, thereby helping to satisfy basic human needs (Dem-
etrovics et al., 2011). Online gambling is legal in many countries and extends far across national
borders. This activity is usually regulated separately from traditional (land-based) gambling
activities, and regulations may either strengthen or weaken the development of online mar-
kets (European Casino Association, 2015). Some nations regulate the spread of online activity
through very high taxes and the restriction of services (Finger, 2013).

The country-specific regulations by countries influence the accounting practices and the con-
tent of the disclosures in the financial statements. Of course, a company may operate in differ-
ent countries, and regulations of these countries are generally different from each other. Thus,
companies are also required to provide disclosures by geographical segment, and according to
local regulations.

Our research focuses on the revenues of companies that operate in the same industry but under
different accounting basis or accounting treatments.

Our study aims to examine whether the variations in the recognition and measurement of reve-
nue and gambling tax might have a significant impact on the financial statements and the value
of the sector’s total revenue.

2. ACCOUNTING FOR GAMBLING REVENUE
AND TAX IN EUROPEAN COUNTRIES

European gambling companies follow domestic accounting rules/standards or international fi-
nancial reporting standards (IFRS) when they prepare financial statements. Ding and co-re-
searchers (2007) revealed absence and divergence in recognition, measurement, and disclosure
between domestic and international accounting standards: some rules are missing in the domes-
tic accounting systems, and some rules differ from the applied ones in IFRS. These differences

64



GAMBLING REVENUES AND TAXES
IN THE FINANCIAL STATEMENTS OF EUROPEAN COMPANIES

may arise from their accounting basis (Langmead & Soroosh, 2009), whereas IFRS is a princi-
ples-based system, most domestic accounting regulations can be viewed as a rules-based system.

The direct and indirect presence of IFRS is very high in Europe. The European Union requires
from the member states to present consolidated financial statements based on IFRS as adopted
in the EU in case of companies whose securities are traded in a regulated market. Furthermore,
the member states have the option to require or permit [FRS also for other companies. Despite
the widespread use of IFRS, national traditions and practices, the language difficulties (Andor
& Rozsa, 2013, Rozsa, 2013) and the differences between stakeholder groups and between coun-
tries (Albu et al., 2013) hamper and slow down the voluntary implementation or convergence of
national regulations with IFRS.

IFRS follows principles-based accounting, whereas most European countries have rules-based
accounting systems. Researchers (i.e. Armstron et al., 2007; Barth et al., 2008; Rezaee et al.,
2010) consider as a key benefit in IFRS the high-level accounting quality, the comparabili-
ty through eliminating accounting alternatives, and the fair value accounting. However, the
lack of balance sheet and income statement formats complicates the comparability of financial
statements (Hoogendoorn, 2006). Langmead & Soroosh (2009) highlight that IFRS generally
formulates the standards without specific industry guidances and this flexibility can provide
opportunities for different accounting treatments (Barth et al., 2008).

Ahmed, Neel, and Wang (2013) mentioned revenue recognition as an area where the lack of
implementation guidance may result in different interpretations and implementations.

Revenue provides information about the realized gross earnings from companies’ business ac-
tivities, the size of a company; it is the basis for a large number of financial ratios in profitability
analysis and the performance evaluation of the management of companies (Wagenhofer, 2014).

In the revenues of gambling companies are revenues from banked games (also called as gaming
activities) and gaming-related activities. Playing banked games, both the entity and the custom-
er have the chance to win or lose money or other items of economic value depending on the out-
come of the game. By gaming-related activities, only the customer has the chance of winning
or losing money; the gaming entity receives a fee for administrating the game. (AICPA, 2017)

The specific features in the gaming and gaming-related activities enable that revenues can be
recognized and presented in the financial statements of gambling entities differently. It can be
presented theoretically in three levels. The sales revenue can include the gross wager (the total
amount of bets) and the revenues from gaming-related activities. The gross gaming revenue is
the difference between the amounts received and the amounts paid back to the players as gam-
ing wins. In the case of net gaming revenue, the gross gaming revenue is adjusted by incentives,
changes in accrued jackpot liabilities, or gaming tax.

The presentation of gambling revenue depends on the accounting practice applied by the entity,
and the accounting practice may differ not only on the country level but even on the company

level because of lacking uniform guidance.

There is a close relationship between accounting for gaming revenues and gambling tax. Gam-
bling markets are typically taxed differently than the other part of the economy and alter by
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countries (Philander et al., 2015). The gambling taxes cannot be defined as a unique income
or sales tax. Because the industry itself falls under strict state-run regulation, even if the state
itself runs gambling companies as an owner, the taxation as a legal, or at least not forbidden
activity, reflects its ambiguous position among the other legal income-generating activities. A
unique mixture of taxation forms exists due administrative constraints; several countries levy
on the taxation of the gambling companies’ fixed assets or a combination of a unit and ad va-
lorem taxes (Benar & Jenkins, 2008). Gandullia and Leporatti (2019) highlighted the need for
harmonization rules of gambling taxes at European level.

In the gaming industry, three categories of tax levies exist the company income tax, the gam-
bling tax — as an excise tax—, and personal income tax on winnings.

Regular and gambling companies also fall under the scope of company income tax, computed
on their revenue mainly based on accounted profit, but the calculation of the tax base via deduc-
tions and tax rate are different (Karai et al., 2018).

Gambling, similar to the trading of tobacco or alcohol, reflects a particular objective to punish
an activity characterized as socially irresponsible (Meich, 2008), so excise tax levied on activ-
ity. Personal income tax — which is mainly a tax determined in a percentage of the gross win-
nings- is not subject to our research.

Clotfelter (2005) incorporates the profit of government-run or government-sanctioned enterpris-
es as an implicit tax because the net income of these companies is channelled to the state budget.

The accounting treatment of the gambling tax is different, even by IFRS companies. When
gambling tax is considered a sales tax, it should be eliminated, deducted from revenue because
revenue cannot contain items that are due to a third party. In other cases, a gaming tax may
qualify as an expense. In this sense, users of financial statements can find two kinds of a state-
ment concerning accounting gaming taxes.

3. METHODOLOGY AND DATA

Our research aims at investigating gambling companies in Europe for which non-consolidated
financial accounts of entities were extracted from the Amadeus database, covering a period
from 2004 to 2013. Our search request brought more than 19,000 results for companies oper-
ating in the gambling business from 41 European countries. This sample is believed to cover
the essence of the European gambling market. Amadeus provided applicable data for all 19,000
companies regarding their size and region. For the revenue analysis, we excluded more than
8,400 companies for which data on operating revenue was not available in the period examined.
Therefore, the scope of the analyses has been restricted to the dataset of 10,590 companies. Our
data collection cannot be considered random, so statistically, the available sample cannot be
representative either. Regarding its proportion and size, the sample itself is significant, which
indicates that our assessments and conclusions can be considered well-founded.

Companies have been classified into four categories: small, medium, large, and very large. This

classification is made according to the values of operating revenues and total assets and the
number of employees.
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In an earlier stage of the research, we analysed the structure of of the European gambling indus-
try. Central and Eastern Europe are characterized by mid-sized and smaller companies. South-
ern Europe is characterized by mid-sized and larger companies, where more than half of the
online companies we examined are situated. Western and Northern regions are characterized
by large and very large companies, where the other half of the online companies we examined
may be found (Karai, Nagy, Erdei & Lakatos, 2018).

The operating revenue also shows significant differences between countries in the course of descrip-
tive statistic processing; at the same time, the market seemed to be strongly concentrated in terms
of the operating revenue. To justify this, we have done concentration analysis, and we illustrated the
results with the Lorenz curve and measured the extent of the concentration with Gini-index.

During our analysis, we filtered those companies from the pattern, of whom the operating rev-
enue for the year 2004 and 2013 was not higher than ten thousand euros. After the filtration
remained 2908 companies, these companies have been clustered based on their accounting sys-
tem: whether they prepare the financial statements on IFRS or local accounting basis.

In order to assess the impact of different accounting treatments, we analyzed the income state-
ment and the notes of published consolidated financial statements of companies with different
residence countries. The notes are an obligatory part of the financial statements; we extracted
further information from them to reveal the content of gaming revenue and in connection with
it, in which part of the income statement is the gaming tax recognized.

We examined income statements and notes of large and very large companies from the top 10
countries to reveal the form and content of disclosures of revenue and gaming tax.

4. REVENUE OF THE GAMBLING INDUSTRY IN EUROPE

Examining the data on operating revenue, small companies represent less than 5% of the annual
operating revenue, while the typical proportion of the large and very large companies is approx-
imately 90%. It suggests that the gambling market is highly concentrated.

[Nlustrating the data in 2004 and 2013 on a Lorenz curve, we can see that the curve is almost the
same in the two years: both of them show a very high concentration.
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Figure 1. Lorenz curve 2013 and 2004
Source: Amadeus database, own processing
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Gini indexes exceed the value of 0.95, which indicates an exceptionally high concentration. In this
context, nothing has changed over the ten years: concentration has been the same year by year. For
example, in 2012, nearly 50% of the operating revenue was represented by 11 companies.

The highest operating revenue through the period analyzed is generated in Western Europe, fol-
lowed by the Northern region, and finally in the Central region. According to activity, analyzing
the data in 2013, we found that 44% of the total revenue was represented by only 13 companies of
m®, which is almost as much as the revenue of 129 land-based companies. Filtered by country, the
highest operating revenue is generated in the United Kingdom, exceeding all other countries in the
period examined. Almost 50% of the total revenue in 2013 was earned by those British companies
that rank first, including a mixed company, whose revenue represents 80% of British revenues.
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Figure 2. Top 10 countries based on operating revenue between 2004 and 2013 (in TEUR)
Source: Amadeus database, own processing

In several European countries, tourism is one of the most important drivers of economic growth,
such as in Croatia (Skuflic et al., 2013), Slovenia, Spain, etc. (European Casino Association,
2015). From the sample in 2013, we can see that among the ten countries that have the highest
gambling revenue (See Figure 2. Top 10 countries based on operating revenue between 2004
and 2013), six countries are listed in the top 10 tourist destinations (Eurostat, 2015).

In the concentration analysis, we have already highlighted that the total revenue is defined by
the revenue of only a few companies. Thus, the revenue of the sector depends on the revenue of
these companies. Following the economic crisis, in some countries, we experienced an increase,
but it was due to the increase in large companies. So as to examine the revenue of the vast ma-
jority of the companies (See Figure3. Total industrial operating revenue trimmed mean 2004-
2013), by calculating trimmed mean (,middle’ 90%) we eliminated the data of the dominant
companies. Since 2007 the vast majority of the companies in the sector have been characterized
by decreasing revenue.

In the years examined, the European gambling companies generated an average of 1 million
euros in net revenue. We found some European countries where the industry shows losses in

3 Mixed type companies operate both land-based and online gambling activities.
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certain years. In the years examined, generally, one-third of the European companies reported
losses, of which one half operated at a loss, while in the other half, the loss was caused by the
financial activities of the companies.
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Figure 3. Total industrial operating revenue trimmed mean 2004-2013 (in TEUR)
Source: Amadeus database, own processing
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Figure 4. Profit or Loss on Operating revenue
Source: Amadeus database, own processing

The proportions of profit on the operating revenue show that the activity is profitable. The reve-
nues of a company are the main indicators of the entity’s financial performance, position, or fu-
ture prospects for current and potential investors, creditors, and other financial statement users.
Therefore, the content of revenue is significant to understand and compare financial statements.

5. REVENUE AND GAMING TAX RECOGNITION

The presentation of the gambling revenue in the financial statements highly depends on the
definition and presentation of the gambling tax base (see Appendix). The specific features in the
gaming and gaming-related activities enable that revenues can be recognized and presented in
the financial statements of gambling entities differently. The sales revenue can include the gross
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wager (the total amount of bets) and the revenues from gaming-related activities. If companies
present only the gross wager as revenue, the gaming wins are presented as an expense. This
form of revenue recognition exists only in domestic accounting systems. IFRS standards do
not allow those items that belong to third parties are presented as revenue. We found gambling
companies, for example, in Germany or Hungary, that present the gross wager as revenue in
their income statement.

The gross gaming revenue is the difference between the amounts received and the amounts paid
back to the players as gaming wins. If companies present the gross gaming revenue as revenue
in the financial statements, gaming wins are not expensed but deducted from the revenue. This
accounting treatment appears both in IFRS financial statements and in financial statements
prepared on a domestic regulation basis.

If companies present net gaming revenue in their financial statements, the presented revenue
is not only by the wins lower, but it is also adjusted by other items, like incentives, changes in
accrued jackpots, or gaming tax.

In Europe, gaming taxes are generally levied progressively by ranges based on gross gam-
ing revenue expressed by percentage, except Hungary and Poland, where we can find a fixed
percentage (European Casino Association, 2015; University of Nevada Center of Gaming Re-
search, 2015). We found countries such as Lithuania and the Republic of Estonia, where there
are fixed taxes.

Concerning the form of presentation of revenue and gaming tax, empirical results show notable
differences in the European domestic and IFRS statements.

Some of the companies recognize gambling tax as an expense, while other companies deduct it from
their revenue. If the gambling tax is interpreted as a sales tax, the tax should be deducted from the
amount of the revenue. The deduction of the revenue is applied in companies from Austria, France,
Italy, and Greece. Our empirical results show that recognition of the gambling tax as an expense
is applied in: UK, Spain, Switzerland, the Republic of Estonia and Hungary, although the ways of
recognition are not uniform: in UK and Switzerland gambling tax is part of the cost of sales, in the
Republic of Estonia, Spain and Hungary it is recognized as a separate operating expense.

Depending on the applied accounting treatment, if the gambling tax is recognized as an expense,
the presented revenue is higher by the amount of the gambling tax in the financial statements. Dif-
ferent revenue recognition results in severe difficulties in the analysis. It is considered that the dif-
ferent accounting practices may distort the positions of the countries (see Figure 2) and companies
significantly, thus this hierarchy may not be considered reliable for determining comparability or
turnover-based market share.

Besides market share, the different accounting practices leave a question mark regarding the reli-
ability of further comparisons, according to several other key indicators as well.

To serve as an example, we examined the consolidated data and revenue indicators of a French, a
British, and a Hungarian company with similar gross gambling revenues (GGR). We chose three
companies from among the largest ones, with different accounting treatment for revenue and
gambling tax recognition. In the income statement of the French company, the winnings and the
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gambling tax are deducted from the sales revenue. The British company presents the gross gam-
ing revenue, while the gambling tax is expensed in the cost of sales. Hungarian firms recognize
the sales revenue by calculating the winnings and gambling tax in the other operating expenses.

Because of the lower tax of the British company, we found less significant differences for them than
for the other two. For the high-taxed French company, the key performance indicators duplicate. For
Hungary, the table contains three columns, because the indicators show notable differences from
the indicators calculated by GGR and netted GGR. It is because the indicators are revenue-based.

Table 1. Presentation of gambling revenue and gambling tax in financial statements
of European gambling companies in the year 2013

Residence Accounting thCeonrt:sI::n(t)z d Presentation I(’)lf‘es:::ltlz:ltill(l)n t(:‘?:;lls)zlll i Gambling
country basis P of Winnings g g tax / GGR
revenue taxes revenue
GGR Separate de- | Separate de-
AUSTRIA IFRS N GR’ duction line in | duction line in 15,52% 46,77%
revenues revenues
Separate de- A separate
CZECH RE- IFRS GGR duction line in | line in Cost of 19,64% 21,04%
PUBLIC
revenues sales
ESTONIA IFRS GGR Netted from | Other operat- na 23,54%
revenues ing expense
Separate de-
FRANCE IFRS GGR, | Nettedfrom | iionlinein|  na 50,20%
NGR revenues
revenues
GERMANY DAS Sales revenue in cost of In cost of n.a 28,65%
Sales sales
Sales revenue | Separate de- | Separate de-
GREECE IFRS GGR duction line in | duction line in 9,31% 28,31%
NGR revenues revenues
HUNGARY DAS Sales revenue | P.other oper- | In other oper- | ) 5, 36,43%
ating expense | ating expense
ITALY IFRS NGR Netted from | Netted from na na
revenue revenue
A separate No eamin
NORWAY DAS Sales revenue | line in operat- %ax J - -
ing expenses
Separate de- A separate
SLOVAKIA IFRS GGR duction line in | line in operat- n.a 11,15%
revenues ing expense
Netted from | A separate
SPAIN IFRS GGR operating rev- | line in operat- n.a 50,21%
enue ing expenses
SWEDEN IFRS GGR Netted from | No gaming i i
revenues tax
UK IFRS GGR Netted from In cost of na 15.00%
revenues sales

DAS: Domestic Accounting Standards

IFRS: International Financial Reporting standards

Sales revenue: Revenue without any deductions

GGR: Sales revenue — Winnings

NGR: GGR — Gambling tax
* Netted in GGR: when tax paid on the wager and in Other operating expense: when tax paid on GGR
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Table 2. Performance indicators of selected companies

English Company French Company Hungarian Company
Based on | Basedon | Based on | Based on | Based on | Based on | Based on
GGR NGR GGR NGR* GGR NGR Sales
EBITDA margin 0.37 0.4 0.11 0.22 0.21 0.33 0.08
Operating margin 0.32 0.34 0.04 0.08 0.19 0.29 0.07
Net margin 0.3 0.32 0.01 0.02 0.15 0.24 0.06
Effective tax rate 8% 50% 35%

Data source: Annual reports of companies

6. CONCLUSION

The operation of the gambling industry differs significantly from other services. The specifica-
tion in the industry has become more important in both market and financial analyses and the
accounting system.

The results indicate that in Europe, the gambling market is highly concentrated. Only a few
companies generate a substantial part of the revenue of this sector.

The popularity of the land-based activity also derives from its positive effect on tourism. It has
a positive effect on the local economy (Li et al., 2010), such as has been experienced in Korea
and Singapore (ECA’s European Casino, 2013; Shin & Koo, 2011).

Gambling revenues are recognized as a total amount wagered or as the difference between
gaming wins and losses or as gaming revenues netted by the gambling tax. In several European
countries, the gambling tax is determined based on gross gaming revenue. The tax rate may be
influenced by not only the amount of revenue, but the nature of the activity as well, and may dif-
fer by country. Gu & Li (2009) explained the different tax rates adopted by gaming economies
with their different market conditions such as supply market and market size.

As for European IFRS statements, empirical results show differences in the accounting of gam-
bling tax. The gambling tax was recognized either as a revenue reduction item or as an expense,
depending on the accounting practice in the country. These different recognition methods for
gambling revenues and expenses made significant differences in certain rows of the statements
of comprehensive income.

For the users of financial statements, revenues of a company are indicators of the financial
performance and position or future prospects of an entity. The different accounting methods
are important not only for the determination of the market share but for comparison with other
countries’ companies as well. It may be stated that in the European gambling industry, reve-
nue-based key indicators were not comparable in the examined period.

This study calls attention to this specific service sector and to the impact of applying different
accounting treatments when preparing financial statements on the different underlying assump-
tions. The presentation differences shadow the clearness of information used by decision-mak-
ers. If specific accounting guidance for the gambling sector existed, it would enhance the trans-
parency and comparability of financial statements. In its absence, the quantification of an ac-
counting value may vary from nation to nation, thus laying additional burdens on companies
when preparing consolidated reports, and sometimes distorting rational decision-making of the
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users relating to financial statements. The country- and company-specific differences in reve-
nue recognition result in the lack of uniform measurement basis of the revenue in the gambling
industry and hamper the reliability of revenue-based indicators.
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Abstract: Wellness and thermal tourism is changing at national and international levels even taking in
account the growth rates of, and changes in, global consumption patterns. In this context, the objective
of this study is to track a view on thermal tourism in Italy, focusing on a case study in the Apulia region.
The primary function is therefore to establish important territorial safeguards aimed at satisfying the
health demands of the population, while complying with the principles of therapeutic appropriateness
and managerial efficiency. The analysis highlights the need to continue developing knowledge in a sec-
tor with great growth potential, especially in European countries.

Keywords: Health Tourism, Apulia Region, Case study, Thermalism.

1. INTRODUCTION AND BACKGROUND

Recently wellbeing, wellness and relaxation are among the many concepts to become as-
sociated with tourism and have become the focus for a number of tourism studies, which
highlight the analysis of wellness tourism as a phenomenon. The concept of wellbeing, for ex-
ample, especially the subjective wellbeing of those who travel, has received empirical attention
(Nawijn, 2011). It has been defined as, “a broad category of phenomena that includes people’s
emotional responses, domain satisfactions and global judgments of life satisfaction” (Diener
et al., 1999, p. 277). Wellbeing includes a mix of factors: the relative absence of anxiety and
depression, frequent and intense positive affective states, and global life satisfaction (Diener et
al., 1999). Wellbeing and health are one of the themes of the new millennium; the tendency of
individuals to be concerned with their body and good physical fitness reflects the necessity we
have of being healthy and even staying young, permanently searching for a better quality of life
(Ramos, Santos, 2002).

What does the term wellness mean and how can we define it? The Global Wellness Institute
(GWI) defines wellness as a continuous activity consisting of several activities, choices and
lifestyles that lead to a holistic state of health (GWI, 2018).

For some, this can mean connecting with nature and the environment and for others, wellness

means spending time in a pleasant and relaxing atmosphere. Regardless of the way you use it, it

is certain that for most of us, wellness means connecting with yourself to feel better and restore

your health, both physical and spiritual.
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If we are still talking about connection, it is worth mentioning that in the last decades the con-
nection between people has been replaced by the connection from the point of view of technol-
ogy, this being more and more present in our lives as time goes by.

Although the main mission of the technological interconnection is to significantly improve the
lives of people, through processors, gadgets, applications and programs based on Al (the arti-
ficial intellect) the most precious good that a person can have, that is, time, began to be stolen
even by the above- mentioned elements. We all started to be locked in a kind of bubble, that
space - called in modern word “privacy”, which we all hold so much. As we are increasingly
bombarded with messages, emails and different news that must be interesting from the point of
view of the computing algorithms used by different companies and commercial.

Travelling for health purposes is a global tourism trend. Health tourism is very popular around
the world, from America to Malaysia, the number of interested people is growing year on year
and the forecast is that it will continue on this upward path. This is of great importance in terms
of attracting tourists, in both high and low seasons. Numerous countries have identified health,
medical and wellness tourism as a key development area. The wellness tourism economy was
worth 639 billion USD in 2017 (GWI, 2018). All tourism sectors will continue to add more well-
ness elements, and wellness tourism experiences will become more sophisticated. The wellness
movement has become mainstream, both at the individual and the corporate levels, and the
healthcare industry is considered to be of strategic interest. Various social, political, and eco-
nomic factors, as well as technological innovations, shape this demand, as well as the supply of
wellness and medical services (UNWTO, 2019). To this concept of wellbeing is linked thermal
tourism, in a new version of wellness, based on a new concept of experience, including well-
ness tourism, which is different to health tourism. In fact, Ramos and Santos (2002, p. 3) affirm
that thermalism includes “immediately to indication and using of thermal water with illness
treatment recognized virtues”, so thermal tourism implies pleasure with this kind of activity in
specific centers or institutes, but it is also associated with a healthier life, where sometimes it
is applied without a specific illness, but is preventative, playful and focused on wellbeing. Spas
are defined by the GWI (2018, p. 11) as, “establishments that promote wellness through the pro-
vision of therapeutic and other professional services, animating and renewing the body, mind
and spirit”. Spas are often mentioned in tandem with wellness but they are a means of engaging
in wellness and they have a strong appeal to visitors. Spas and wellness together promote health
and wellbeing and, as a tourism product, also have a significant impact on the visitor economy,
local communities, and the natural resources of touristic destinations.

Across the world, Europe remains the destination for the highest number of wellness trips (Fig-
ure 1). North America continues to lead in wellness tourism expenditure because the average
spending per trip is higher. In the past five years, Asia has made the most gains in the number of
wellness trips and wellness tourism expenditure, with demand stimulated by strong economies
and an expanding middle class.

Italy is a European country with numerous thermal establishments, due to its particular ge-
ological conformation, rich in volcanic rock and sulphured water springs. Italy has already
earned some popularity as a tourist destination in this regard. According to Federterme (2018),
in Italy, there are 323 thermal establishments with accreditation by the National Health Service,
with about 65,000 employees, distributed across all regions of the country (except Molise) but
concentrated in the Veneto region (28.2%) and in Campania (23.8%), regions rich in mineral
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water sources: then comes Tuscany (6.2%), Emilia-Romagna (7.1%), Lazio (4%), and Lombardy
(3.7%) (www.federterme.it). The distribution is influenced by the incidence of traditional estab-
lishments or new resorts with wellness services (Rocca, 2014) close to thermal water springs.
Each resort has its own purpose and every water is used to treat different diseases. In 2018, the
total revenues of the sector were close to € 760 million (provisional data of Ebiterme, 2019),
divided between €118,9 millions of affiliated spa treatments and € 639,5 million of additional
services, such as accommodation, cosmetic medicine, fitness, etc.

In the new version of wellness and thermal services, the role of internet is critical for thermal
destinations, where a smart tourist destination promotes its image with a ‘intelligent’ presence
on the web, and creates virtual heritage, generating and promoting creative and cultural activ-
ities that enrich and consequently qualify the urban region (Privitera, 2017, p. 24). Specifically,
in the area of wellbeing, sports and health technology are increasingly being used to inform
people about health and sports activities, or just knowledge of the health and therapeutic ser-
vices offered. Thermal tourism destinations are a consumption point of complex activities that
comprise the tourism experience and the internet provide a virtual journey. Health and thermal
resorts and spas have the capacity to meet leisure, tourism and healthcare needs in one place
(Tabacchi, 2010). It is worth highlighting the capacity of these centers to achieve the devel-
opment of the region and the local economy in which they operate (generally located in rural
areas), creating employment and generating income (Quintela, Costa, 2015).

This study provides a profile of the thermal sector in Italy, highlights the potential regarding the
development of wellness tourism linked to thermal tourism, and the factors that attract and moti-
vate this alternative form of tourism in the Apulia region (in the south of Italy), where it can con-
tribute to the socio-economic development of the region, through investments and rapid results.

North America Europe Asia-Pacific
$241.7b Expenditures CSZIO.Bb Expenditures $136.7b Exoendi!ureso
O

-

Latin America

~Caribbean
C§34.Sb Expenditures

“ Sub-Saharan Africa Middle East-North Africa
CSA.SD Expenditures $10.7b Expenditures

Figure 1. Wellness tourism by region, 2017. Number of wellness tourism trips
and expenditures (inbound and domestic)

Source: GWI, 2018, p. 11
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2. RECENT CHANGES IN THERMAL TOURISM IN ITALY

In Italy, thermal tourism, an ancient form of health tourism, is going through a phase of trans-
formation that describes rather varied scenarios in the landscape of enjoyment and facilities
management (Rocca, 2014). The final product is a composite of the components of care, a well-
ness region, with tourism creating a “wellness industry” (Gregori, Cardinali, 2012, p. 17) where
traditional structures have been called on to implement digital transformation.

The terms ‘wellness’, ‘care’ and ‘thermal’ are sometimes used as synonyms, creating confusion
among operators, users, institutions, and tourists. Italian Law 323 of 2000 on the “reorganisa-
tion of the thermal system”, defines the terms “care” and “wellness”, in addition to regulating
the supply of spa services and introducing provisions on the promotion and upgrading of hy-
drothermal heritage in relation to the enhancement of the natural and cultural resources of spa
regions. This is linked to what is contained in the following law on the reform of the national
legislation on tourism of 29 March 2001 n. 135, which sought to highlight the role of local insti-
tutions in the management and development of spa resources. Thermal baths have become an
integral part of a region, in which the spatial relations, even those of hierarchical type, play a
central role. It is necessary to say that there are many categories and types of thermal and min-
eral springs establishments in the world, as GWI (2018) highlights (Figure 2).

Primarily Primarily Primarily
Recreational Wellness Therapeutic or Curative
Thermal/mineral water Thermal/mineral water
swimming pool facilities bathing facilities Health resorts and sanatoria
that use thermal/mineral
Thermal/mineral Thermal/mineral waters for treatments
water-based waterparks water-based spas

Hotels/resorts with thermal/

. X i Thalassotherapy spas and resorts
mineral water swimming pools

Thermal or hot springs resorts

Figure 2. Types of thermal/mineral springs establishments
Source: GWI, 2018, p. 13

In Italy, the sector is characterized by an increasingly integrated trend: a continuous reduction in
traditional performance and an increase in wellbeing. It is called the ‘sixth generation’ of thermal
activity, where aesthetic treatments are added, and fitness and tourist services are increasingly
linked to the regional offer in terms of cultural and gastronomy trips.

More recently, spas and wellness centers have tended to apply a wellbeing-oriented approach to the
whole operation and differently for separate markets or countries (Puczko, Smith, 2018). Usually,
wellness and spa services are more convenient in markets where there is a significant supply of spa
facilities, mainly based on natural resources. One example is Japan, the country with the largest
number of thermal establishments, where there has been an improvement in the health system with
the integration of traditional medical centers using thermal spas. These centers not only help to meet
current needs and maintain the tradition and culture of the population, but have also contributed to
the development of the regions through the commercialization of rural areas with the climatic and
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geographical conditions that allow the creation of commercial resources and therefore economic
diversification of these areas (Tabayashi, 2010, p.121). In fact, spas and wellness help the local com-
munity, may bring meaningful employment to them, and create spin-off economic opportunities
for items such as wellness souvenir production and supplying treatment supplies to the spa. An
example where the growing demand of spas benefits entrepreneurs financially is jasmine massage
oil processing in Thailand and Bali (Lo, 2019).

Another example is Turkey, where the development of thermal tourism has prehistoric origins and
lifestyle and traditional uses (the famous Turkish baths). Since 2007/08, following major invest-
ments in modern renovation of traditional treatment rooms (hotel and/or resort versions) joined by
the offer of medical therapies, Turkey has become one of the world’s leading countries in terms of
health and wellness tourism (Kervankiran, 2016, p. 116).

In Italy, thermal structures are not necessarily connected to accommodation units but many of them
tend to be an autonomous activity, redeveloped for the supply of therapeutic diagnostic services
where prevention (rather than rehabilitation) is the stimulus for wellbeing (Dai Pra, 2013, p. 8). Re-
cently, many success stories have come from resorts exclusively oriented to wellness tourism; other
centers have evolved with the integration of spa treatments, rehabilitation, and healthcare, leading
to a clear distinction between residential services (e.g., wellness farms) and non-residential services
(day spas, thermal baths, fitness/wellness centers).

There are markets in different countries where wellness and spa facilities are positioned predom-
inantly in the upmarket and luxury brackets but markets show a high degree of differentiation in
terms of target segments. However, in recent times the preferred target audience for wellness and
spa services appears to be young couples and groups of friends, while adults and the elderly (52%
of the total) is oriented to traditional spa facilities (Puczké, Smith, 2018, p. 16). In fact, wellness
and spa operators need to pay more attention to those guests who may not be core wellness guests,
but show a growing interest in, and demand for, healthy options at a hotel, resort, spa, or baths. The
Virtuoso Luxe Report identified services for wellness to be massage and other physical treatments,
fitness lessons, beauty with use of natural products, combined with healthy cuisine (Virtuoso Life,
2017). Today more than ever, wellbeing as such incorporates the integration of mind, body and soul.
In fact, the hospitality industry is continuing to explore ways to capitalize on the wellness trend, and
most are looking in the spa and healthy dining directions. To this end, and with the younger gener-
ations increasingly wanting relaxation and wellness while travelling, the spa and fitness center has
become a major selling feature for hotels. However, the wellness center not only represents a place
for bodily improvement but also one for meeting new people and positive interactions.

Data on expenditure on the demand for wellness and spa services confirm that, compared to tradi-
tional services, it is relatively high (Table 1). In Italy, spas are not luxurious, only in a few cases are
they associated with high-class resorts; therefore, they are generally more affordable. In comparison
with wellness services, spa treatments are an offer of democratized wellness, as they are accessible
to most market segments, following agreements with Italy’s National Health Service. The most
popular services in spa centers, namely health-oriented treatments, are positioned in the mature
phase in the life cycle of wellness products, and need to be revitalized or added to in order to cre-
ate more revenue. Health treatment options at spas and wellness facilities, as well as in hotels, can
create additional demand from health-conscious market segments, but not necessarily tourism. Not
surprisingly, the international demand for wellness and spa services during a tourist trip, combined
with the enjoyment of cultural activities, represents the highest spending segment.
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Table 1. Guest spending for wellness/spa/thermal services, 2018 (euro/person)

. Thermal
Wellness/spa Services Trattament
Users World Europe Italy
International 161 127 163 75
National 145 99 163 58
Local 91 42 83 12

Source: Puczko, Smith, 2018, p. 28-29

The spa tourism sector is also positively affected by the use of technology and services offered
in the virtual world. The sector recognizes the value of web marketing, equal to at least 1% of
turnover, and the digital transformation is most evident in accommodation facilities (67.2% of
firms or hotels), where the take-up rate of digital tools is high for both promotional (89%) and
booking activities (ISTAT, 2017). Technological changes and the implications for spa tourism
are highlighted in the growing use of online platforms or applications, where it is possible to
promote, highlight and differentiate the products offered, not only as a characteristic and dis-
tinctive feature of business opportunities for operators but also as social interactions with po-
tential customers. In fact, the use of smart technologies for experiential and interactive tourist
enjoyment is preferred and profitable in the case of wellness routes. Specifically, applications
for mobile devices link and underlie positioning and georeferencing technologies, leading to a
textured story of the geographical space, in which images are combined and re-combined, in-
creasing real and illusory information by providing access to ever-increasing amounts of visual
information (Thielmann, 2010, p. 7).

3. A CASE STUDY: THE IMPORTANCE
OF THERMAL TOURISM IN APULIA REGION

3.1 The Apulian Tourism Context

Tourism in Apulia has undergone positive changes in recent years; in 2019 the internationaliza-
tion rate reached 28% for arrivals and 25% for presences / overnight stays. Compared to 2015, the
internationalization rate of incoming has increased by 7 percentage points (Figure 3). The for-
eign presence is more evident in the summer and, in particular, in July (18% of the annual total)
and September (17%). In the other months the presence is generally constant, with a few peaks
or at particular events or during the holidays (at Christmas and especially at Easter). In 2019
the months with the highest increases were August (60 thousand more arrivals, + 8% on 2018),
October (+ 30 thousand, + 11%), April (+ 20 thousand, + 7%) and May (+ 18 thousand, + 5%)).
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Figure 3. Trend of arrivals in Apulia region
Source: Authors on data of the Puglia System for the Tourist Observatory and ISTAT 2019
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The biggest increase, in the last two years, of tourists by nationality is registered from Russia (+
47%), Romania (+ 25%), Poland and Brazil (+23%), Netherlands (+ 17%), and Australia (+ 16%).
The increase concerned both the number of arrivals and overnight stays.

An analysis of the data divided by the six Apulian provinces shows that the main destination for
tourist incoming (arrivals) in 2019 is the province of Bari with a percentage share of the total of
28%. The two main tourist centers for the number of overnight stays remain Gargano (north of
the province of Foggia) and Salento (the southern part of the province of Lecce), with a territo-
rial share of 28% and 31% respectively.

Compared to the other Italian regions, Puglia is in eighth place in terms of overall attendance
with a share of 3.54% of the national total, after Veneto, Trentino Alto Adige, Tuscany, Emilia
Romagna, Lombardy, Lazio and Campania.

Although the number of non-hotel structures in Apulia is growing at a rapid speed (+ 46% com-
pared to 2015), the accommodation capacity of the region has remained almost unchanged over
the years (284,250 total beds in 2019 with a variation of + 3% compared to 2015). In 2019, 7,950
accommodations were registered in Puglia, of which 13% in the hotel category (38% of regional
beds). The overall increase in the number of facilities was of + 40% from 2015 to today.

In short, the tourism sector is currently fundamental for the entire regional economy as can be
deduced from the comparison of the regional GDP with that deriving from tourism activities
(Figure 4).

The value of tourism in Puglia is around 6.5 billion (12.3% of total consumption). The estimated
added value is 9 billion (13.6% of the total). The data on the companies are also very significant:
a total of 52,000 companies are involved in the sector (38% of the total) with 135,000 employ-
ees (15.4% of the total) directly and indirectly involved. According to Bankitalia, international
tourist spending in Apulia increased by + 3% from January to September 2019.
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Figure 4. The incidence of tourist GDP of the Apulia
Source: Puglia Promozione, 2019, adapted
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Based on an analysis of the tourism market in Puglia, it emerges how the thermal sector repre-
sents an important market niche in the region. Despite the marginal weight on the tourism econ-
omy, the wellness product nevertheless presents interesting average growth rates as it is linked
to the seaside sector. This type of tourism, once linked to the concept of health, is now evolving
from the traditional thermal level to that of well-being that integrates with body treatments and
psycho-physical regeneration, nature, artistic and food and wine beauties of a territory.

3.2. Thermalism from an Italian Regional Perspective

According to the latest Ebiterme (2018) surveys, at the end of 2017, there were 321 hydroponic
and hydrotherapy establishments in operation in Italy, 90% of which carried out their activity
under the accreditation regime of the National Health Service (Figure 5). This means that Italian
operations not only use mineral water that is effective in treating various chronic diseases and
enable functional rehabilitation, but also meet the structural, organizational and professional
requirements necessary to be able to operate on behalf of public health (adequacy of facilities,
availability of personnel with specialized skills, accessibility and quality of care, compliance
with health and hygiene regulations, etc.). Their primary function is, therefore, to establish im-
portant safeguards aimed at satisfying the health demand of the population, in compliance with
the principles of therapeutic appropriateness and managerial efficiency.

The spas are located in 153 municipalities and consist of 62 spa resorts, 22 seaside locations,
13 heritage cities, 12 mountain resorts, six hill towns, five lake resorts, and 34 other types of
locations. Excluding the three urban cities equipped with thermal centers (Naples, Genoa and
Bologna), the locations in question are generally characterized by their reduced demographic
density, with about 10,000 inhabitants in the north, about 13,000 in the central area, and about
15,000 in the south. The locations of the hydrotherapy establishments show a marked capacity
for accommodation, bearing in mind that they have 5,346 hotels with over 401,000 beds (com-
pared to 2,248,000 thousand hotel beds surveyed by ISTAT at the national level). Naturally, the
share of beds in seaside resorts with establishments (equal to 55.5%) exceeds that of spa resorts
(27.3%) and other tourist sites (17.2%).

The hotels owned by the spa companies, often called ‘hotel Therme’, have a total of around 30,000
beds, corresponding on average to just over 100 beds for each structure. This is an appreciable
figure especially considering two circumstances. Firstly, some large parks and spas do not have
their own accommodation facilities and make use of agreements with adjacent facilities. Sec-
ondly, almost all the accommodation capacity is accounted for by the superior category hotels,
equipped with comfortable rooms, sports facilities, wellness centers and, where space allows,
large halls for so-called congress tourism (i.e., exhibitions, conferences, seminars, conferences,
workshops, etc.). However, in general, the hospitality establishments located in the spa resorts
are characterized by high quality standards, not just the hotels owned by the spas. In fact, in spa
resorts, the share of hotel accommodation is 72% and that of non-hotel facilities is 28%, against
a national average of 45% and 55%, respectively. In the locations in question, the hotels with at
least three stars represent almost 90% of the total, against a national average of less than 80%.

Taking into account the marked geographical concentration of entrepreneurial activities (Figure
1), it is possible to divide the entire national territory into four areas: the first comprising the first-
ranked regions, which are at the top of the ranking by number of spas, namely Campania (96),
Veneto (92), Emilia Romagna (23), and Tuscany (21); the second includes the regions that are posi-
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tioned immediately after the leading group, namely Lazio (15), Lombardy (14), Piedmont (10), and
Trentino-Alto Adige (9); the third includes the regions that are located in an intermediate position,
namely Marche (8), Calabria (6), Sardinia (6), and Sicily (5), and finally, the fourth includes the
regions that are located at the bottom of the ranking in question, namely Friuli-Venezia Giulia (3),
Abruzzo (3), Puglia (3), Valle d’Aosta (2), Umbria (2), Basilicata (2), and Liguria (1) (Figure 6).
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Figure 5. Number of thermal establishments for territorial districts in Italy
Source: Ebiterme, 2018
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Figure 6. Ranking of regions by number of accredited spas in Italy
Source: Ebiterme, 2018

The four spas in Apulia (Figure 7) are the Terme di Castelnuovo della Daunia in the province
of Foggia; the Terme di Margherita Savoia (Barletta-Andria-Trani); the Terme di Torre Canne
in the province of Brindisi and the Baths of Santa Cesarea (Lecce). The second represents a
particularly interesting case study due to its geographical location and the related tourist impli-
cations. The history of Margherita di Savoia is the story of its primary resource: the sea. The
city has always lived in perfect symbiosis with the history of its ‘Salina’ (it’s made up of a vast
expanse of still water divided into pools for the production of sea salt), which determined its
current economic and social situation. Over time, the socio-economic dichotomy between the
city and the Salina has turned into multipolarity: the Salina, the baths, the reserve, the inhab-
ited center. The territory of Margherita di Savoia covers an area of 360,000 hectares, of which
almost 400 constitute the inhabited center and the remaining part is occupied by the Salina.
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Terme di Torre Canne

Figure 7. Spas in Apulia, Italy
Source: Ivona, 2019

The population is 11,885 inhabitants (2018 data of Italian Institute of National Statistic), with a
decrease recorded in the last 15 years of almost 8% (12,677 inhabitants in 2002) and a popula-
tion density of 329.74 per square kilometer. Unlike the remaining Tavoliere and, more generally,
the Province of Foggia to which Margherita belonged until 10 years ago (whose climate is warm
temperate with tendencies to continentality, due to the protection of the Apennines to the west,
the Gargano Promontory to the north and the Murge to the south, and to the rebalancing effect
of the Adriatic Sea), the coastal plain represents a climatic island with particular peculiarities
especially as regards rainfall. The annual rainfall is between 450—-500mm. Average monthly
temperatures are between 8.8°C in February and 26.9°C in July; the average is around 17.6°C.
Evaporation is 340mm in July and 90mm in the December-January period; in total the year
shows values higher than 2,300mm (Palmisciano et al., 2000).

The aforementioned climatic conditions (low rainfall and high salinity conditions) and the par-
ticular morphology (a flat space with depressions that allow the entry of sea water into the
evaporation tanks due to a natural gradient) of this part of the Apulian territory are among the
factors that favored the initial location of the Salina and later induced their greater transforma-
tion and enhancement.

It could be said that the life of the Margheritans has always been linked to that of the Salina, so
much so that, in some official documents of the past, the name of the inhabitants was Salinars. The
increasing mechanization introduced in the salt production cycle obviously had negative conse-
quences on employment within the Salina. Over the years, employment has shrunk dramatically;
from the approximately 660 employees of the beginning of the 1980s to the current 130. The great-
est contraction of jobs has concerned, above all, the workers but the reduction over the years in the
number employed among administrative and managerial staff has been less drastic but constant.
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These data, then, appear even more negative if we consider the amount of employment in the
1960s and 1970s, when manual and annual harvesting employed around 500 permanent and
2,000 seasonal workers, who together accounted for 15% of the Margheritan population of that
period (almost 13,000 inhabitants). The number of available jobs was so high that it was nec-
essary to resort to workers from other municipalities. Although the prevailing activities were
fishing and agriculture, the months of seasonal work at the Salina represented a source of in-
come supplementation of considerable value for the entire Margheritan community. The Salina
of Margherita di Savoia is the most important and extensive saline of marine origin in Europe. It
extends for 20km along the Adriatic coast and covers an area of 4,500 hectares, of which 3,500
hectares is evaporating pools, 500 hectares is saline basins, with an annual production of about
500,000 tons of salt.

Currently the main activity connected to the Salina is that of the Baths that use the mother wa-
ter and the mud of the Saline. In 1991, the agreement with the National Health Service ceased
to exist and this has led to a considerable decrease in attendance at the spa; despite this, the
average attendance recorded in the six months of opening (from May to October) is around
30,000, with an average annual increase of 3%. La Salina, whose origins date back to 200 BC,
is also declared a Wetland of international importance, pursuant to the Ramsar Convention; it is
the largest animal population natural reserve in Central-Southern Italy, where between 20,000
and 50,000 species of fish and birds coexist. With its 3,871 hectares of surface, the Salina rep-
resents the largest regional extension (71%) of humid environments with shallow waters and
mud expanses. Over the years, however, the ‘City of Salt’ has turned into something else, into
something not well-defined in the awareness, and in the behaviors, of its inhabitants and of the
leading groups of the community. In terms of income, there is no doubt that tourism in its many
forms (seaside, thermal, cultural) is, and must be, the driving force of the local economy, as has
happened in other salt cities. The first spa with modern criteria was built in 1930 and was owned
by the municipality, while in 1947 the privately managed thermal baths were built and, in 1988,
they were modernized and brought up to European standards.

The center uses the mother water and the mud contained in the basins for the extraction of the
salt. The sludge is mineralized in contact with the mother water. They are also enriched, always
in a natural way, by the organic components provided by the microalgae and by the small crus-
taceans contained in the basins. Given the size of the Salina, the supply of sludge to the spa is
constant. The empirical use of mother water for healing purposes is confused with the evolution
of the municipality itself, so much so that its use can be traced back to Hannibal himself in
210 BC. Until the opening of the thermal establishment, and even in the following years, many
people used to dive in drains with a muddy bottom of the residual waters, without any medical
supervision. In thermal waters it is, instead, expected that the mother water is diluted with water
heated to this gradation, in such a way as to allow a more rational therapeutic use. This is be-
cause temperature, degree of concentration, and immersion times are different according to the
pathologies considered. The same procedure is also applied to the sludge, which is deposited in
special tanks and mixed there. The current and modern facilities cover an area of 15,000 square
meters. Numerous departments are provided for various types of care.

The economic development of Margherita di Savoia until the 1970s was positively influenced by
the thermal activity; subsequently, seaside and second-home tourism developed considerably.
At the beginning of the new millennium, in addition to tourists mainly of local origin, tourists
of international origin also visited, with a constant rate of increase. Some analyses carried out
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(Rinella, 2019) testify to the importance that thermal activity has played in the birth and de-
velopment of this locality and how much it has been able to actualize this attractive heritage,
placing it at the center of its development strategies, considering it as a structural invariant that
is an “essential component of the territory around which individual and collective initiatives
are developed, and from which all local development strategies depart” (Rinella, 2019, p. 52),
and striving to make the tourism product recognizable through the strengthening of the virtual
image, now considered essential to “improve the effectiveness of tourism communication and
strategies for commercial penetration on the main markets for irradiation of demand” (Rinella,
2019, p. 53). Today, more than ever, spa resorts it is essential, beyond the integration with the
wellness sector, to take a further step aimed at creating a more meaningful connection with
the surrounding locality: the competitive challenge can only be won based on the organiza-
tional ability of the tourist space as a whole, as it is precisely the changes that have occurred
in the overall scenario that make it necessary to formulate strategic responses that are not only
functional, but regional, in order to transform the Baths of Margherita di Savoia into a lasting
opportunity for local regional development.

To complete the summary of the Apulian spas, a brief mention of the other centers. The ther-
mal baths of Castelnuovo della Daunia use the mineral water from the “La Cavallina” spring.
Hydropinic treatments are carried out for diseases of the digestive system. The entire complex
is in the process of being completely renovated to expand the services offered also through new
soil perforations which will allow greater extraction of water from the underground source. The
others two spas, Torre Canne e Santa Cesarea are located in the southern part of Apulia in the
sub-region of Salento which, in recent years, has recorded the highest number of tourists. The
Baths of Torre Canne are affiliated with the National Health Service and classified as the first
‘super’ level; they offer treatments for respiratory tract and ear, for rheumatic and orthopedic
diseases (mud-balneotherapy), for vascular diseases (walkways), physiotherapy and rehabili-
tation, and beauty treatments. The knowledge of the therapeutic virtues of the waters of Torre
Canne goes back over a century. At the Terme di Torre Canne there are 11 pools coming from
underground waterways and two of these have been particularly studied on the physical-chem-
ical and therapeutic side: the number 11 pool, named Torricella, and the number three pool,
named Antesana, have been recognized as having important properties for the health and well-
being of the body. In the drainage channel and in the ponds originating from the springs there
is a mud deposit formed by millennia that, thanks to the maturation in the thermal waters, has
valid therapeutic properties. It is natural mud composed mainly of calcium alumina silicate and
iron. Further south, on the coast between Otranto and Santa Maria di Leuca, are the Baths of
Santa Cesarea. The origin of the thermal springs of Santa Cesarea dates back to the 16th century
when the healing properties of the waters of Santa Cesarea were attested, but it was not until the
end of the 19th century that their exploitation became systematic, thus beginning the tradition of
the Baths of Santa Cesarea. The thermal waters of this area gush out within four coastal caves,
at a temperature of about 30°C. They are particularly indicated for the treatment of dermatolog-
ical, gynecological and respiratory diseases.

4. CONCLUSION

Thermal tourism could be an interesting development tool for some regions and countries, if
based on themed, resource-based, co-creation opportunities, presented in an appealing format,
together with wellness tourism. In fact, there are revenue-earning business establishments as-
sociated with the wellness, recreational, and therapeutic uses of waters with special properties.
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Italy has a particular quality, which is important for health tourism, namely the availability of
natural potential for the development in any direction in this field. Thermal tourism in Italy was
not established with that purpose, and it requires a sound knowledge of the market to success-
fully cater to market segments that are interested in the experience. Heterogeneity in demand
and distinct economic potentialities may be relevant to determining the most important target
markets and corresponding positioning and product development. In fact, in the spa resorts,
a higher share of the accommodation capacity is absorbed by the hotels, especially those in a
higher quality category, is one of the reasons that evidences the greater economic impact of
wellness tourism compared with the other components of tourism.
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Abstract: Developing the country image as a tourist destination should be reviewed carefully so the
positions on the competitive markets can be developed successfully. The process of organizing, man-
agement and monitoring the image of a tourist destination is way more complex compared to that of
individual companies of the market. That way the building of a brand of the tourist destination cannot
be compared with branding strategies of traditional goods and services. That’s why the managers of
Bulgaria as a spa and wellness tourist destination should be aware of the situation inside the country
— of the strengths and the weaknesses, as well as of the situation outside, including possible opportu-
nities and threats. The whole strategy for developing the destination and the image strategy should be
harmonized with the vision of the government, the local people and of all stakeholders in the first of spa
and wellness tourism. The aim in this chapter is to outline some key steps for building a unique image
and brand of the destination by using the chosen tools for interaction and methods for developing spa
and wellness products in order to achieve an identical distinctive image.

Keywords: Bulgaria, Spa and Wellness Destination, Distinctive Image, Planning, Monitoring, Improving.

1. INTRODUCTION

Destinations most commonly have two channels that work simultaneously to develop their
image and brand. On one hand, there are the oral recommendations ,,word of mouth” and
the opinions of people who have already visited the destination. This channel is getting more and
more influential because of the huge role of social media. On the other hand, there are the offi-
cial advertisements that include different advertisement channels, marketing campaigns, direct
promotional activities, internet presence, printed informational materials and PR campaigns,
as the requirement is the strategies of the destinations to be harmonized during the delivering.

Each culture is different and so the advertisement and the marketing of the tourist destination on
an international scale are influenced by it. The tourist managers of the destination should be aware
of the already existing image of the country that is in the mind of every tourist and also in compa-
nies all over the world. This is an important base for developing a strong brand of the destination
and this itself will make it into an attractive and successful destination. These days managers have
a large variety of marketing instruments for generating a distinctive image. In spite of that, the
pride of the people that work for a certain organization and of the local people as well are some of
the most valuable means for taking an outstanding position on the competitive markets, especial-
ly through employees that directly communicate with tourists and are involved in satisfying the
needs and the expectations of the spa and wellness tourists. Therefore, being proud of the country
one lives in, of the organization where they work for or of one’s own cultural history is not only a
strong emotional expression, but also a part of everyday motivation. Besides pride, the team work
and also increasing the engagement of every single person can also be strengthened.

! Konstantin Preslavsky University of Shumen, Department of Geography, Regional Development and Tour-
ism, 115 Universitetska str., Shumen, Bulgaria

91


https://orcid.org/0000-0002-8459-3071
https://doi.org/10.31410/tmt.2019.91

4™ International Thematic Monograph:
Modern Management Tools and Economy of Tourism Sector in Present Era

Developing a positive distinctive image of the destination should start with the people who
live and work there. Local culture, traditions and beliefs, the organic image, should be a base
for development and advertisement of the tourist destination. In addition to that, the managers
of the destination should be aware that the models of intercultural communication can totally
differ from each other and in some cases, they might not be understood in terms of contents or
appearance (facial expressions, body language) which is owed to the lack of intercultural knowl-
edge. That way the branding of the destination in reality leads to developing a brand by people
who live or work in the said destination. These people are responsible for creating the image of
the tourist destination and symbolize that. It is not about where the destination is geographically
located but is more about the local people who make the difference and highlight the uniqueness
of their own country and the tourist place. That way the cultural environment of the country
plays a vital role in developing a branding strategy and creating an image of the destination.

A poorly developed strategy as well as using an inconsistent image can influence the choice of
the tourists in a negative way. After the image of the country as a tourist destination has re-
ceived a negative overtone, the managers of the destination should present the negative image
in a more positive light which includes the development of innovative, powerful and positive
associations with it instead of wasting effort defending the negative image. The cause of the
problem should be analyzed in order to move forward with a successful transfer of the image of
the destination in the long term.

In the contemporary conditions the managers of a tourist destination should take action at the
earliest stage possible especially if the tourist destination and its image and brand require an
innovative approach. However, it should be kept in mind that the managers of a tourist des-
tination don’t have full control over the existing information, communication and publicity
about the image of their own destination. The reason for that is the exceptionally various and
accessible information sources all over the world, including the experience of relatives, friends,
colleagues, the public media and printed campaigns (tourist leaflets, books), as well as the en-
tertainment fields that include movies and celebrities. In spite of that, tourist managers should
be able to control the media in the range of their competence, including using independently
developed advertisement and marketing campaigns. It’s necessary for these messages to appear
on the market in a consistent way and to guide to the right image of the destination and the ser-
vices it provides. If the transferred image is not realistic, the expectations of the clients cannot
be fulfilled.

The advertisement of a certain destination is meant to create a space of positive images and
ideas which will attract tourists. It naturally uses USP (unique selling proposition) — the unique
sights of the destination that represent the tourist interest and that allow them to be connected
in a united complex. Images of “unknown places at the destination”, “a mysterious world”,
“other cultures” and so on that are formed as a result of individual or collective representations,
symbolically wrapped and presented to the tourist as a kind of “warranty card” that is issued for
the local sights and expected experiences that await the tourists there. In other words, this is an
image strategy which from the point of view of the communication system includes messages

for the image that were created with a certain goal.
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2. PLANNING AND ORGANIZING THE ACTIVITIES
FOR BUILDING AND MAINTAINING A DISTINCTIVE IMAGE

Bulgaria as a tourist destination and its promotional values often do not succeed to uniquely
represent its strengths, for example, mineral springs, rich culture or positive lifestyle. Therefore,
the coordinated advertisement and marketing activities that include materials and additional ad-
vertisement activities for the destination are important for developing and maintaining not only
for the attractive image but also for reaching stronger positions of the tourist market.

Four strategies can be offered for building a positive attitude towards the Bulgarian spa and
wellness destination depending on two factors (level of involvement and motives that drive the
decision for a purchase).

 Strategies for decisions with a low degree of involvement and informational motives
— the highlighting of one single profit that is clearly presented and easy to remember
is enough and is aimed at creating trust. That’s why traditional advertisement commu-
nications with the addition of PR techniques and demonstrations of spa and wellness
products can be used;

+ Strategies for decisions with a low degree of involvement and transformational motives
— the goal is to get a positive emotional response. We can bet on a unique vision and
feelings as well as on the attractiveness of the message so it can be liked right away
and for it to be able to create positive emotions, even though it might not assure in the
truthfulness of the statements;

« Strategies for decisions with a high degree of involvement and informational motives —
it should be taken in account that here it’s not enough to only attract attention and to give
knowledge through the message but it’s necessary for the message to be received. That’s
why it’s important to be familiar with the attitudes on the target markets towards the spa
and wellness tourist product and towards Bulgaria as a destination. Ensuring enough
time for receiving and processing the message and creating trust in the source are key
factors here. That’s why it’s suitable to use printed ads instead of electronic media and
the authority of celebrities as a PR tool. The goal is to convince the public in the benefits
and the advantages of the offered spa and wellness product and to accept it as a whole
with the destination.

+ Strategies for decisions with a high degree of involvement and transformational motives
— the message should accentuate on the emotional authenticity, on creating a personal
experience which will be strictly individual and appropriate to the wishes and the needs
of every spa and wellness tourist. The goal is to achieve identification with the adver-
tised image.

When choosing the tools for the realization of the different strategies it should have in mind that
one tool or media can be suitable for informing but not suitable for creating an attitude.

Another important aspect that should be kept in mind is the financial one. Different resources
are needed to create and maintain the different strategies of the destination. These means can
be split into financial and organizational and also include the time factor. Accentuating only on
the financial component by comparing the annual budget of the destination with those of other
tourist destinations would be an obstacle. It’s true that tourist destinations that have a larger
amount of financial means are more likely to be successful when an attractive positive image
and brand are being developed. But elements such as historical heritage, local people, celebrities
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from the said country, the condition of the country as a whole, or worldwide known celebrities
can have a positive impact.

Except for being troubled by limited financial resources, there can be additional challenges
which destination managers should face, for example political conditions inside and outside the
destinations, economic crisis and terrorist attacks as well as natural catastrophes. Some more
special challenges are those that have to do with terrorism, political conditions and possible
negative announcement in the media which can be the reasons for the negative image of the
destination and can damage it beyond repair.

Different strategies can be used for strengthening the recognition of the image:

* Theming — a thematic accent from the field of the worldwide image of the spa and well-
ness products is put or it’s accentuated on the regional and the local specifications and
traditions;

» Regionalizing — it’s accentuated on the unique image of the spa and wellness products
by a clear relation with the regional specifications;

» Personalizing — the huge popularity of celebrities is used for getting to know the indi-
vidual characteristics of the destination;

» Connecting — building networks on a regional, national and international level between
spa and wellness centers with the goal of mutual advertisement at specialized fairs and
markets as well as for increasing the activity of the products offered;

* Limiting — in the contemporary heavily competitive environment, spa and wellness
tourists can choose a destination depending on their needs and financial means. That’s
why specialized products should be offered for a limited time and to a limited number
of tourists so they can become even more attractive to them;

* Finalizing — using already standardized brands (for example Turkish baths, Finish sau-
na, Thai massage and etc.) with the goal of tourists to receive the needed security for
the quality;

Quality strategy — ensuring quality spa and wellness services depends on the availability of the
necessary natural resources, the good specialized infrastructure, the well-trained personnel, the
good research of the penetrated and the potential markets. The successful use of this strategy
leads to creating satisfaction from the products and loyalty towards the destination.

The development of a successful and attractive distinctive image of the destination has three
stages:

» Image of the destination as a whole — it’s a construction which consists of subjective and
personal information about it, which is different for each person;

» Branding of the destination — it plays a vital role in the building of the emotional side of
the image of the destination and can be categorized as unavoidable;

* Individuality of the brand — the human part of the process. This step is the main drive
of the created image of the destination as different characteristics such as uniqueness
or excitement are being used or the destination being positioned as a family-friendly
destination.

* Based on this procedure and on the results from the analysis and the assessment of the
image of Bulgaria as a spa and wellness destination a plan for organizing the activities
for building and maintaining its distinctive image has been developed. This includes:
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Carrying out an active campaign for introducing the unique natural resources and

specialized infrastructure for spa a wellness tourism through:

» Realizing advertisement campaigns that accentuate on the riches and the diversity of
the mineral springs and the qualities of mineral waters for specialized therapies which
makes it stand out among the other competitors;

» Organizing introductory trips for representatives of foreign travel agencies with the
goal of getting to know the conditions that the spa and wellness centers the medical spa
centers and the thalassotherapeutic centers offer;

» Organizing training courses for specialization and additional qualifications of the peo-
ple working in the field of spa and wellness tourism.

Coordination between the stakeholders in spa and wellness tourism and improving

the communication policies for popularizing Bulgaria as a destination with a distinc-

tive image for spa and wellness tourism through:

» Coordinating the actions of all stakeholders for the production and the offering of those
specialized products;

* An opportunity for carrying out collaborative events such as conferences, round tables,
attracting Bulgarian and foreign experts for popularizing spa and wellness tourism;

+ Participation of stakeholders of all levels at international tourist markets and specialized
fairs for spa and wellness tourism;

» Carrying out advertisement campaigns for Bulgarian spa and wellness tourism at a lo-
cal, regional, national and international level;

» Synchronizing the efforts for preserving traditional and culinary practices that are in-
cluded in Bulgarian spa and wellness tourism.

Expansion of tourist supply by introducing cultural events that influence the choice

of Bulgarian spa and wellness tourist product by creating destination networks with

thematically connected:

¢ Annual festivals, concerts and so on;

¢ Annual trade exhibitions, fairs, tourist markets;

» Annual events that have to do with the local lifestyle and ethnic groups;

e Annual international cultural events;

» Annual events that have to do with traditional production (production of rose oil, wine
and so on).

Building and maintaining a distinctive image of Bulgaria through launching PR

campaigns:

» Popularizing it as a secure, calm and safe destination;

* Perceiving the destination as well-known and prestigious for spa and wellness tourism
by celebrities;

» Advertising it an as exotic and authentic destination for spa and wellness tourism,;

» Carrying out regular surveys among the producers and the consumers of those special-
ized tourist products.
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3. MONITORING THE STABILITY OF THE IMAGE

The image of the spa and wellness destination Bulgaria is a result of an endless thought process
in which two different main forces function — a controllable and an uncontrollable force and
that’s why it is different at different times.

» The first one is about the efforts spent on promoting, the ways of access and the tourist
infrastructure that were build and prepared by the stakeholders and the traders for stim-
ulating tourists to visit their destination.

» The second one is about those forces which are out of the control of the stakeholders
or of the marketing that derive from the social and the psychological characteristics of
tourists such as an experience from a previous trip, motivation, the local people and
the attitudes of the providers of services towards tourist activities and the interaction
between tourists at a foreign destination.

Both forces influence the sources of information, which influence tourists to build a construc-
tion in their minds that leads to the formation of an induced and limited image and they let
tourists to create and structure the perception of the stimulus. After that, the image of the desti-
nation is formed as a result of the tourist’s knowledge that was obtained for the occasion (cogni-
tive component), the feelings and the attraction towards the destination (affectional component)
and their intentions or behaviors in future (conative component). After that the functional and
the psychological characteristics of the general image of the destination are created by tourists.

The creation of a full image of the destination allows the tourists to narrow down the potential
vacation options to one or more previously selected destinations so that in some moment in
the future the process of making a decision is made based on a precursory image that can go
through future changes depending on time and distance.

The image of the destination also affects the expectations of tourists before the experience and
of the generated expectations during the experience at the destination (image of the place). A
new image of the destination can be created after the tourist comes home and revises and as-
sesses everything (follow-up image). Also, if the assessment is positive (satisfaction) it can lead
to an intention for another visit of the destination or it can be recommended to friends and fam-
ily. But if the assessment is negative (dissatisfaction), this can lead to a negative word-of-mouth
advertisement and to no intentions for a following visit.

Regardless of the fact that managers cannot have full control over all communication channels,
they should undertake all measures possible to guarantee a consistent and positive image. It is
also important for them to react immediately to a negative image or communication in order to
avoid the destruction of the brand. The key to success is constant monitoring and control of the
messages transferred, as well as always being prepared for changes in the brand of the tourist
destination if they are necessary. However, any change that needs to be made, should be done
in a coordinated way.

Therefore, in order to be a successful spa and wellness destination, Bulgaria should know what
exactly to offer on the market and should be clear with the expectations and the requirements
of the individual tourists. The successful image of the destination should not only be liked as
truthful but also to be suitable for the local conditions in the country. That’s why there is a need
from carrying out a monitoring, the main goals of which is to ensure the synchronization and
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the mutual help during realizing the activities. The goal is to set up management results that af-
fect the promotion and the positioning of the tourist destination. One of the most important chal-
lenges of promoting is to recognize their strengths and weaknesses. The structured technique
that is used in the work (the multi-attributive approach for assessing the nature of the image of
the destination) is a very useful tool for getting information on both aspects. Later on, promoters
should use various activities to maintain the strengths and to improve the qualities where weak-
nesses are found. That can be done through the mass media or by improving strategies for the
natural and the cultural resources. In addition, structured methodology allows us to understand
whether the image perceived coincides with the planned or the promoted image. If they differ,
it means that the destination is not well-positioned. In this case it’s needed to redefine the com-
munication for the destination in order to improve the perceived image on the target markets.

As tourists use cognitive and affective dimensions to form an image of the destination, in the po-
sitioning promoters should not only highlight the physical characteristics but also the mix of emo-
tions or feelings that the destination will wake in the tourists’ minds. In the first case the individual
beliefs should be strengthened and in the second — the tourist advertisement should be aimed at the
emotional or sentimental component. If the ad (the promotion) is done right, the tourist destination
will have a privileged position for the individuals in the process of making a decision.

It should be kept in mind that individuals with different motivations and cultural values perceive
a tourist destination in different ways. Based on the positioning of the destination as a whole,
promoters should segment the market and find a specific way of communication with each
group of tourists. It is necessary to find a way of communication that does not wake all emo-
tions but just the ones that are related to the psychological motives of each group of tourists. A
better affective image will be achieved as a result. At the same time, more effort should be put
into increasing the trust in the destination in tourists with different cultural values. One of the
most important goals of the advertisement is to decrease the distrust in the destination before
it being visited. If this is achieved, it will be perceived as more familiar and attractive for the
target markets compared to its competitors.

In terms of monitoring the stability of the image build in the context of branding, the brand can
be viewed as the most powerful element in the advertisement of the tourist destination and the
most valuable element for a brand is uniqueness. While monitoring strategies for imposing the
brand, four aspects should be kept in mind.

* Recognizability — the general presentation or the slogan of the destination should be
strong, unique, clearly defined and differentiable. Even if the name of the destination
isn’t included, it should be recognizable for potential consumers.

» Uniqueness — if the destination is trying to attract every target group, this will not only
cause confusion in the minds of the potential tourists but will also lead to a complicated
process of image development. That’s why the tourist destination should clearly define
its target groups to position itself properly on the market.

* Acceptance is the third element and it’s about the level of approval not only from the
tourists but also from the local people. Local people should support and be in harmony
with the basic strategies of the destination. Otherwise, there can be a difference between
the prior ideas and reality and so the image of the destination will differ.

 Translatability — the positioning as a whole should be coordinated with the values of the
parties which should be clearly understood and applied from the stakeholders in spa and
wellness tourism.
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In the process of monitoring the stability of the image we should keep track if the requirements
for the created innovative tourist product are being followed in terms of:
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Standardization — whether the requirements of Regulation Ne 2 from 29 January 2016
(in force since 9 February 2016) for the conditions and the procedure of certification of
balneo-healing (medical spa) center, spa center, wellness center and thalassotherapeuthic
center* are observed and if the services offered live up to the compulsory standards. The
goal is to create a unified tourist register. 128 centres have been certified until this moment;
Specialization — whether the requirements for it are observed based on the quality of the
available natural factors (mineral waters, healing mud, sea water and so on), the qualifi-
cations of the personnel and the therapeutic programs in the specially equipped rooms;
Authenticity — whether the offered spa and wellness products are appropriate to the place
and the region in terms of Bulgarian culinary traditions, the use of wines of authentic
Bulgarian types, the influence of the enological and gourmet culture, the use of local bio
products and superfoods. The introduction of a certificate for a guaranteed origin for a
certain specialized product become attractive on its own by presenting the identity, the
cultural and historical traditions that are typical for the region and has a positive effect
on the tourists’ perception as it coincides with the image of tourism in the destination.
Simulation — whether the requirements for including programs and scenarios from the
cultural heritage in the spa and wellness therapies that date back from the Roman Em-
pire, for including tourists in characteristic customs and rituals during therapies and for
the possibilities for participation of tourists in production that is traditional for Bulgaria
(rose oil, wine, milk, honey and others) as a part of the spa and wellness experience;
Complexity — whether spa and wellness tourism is included in “destination networks”
with other types of tourism for receiving a more complex product and fullness of the
experience during the vacation;

Richness - whether the requirements for competence, fullness and fantasy in the spa
and wellness tourist products are observed so they can offer original, captivating and
attractive offers;

Whether the spa and tourist products create the necessary conditions for the orientation
of the spa and wellness products towards the local people;

Whether the requirements for moderation of the usage of the tourist potential are ob-
served for its preservation. Whether the measures for managing tourists are observed
(measures for managing the access, measures for optimizing the access to the special-
ized infrastructure) for their spatial and quality distribution in order to ensure their
safety, reduce the negative influences in the busiest spa and wellness centers and re-
directing some of the tourist flow to other centers so all capacities of the specialized
facilities are in use.

Coordinating and synchronizing the efforts of the stakeholders — whether optimal coor-
dination is realized through harmonizing the actions of all stakeholders for the produc-
tion and the supply of those specialized products, carrying out mutual events such as
conferences, round tables, attracting Bulgarian and foreign experts for popularization
of spa and wellness tourism, whether the participation of the stakeholders on all levers
in tourist markets and specialized fairs for spa and wellness tourism are effective, as
well as control over the efficiency of the carried advertisement campaigns of Bulgarian
spa and wellness tourism on local, national and international level.

Monitoring the stability of the competitive strengths of Bulgaria as a spa and wellness
destination from the point of view of the USP through regular research on the tourists
for overlapping the expectations with the results in terms of gaining a feeling of unique-
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ness, of receiving a specific profit from practicing spa and wellness tourism in Bulgaria
and in terms of the degree of conviction of the supply.

* A possibility for formulating USP is the highlighted “democratism” which exists in
Bulgarian spa and wellness hotel complexes in terms of guaranteeing a certain minimal
access of tourists and visitors to use mineral waters and the spa and wellness services
that are related to them. Such distinguishing trait cannot be found in most spa and well-
ness centers that are municipal or state property in France, Spain or Portugal.

A main task of monitoring is observing and measuring the achievement of the set goals and of
their efficiency in the process of their realization. As a result of its realization, corrections and
updates can be made in the way of execution. The current monitoring has a particularly impor-
tant role in long-term planning which is realized in a few phases. This requires coming up with
a system for current monitoring and periodic assessment of the state and the dynamics of the
development of spa and wellness tourism. This approach allows to assess the results from the
undertaken measures and the set goals and tasks for the development of Bulgaria, to identify
the main problems and to make recommendations for change and development of policies, pro-
grams and initiatives from the strategy. As getting an assessment based on the expected and the
achieved results is an important moment from the realization of the strategy, the influence and
the satisfaction in the current study, this assessment for the Bulgaria spa and wellness destina-
tion was made based on specially collected and analyzed information that was executed based
on explicitly defined criteria and standards for adequacy, efficiency, stability, justice.

Sticking with the chosen strategy for spa and wellness tourism will lead to increasing the com-
petitiveness of Bulgaria as a tourist destination. This means not only increasing the number of
tourists in limited number of resorts but balancing the visits in all spa and wellness centers in
the country and throughout the whole year, increasing the average stay of tourists and increas-
ing the revenues from tourist visits in the country. Bulgaria will become more competitive on
the tourist market not by offering the lowest prices for a part of the tourist industry but through
using suitable prices in terms of the quality of spa and wellness tourism which include smart
profit and allow investment in the development of tourism in the country. The increasing of the
competitiveness of Bulgaria as a tourist destination means achieving economic growth through
tourism aimed towards improving the quality of life in the country, preserving the natural and
cultural diversity for the future generations.

4. THE DISTINCTIVE IMAGE OF BULGARIA AS A SPA AND WELLNESS
DESTINATION - RECOMMENDATIONS FOR IMPROVEMENT

Building a distinctive image of the destination usually starts with a precise positioning and
defining the target groups, the recipients towards who the advertisement impact or propaganda
will be aimed at. The image is not a constant, it should be always maintained, corrected and
renewed. Constructing the image should match the stereotypes of social views and behaviors
and should take in account the expectations of the community, the national and cultural speci-
fications and the level of education.

Positioning is also about the competitors as consumers often compare how the destination is
similar to or different from other competitors. That’s why the goal is to come up with a position
that takes in account not only our own strengths and weaknesses but also the weaknesses of the
competitors.
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Product positioning starts with the tourist product — the image of the product is positioned in
the minds of the consumers. It isn’t of great importance whether this image will express its
essential aspects or some insignificant characteristics. According to Wind (1980) the important
part is the selected target group to perceive the product with a clearly distinguishable image and
disposition compared to its competitors.

So, positioning should not only depend on the image but it can also create an emotional connec-
tion between the destination and the potential visitor. The process of positioning includes not
only the products and the services but also the way they are announced at the target market. It’s
also important to maintain a narrow focus and to not create a diluted image of the destination
while aiming at broader markets.

The important in the communication activity is not the image of the destination but the emo-
tions which it triggers. If they are strong, then the audience will assess the image well. People
get a feeling of surprise and joy when they experience something new. Therefore, the attention
in communication programs is concentrated on what’s non-standard, the unusual, the original
and the unique or whatever can conquer the soul and evoke feelings. The image isn’t just the
face of a destination, it’s also connected to those cognitive processes in the minds of the audi-
ence with the help of which it recognized the destination as one-of-a-kind and unique.

In other words, real positioning is with a market oriented and inspired differentiation compared
to the technologically oriented and inspired. According to Zhelev (2010) with the first one, the
idea of positioning stands at the beginning of the project while with the second one — at its end:
what should be suggested as an advantage to the consumers for the already created and intro-
duced image on the market.

That’s why the process of positioning includes different approaches which are needed to come
up with an effective strategy. Efficient positioning is based on the market principles which prod-
ucts and services use for solving the problems of the clients — to satisfy their needs and to give
the profits promised. At the best circumstances the decision should be different and better that
what is offered by the competitors.

Positioning on the market is a process of defining and choosing marked segments. Those should
be the existing visitors of the destination or new ones. It’s based on the knowledge about the
needs, the wishes and the perceptions of the target market as well as the advantages the desti-
nation has to offer.

Psychological positioning uses communication to recreate the identity and the image of Bul-
garia as a destination on the target markets. It converts the needs of the clients into images and
positions of the destination in the mind of the visitor. Psychological positioning is a strategy
that aims to create a unique image of the tourist product with the goal of sparking interest and
attracting visitors. Positioning can be objective and subjective. The objective one has the goal of
creating an image of the destination that reflects its physical characteristics, what actually is the
destination and what’s in there. If the destination has some unique function, it can be used for
objective positioning to create an image which will make it stand out from the competitors. Po-
sitioning is less successful if this function isn’t exceptional. Uniqueness is one of the first rules
of objective positioning. Subjective positioning reflects not the image of the physical aspects but
what is perceived by the tourists based on their experience.
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The first step needed for a successful change of the image of the destination is a careful study
of the existing image among the target audience as this is the image that ensures the base on
which the campaign will be built. Destinations with a positive image should create campaigns
that strengthen this image while destinations with a negative image should create campaigns
that improve and contradict the existing image. Destinations with a weak image should focus
their campaign first on increasing the awareness for them and to construct the image desired
only after that.

The change of the symbols and the signs for destinations like Bulgaria is an important compo-
nent of marketing campaigns. Logos and slogans are effective methods for delivering messages.
That’s why Bulgaria should take measures to change its logos which will give off a contempo-
rary spirit that will encourage tourism and will improve the overall image of the country.

The change of the target audience is an additional strategy that can be used by the ones who
make decisions for changes in the image of the destination. The image of the destination among
a certain target audience can be so problematic (for example with the so-called “alcohol or par-
ty tourism”) that overcoming it is almost impossible at that part. The campaign for creating a
distinctive positive image is particularly hard when the destination is often presented negatively
in international media (for example Bulgaria in British media). It’s important how widely the
negative image has spread among the target audience and if it’s actually possible to change that
image. If the image is not exceptionally unfavorable, isn’t very wide-spread and it can be easily
changed, the best strategy is to ignore it.

Another solution for this situation is to partially change the target audience or the type of tour-
ism offered. We should start concentrating on a different market segment which is less affected
by the problems depicted in the negative announcements. As a result, from the damage caused
by the mass youth summer tourism, advertisement campaigns should focus on spa and wellness
tourists from Western Europe with the suggestion that this type of tourists will be less sensitive
to the problems with the youngsters.

Communication campaigns are a limited tool that can have a short-term success but absolutely
can’t replace a long-term and consistent government policies. Even if it’s correctly done, the
work on the media aspects is important, but just one advertisement campaign isn’t enough to
lead to a significant change the activities should be realized in different channels that complete
each other. For example, members of the Ministry of Tourism should use media advertisement
but at the same time they should have also started a broad campaign for sales at tourist fairs all
over the world and constantly meet with tourist agents and tour operators. In other words, a few
techniques should be used in harmony with the goal of achieving the desired final result: adver-
tisement, public relations, promotions, direct mailing and marketing. In addition to the need to
use all techniques, it is important that all players, all stakeholders: the locals, the tourist sector,
the local authorities, the national government, local media, public relations as well as advertisers.

The image of Bulgaria abroad, falls behind and the world often doesn’t know what’s going on
here or learns the details late. The film about Bulgaria with popular Hollywood celebrities was
prepared and is shown during international forums and is also accessible on online; we’re look-
ing for lobbies around the world that will stand up for our cause; there are webpages about the
country on the internet. Or in other words, all the projects are in the field of advertisement and
informational activity. They are not only doubtful but they most likely won’t have any lasting
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effect if we have in mind the complicated situation and the complexity of the problem. The effect
will be temporary but after all, this is a beginning. Marinov (2010, p. 10) affirms that endless
efforts are needed to change the attitudes of outsider audiences and at the same time, changing
the context and modifying the communication field inside the country itself. There isn’t a more
convincing advertisement for a country than the joy and the enthusiasm with which its citizens
speak about it. Because the image of a country depends very much on its population.

Without the motivation of the insider audiences which have a key role in the positioning of Bulgaria
as a really interesting, hospitable and changing destination and without the informed and benev-
olent outsider audiences, the country won’t have a visible and successful brand. Advertisement
campaigns with no exact recipients, multidirectional informational messages and unpresentable
participation on prestigious tourist fairs aren’t a sufficient condition for presence and recognition on
the international market that is becoming more and more complex (Alexieva & Temelkova, 2013).

Among the choices that set the need for a new understanding of positioning of Bulgaria as a
distinctive spa and wellness tourist destination are positioning that is based on strategical man-
agement of the messages that are appropriate for a certain target group of consumers; creating
an overall strategy for the image of Bulgaria that is coordinated and realized mutually with
all stakeholders (government institutions, civil, cultural and educational organizations, society,
private organizations and others); as well as effective control and public assessment about the
results. According to Alexieva & Temelkova (2013) the image of the country is not static but it
rather changes all the time under the influence of numerous inner and outer factors which have
a direct or indirect influence on the created and the imposed image.

The building of all images needs active construction that is done by the PRs, as well as taking in
account the expectations and the preferences of the audiences. Because of the dynamic nature of
the target audiences, the maintenance of the image and enriching it with new desired elements is
an intensive process which shouldn’t stop. According to Popova (2012, p. 2) building the image
of country is realized on different levels. Its PRs are the state authorities, business organizations
and companies as well as every single person that is connected with this country no matter if
it’s their birth land or not.

Specialists also use the theory of balance according to which when the perceptions are bal-
anced, it’s likely for the attitudes to be stable. It’s useful for explaining the large use of celebri-
ties for advertising products as marketers hope that the popularity of the star will be transferred
to the product. In contemporary conditions, in the era of personalization, celebrities are very
often used for improving the reputation, for creating and introducing a distinctive image of the
destination but they shouldn’t be ones the target markets are impressed by and are trying to
imitate. People who are sensitive to social acceptance and the opinions of others, for example,
are more convinced by an attractive source, while those who are strongly oriented inwards are
captivated by a reliable expert source. At the same time, the perception for deserving trust even
from a reliable source can diminish if it advertises too many products.

Propaganda campaigns of different types have been a part of the historical development of na-
tions from the very beginning. Their success is owed not only to the quality of the campaigns
but to many other factors. There are many studies how advertisement campaigns convince peo-
ple, especially when people don’t fight against established stereotypes. They are as well much
more likely to believe media messages when they don’t have alternative sources of information.
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Petrova (1999) found that “the effect of trust” is very important and in advertisement it has the
meaning of trust towards the ad as a whole. The recipient perceives the nature of the adver-
tisement as a way of influence because of which the perceived information is defined more as
an unreliable source. The conclusion that should be made is that the positive effect of getting
informed from the advertisement will come right after its airing and its perceiving by the re-
cipient — later, after the second or the third week. The “unwillingness” of recipients to be ma-
nipulated and perceiving the advertisement as something with exactly such goals can give the
advertisement specialist additional hardships. That’s why it’s important how the opinion will
be presented — straight-forwardly or indirectly. The direct presentation of the opinion is seen as
more aggressive, as an aspiration to force someone else’s opinion and this can lead to the oppo-
site effect (the boomerang effect).

The reliability of the source is about perceiving the expert knowledge, the objectivity or wheth-
er the source is trustworthy. This dimension is related to the convictions of the consumers that
the communicator is competitive and is ready to ensure the needed information so competing
products can be assessed adequately. A reliable source can be especially convincing when the
consumer hasn’t learned a lot about the product yet and hasn’t formed an opinion about it. Sta-
tistically, the influence on the returns of advertisement by celebrities or experts is so positive
that it compensates the expenditures for hiring them.

Even though usually positive sources strengthen the change of attitudes, “the rule of the sleeping
effect” has its exceptions. Sometimes the source can be unpleasant and not liked and in spite of
that, it might manage to be effective in passing on the message of the product. In some cases, the
differences in the changes of the attitudes between the positive and the not-so-positive sources are
erased with time and it seems like people forget the negative source and change their attitudes.

Different methods can be used for improving the image of the destination. Choosing them de-
pends on the goals of the campaign and the time, on the economic situation at the destination
and its competitors, on the budget available and so on.

There are three categories of tools for image communication:

* Slogans, themes, positions — The choice of the slogan “Bulgaria. A Discovery to Share”
shows that Bulgaria is an unknown destination and its discovery is a challenge that
needs to be shared. “Bulgaria is a personal discovery that needs to be shared.” The dis-
covery has no value if it is not shared with someone. The theme is to encourage tourists
to think over and tell about their personal discoveries that are important to them (Te-
melkova, 2013). Another tool is positioning the image of the destination in regional, na-
tional and inner-regional conditions as a place for a specific type of activities or where
it has an important role (for example, Varna — European Youth Capital 2017).

* Visual symbols — many destinations have signature iconic places but it’s a must that the
visual image coincides with the slogan, the theme of the place and so on. There are four
main visual strategies — diversity (Sofia: not just a business center), humor (Gabrovo is pre-
sented as the capital of humor of Bulgaria), disproving, denying (for example, the lack of
ethnic tolerance by presenting a video in which there are tourists of different ethnic groups
and nationalities) and compatibility (to connect different elements of a certain destination).

» Events and activities — the use of celebrities and important events (sports, cultural, po-
litical) to help creating and introducing a positive image of the destination.
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The institutions and the organizations that are responsible for the development of tourist products
at a certain destination, have a rich arsenal of instruments for creating a positive image. Forming
a vision and introducing it to the tourists happens in the process of communication between the
ones creating the image and the recipients of the information. Promotion is a form of communica-
tion. According to Stavrev (2008, p. 100) it is a form of investment in confirming the positive idea
about a certain tourist destination. Promoting a destination includes the re-assessment and the rep-
resentation of the destination by creating and introducing a new image on the market for improving
its competitiveness that is aimed at attracting and keeping certain resources.

5. FUTURE RESEARCH DIRECTIONS

The “image” category is closely related to another term from the field of psychology - position.
The nature and the development of the process of a person’s actions that lead to satisfying one’s
needs, is also determined by one’s hierarchy of values as well as by one’s expressed emotional
positions which are a durable structure of the cognitive processes of the behavioral tendencies.
Positions that are formed based on generalized opinions of the consumers that stem from pre-
vious experiences, acquired knowledge and received information lead to relatively consistent
behaviors of people towards similar objects and phenomena. They can be defined as a thought
shortening that saves up time and energy for “unnecessary” thinking. From this point of view,
changing them is hard. However, when there is a need of change in the position, it would be a
must to reach to the opinions and the beliefs about that certain object and preformatting them,
or changing the ideas about a certain topic.

We should distinguish the attempts for changing the image of the destination while its reality
is actually changing and the attempts for changing image without making any changes. The
change should happen at stages:

» The first stage is diagnosis;

* Building a strategic vision;

* Planning the steps that are needed for creating a certain vision.

The effect of redefinition happens when the information is interpreted as different from the one
that has defined the existing image of the destination, as not matching the destination which the
recipient had built in their own world before. If the recipient interprets a certain message in a
way that shows them a certain aspect of his view of reality is incomplete, invalid or incorrectly
defined, then they will define the image of their reality again.

Kennet Bowlding outlines three ways by which a certain message can cause a new definition
of the image for the recipient: when they add, reorganize and fully clarify (Robert, 1992, pp.
98-99). For Bulgaria as a spa and wellness destination these certain actions can be applied to
improve the recognition of its image:

* First, new elements can be added to the image. This happens when the recipient inter-
prets information about certain aspects of their surroundings which they haven’t organ-
ized before or new information for a previously organized aspect of the surroundings
which is in conflict with the existing organization. When something new is learnt about
a certain destination, it’s not needed to make any general changes in the existing struc-
tures, the image is just defined anew by adding new information.

» Second, the structure of the existing aspects of the image can be organized again. This
type of redefinition is for when a certain message is interpreted as if it shows that some
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part of the surroundings has changed or that some part of the surroundings is organized
incorrectly. The effect on the image of the recipient is an effect of reorganization, of
creating new relations and new meanings.

 Third, the message might help clarify some of the dimensions of the image. Communi-
cations which neither add something new to the image, nor lead to reorganization but
which in all cases start off some changes by reducing uncertainty can be received.

The message can strengthen its credibility if the recipients perceive the qualification of the source
as relevant to the product which is advertised. The attractiveness of the source is about its per-
ceived social value. That’s why those suggestions are aimed at all stakeholders that have to do with
creating and imposing a stable distinctive image of Bulgaria as a spa and wellness destination.

The distinctive image is in fact specifying the strategic behavior that is harmonized with the
business philosophy. According to some authors, it should also contain the goals of the mar-
keting policies such as the desired market share, the popularity of the brand and the image in
relation with the chosen target groups and deadlines for achieving the said goals.

6. CONCLUSION

The results of measuring the image of Bulgaria as a spa and wellness destination show that there
are 5 main criteria that should be taken in account during its development as a whole. First, the
available, accessible and suitable natural resources, the local population and the specialized in-
frastructure should be used for creating tourist attractions. The next step is to create communica-
tional policies to make the destination popular. The third element is the availability of a well-func-
tioning communication network between the stakeholders. The fourth criterion is matching the
cultural events in Bulgaria that can influence the choice of the Bulgarian tourist product. The fifth
element includes the whole development of the spa and wellness tourist destination in a full view,
including the durability factor and performance that is appropriate to the changing market condi-
tions in the long term. These elements are closely related to each other and to the image of every
single tourist, including the individual basic needs with their emotional foundation.

The development of the successful spa and wellness tourist destination, of its brand and of the
transferred image and reputation is a prolonged and long-term process. If the brand of the tourist
destination is well-managed and maintained, it can lead to enormous success and profits. One of
the most important aspects for the image of the destination is to show not only the possibilities
for receiving a spa and wellness tourist product but also the tourist experience as a whole. The
brand of a successful tourist destination usually consists of a constant, meaningful and attractive
advertisement campaign that contains the main values and has potential to develop an exception-
ally innovative and pioneering brand. As an instrument, branding not only gives the possibility to
create a brand that is fully loaded with emotions but can also be viewed as a tool for developing
the loyalty of clients towards the destination and to influence its individual image among potential
tourists. This once again proves that the general strategy for branding Bulgaria as a spa and well-
ness tourist destination should be according to the requirements of the stakeholders.
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Abstract: In the chapter the basic European and international standards of the assessment of a national
tourism product are considered. The key components of the Travel & Tourism Competitiveness Index are
analysed with a view to identifying specific factors which determine the competitive advantages of the
country in the tourism market. In accordance with the World Economic Forum methodology, the assess-
ment of the quantitative and qualitative indicators forming the competitiveness of the national tourism
product of the Republic of Belarus is carried out. On the basis of the calculated subindices, SWOT-Clock
analysis, and Competitive Advantages Profile the tourism competitiveness of the Republic of Belarus
is estimated. The principal competitive advantages of the national tourism product are revealed with
a view to improving the national tourism policy. A special algorithm for the elaboration of the tourism
destination development strategy for any destination is compiled on the basis of the research.

Keywords: Tourism Competitiveness, Tourism Product, Competitiveness Assessment, Competitive Ad-
vantages, Tourism Destination Competitiveness Strategy, Travel & Tourism Competitiveness Index,
Republic of Belarus.

1. INTRODUCTION

he assessment of the tourism product competitiveness becomes a key objective for the busi-

ness entities of all the economic levels from microeconomy to macroeconomy. Firms at
the microlevel are eager to gain more customers and profit than their competitors, while policy
makers at the macrolevel strive for a bigger market share of the travel and tourism industry in the
country’s economy. Destination competitiveness as well as the factors that determine it has at-
tracted considerable attention in the tourism researches, since it is regarded as a crucial factor for
the success of tourism destinations. While there seems to be an agreement among the researchers
on the main objectives and importance of competitiveness, there are many ways of measuring it.

Considering the fact that competitiveness is a complex concept embracing various elements,
researchers have not agreed on one definition of the destination competitiveness. An attempt to
develop a single definition that includes all aspects of the was made by Ritchie & Crouch (2003):
“what makes a tourism destination truly competitive is its ability to increase tourism expend-
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iture, to increasingly attract visitors while providing them with satisfying, memorable experi-
ences, and to do so in a profitable way, while enhancing the well-being of destination residents
and preserving the natural capital of the destination for future generations” (p. 2).

In spite of the lack of agreement on the destination competitiveness definition, all the research-
ers admit that competitiveness and its factors couldn’t be assessed only on the basis of either
quantitative or qualitative parameters. It’s a complex economic category and hence the process
of the tourism product or destination competitiveness assessment is supposed to include several
stages with evaluation of various indicators and subindices, which subsequently form an over-
all index. The assessment of the destination competitiveness is a much more challenging task,
because it includes evaluation of the quantitative and qualitative parameters from two types of
economic spheres (the sphere of tourism and other spheres which enable the tourism industry
development).

Numerous researches in the tourism industry provide their models of the destination competi-
tiveness assessment. However, it is argued whether all of them can be used for a comprehensive
assessment of the destination competitiveness. For example, some of the researches (Ritchie &
Crouch 1993, 2000, 2003; Dwyer & Kim 2003; Gomezelj & Mihali¢ 2008) include various in-
dicators and determinants combined in groups, but it is assumed that these models do not cover
all the aspects of the destination competitiveness.

All the modern models of the destination competitiveness assessment can be distinguished in
accordance with various dimensions, as it is stated by numerous scholars (Popesku & Pavlovi¢
2015; Goftfi & Cucculelli 2016). One of them concerns the type of the indicators used in the
research. Some of them can be based on objectively measured variables (or quantitative indica-
tors), while others are based on the subjectively measured variables (or qualitative indicators).
Such studies as Mazanec, Wober & Zins (2007); Cracolici, Nijkamp & Rietveld (2008) em-
ploy at their researches secondary data published by the international organisations in different
spheres. In these studies, particular attention was paid to the quantitative parameters because
they are usually seen as more precise and provide a higher level of objectivism.

However, according to many scholars it is highly unlikely to carry a fair assessment of the
destination competitiveness using only quantitative indicators, as service industries (including
tourism industry) are characterized by intangibility and invisibility of the service provided for
consumers. For example, according to Ritchie & Crouch (2010) there are several factors that
reduce the quality of models when using quantitative data. Among them are the extremely wide
range of indicators needed to create a high-quality model, the difficulty of finding statistical
data for each of the aspects of competitiveness, and the abstractness and inaccuracy of some
data sources.

Another type of the models is based on the subjectively measured variables or so-called ‘soft
measures’. In different approaches these qualitative indicators can be gathered either by asking
tourists’ opinions or tourism stakeholders’ opinions. In their research Enright & Newton (2004)
claim that tourists can possibly evaluate the external components of the destination attractive-
ness (i.e. aspects of the destination competitiveness which are connected with the final product,
but not with initial resources and conditions). Such researches were conducted by Kozak &
Rimmington (2000), Bahar & Kozak (2007), Cracolici, Nijkamp, & Rietveld (2008). At the
same time, in order to assess the internal factors that influence and determine the competitive
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position of a tourist destination, one is supposed to gather opinions of the people who have
some significant knowledge of what makes a tourism destination competitive. Such evaluation
of subjective indicators of the destination competitiveness was carried out by such researchers
as Enright & Newton (2004, 2005); Gomezelj & Mihali¢ (2008); Ritchie & Crouch (2010).

A group of approaches to the assessment of the destination competitiveness is based on the
implementation of the benchmarking tool. In this case such researchers as Reshetnikov (2004),
Gracan, Milojica & Zubovi¢ (2008), Kapiki (2012) were not trying to quantify some indicators
of the destination competitiveness. Instead, they base the analysis on the comparison of the
tourism destinations within region.

2. METHODOLOGY

As an example of one of the most advanced solutions to the problem of the assessment of the
national tourism product competitiveness, we can mention the methodology of the World Eco-
nomic Forum (WEF). In the researches conducted by this organisation, both quantitative and
qualitative parameters are considered.

Published biennially by the WEF, the Travel and Tourism Competitiveness Report benchmarks
the Travel & Tourism competitiveness of 140 economies and measures the set of factors and
policies that enable the sustainable development of the Travel & Tourism sector, which in turn,
contributes to the development and competitiveness of a country.

The Travel & Tourism Competitiveness Index assessed in the Report comprises of 4 subindices
(Enabling Environment, Travel & Tourism Policy and Enabling Conditions, Infrastructure, Nat-
ural and Cultural Resources) that are formed by 14 pillars. Each pillar represents an un-weight-
ed average of various quantitative and qualitative indicators (total of 90 indicators in 14 pillars).
The full list of indicators and their distribution among pillars is represented in Appendix C
‘Data Definitions and Sources’ of the Travel & Tourism Competitiveness Report 2019.

The Enabling Environment subindex describes the general conditions necessary for operating
in a country and includes five pillars. These are:

Pillar 1: ‘Business Environment’;

Pillar 2: ‘Safety and Security’;

Pillar 3: ‘Health and Hygiene’;

Pillar 4: ‘Human Resources and Labour Market’;

Pillar 5: ‘ICT Readiness’.

The Travel & Tourism Policy and Enabling Conditions subindex captures specific policies or
strategic aspects that affect the Travel & Tourism industry more directly and includes four pillars:
Pillar 6: ‘Prioritization of Travel & Tourism’;
Pillar 7: ‘International Openness’;
Pillar 8: ‘Price Competitiveness’;
Pillar 9: ‘Environmental Sustainability’.

The Infrastructure subindex captures the availability and quality of physical infrastructure of
each country and includes three pillars, which represent the key components of the enabling

infrastructure for the tourism industry. Among them:
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Pillar 10: ‘Air Transport Infrastructure’;
Pillar 11: ‘Ground and Port Infrastructure’;
Pillar 12: ‘Tourist Service Infrastructure’.

The Natural and Cultural Resources subindex captures the principal recreational resources and
includes two pillars, which enable the development of tourism in a particular country:

Pillar 13: ‘Natural Resources’;

Pillar 14: ‘Cultural Resources and Business Travel’.

The assessment of these four subindices is carried out by the experts of the WEF through evalu-
ation of 90 qualitative and quantitative parameters. The qualitative survey data is received from
responses to the World Economic Forum’s Executive Opinion Survey and ranges in value from
1 (worst) to 7 (best). The quantitative indicators used in the Travel & Tourism Competitiveness
Index are normalized to a 1-to-7 scale in order to align them with the Executive Opinion Sur-
vey’s results.

This normalization is done using Formula 1 in case the higher value of the indicator is a positive
factor in the tourism development (number of countries residents of which can arrive in a coun-
try for tourism purposes without obtaining visa; government expenditure on travel & tourism
development; number of World Heritage natural sites etc.) or using Formula 2 in case the lower
value of the indicator has a positive impact on the tourism development (price level of hotel
services; number of malaria incidences; time to start a business):

Yi=6 x (Xi-MIN)/(MAX - MIN) + 1 )
Yi=-6 x (Xi - MIN) / (MAX - MIN) + 7 )
Where:

Y1 — Quantitative indicator score for a country, score (from 1 to 7);

Xi — Quantitative indicator value for a country, value;

MIN — Minimum value of this quantitative indicator among countries, value;
MAX — Maximum value of this quantitative indicator among countries, value.

One of the notes to mention is that the range of values of some indicators are large enough for
different countries. With a view to handling this problem some adjustments were made in the
calculations of the WEF to account for extreme outliers in the data. For this reason, in some
cases normalized values of the indicators were used instead of the minimum and maximum
values of the quantitative indicator among countries.

The Travel & Tourism Competitiveness Index is calculated as an average (arithmetic mean) of
the four component subindices, which are themselves calculated as averages (arithmetic means)
of their pillars. Each of the pillars is calculated as an un-weighted average of the individual
component indicators. The number of pillars per subindex decreases as the subindex becomes
more directly linked to tourism sphere. As a result, the pillar weight increases.

For example, Natural Resources (pillar 13) has a higher weight than ICT Readiness (pillar 5) be-
cause the recreational resources play an important role in the development of a destination and are

more relevant to the tourism industry; while the data captured in the ICT Readiness pillar repre-
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sents a broader set of various factors which don’t influence the national tourism product directly,
but have an indirect impact on the Enabling Environment for doing any business in the country.

With a view to visualizing the factors of the tourism destination competitiveness, as well as to
identify its strengths and weaknesses, it is essential to build a competitive advantages profile,
which could also clearly demonstrate the key directions of the destination development. While
managing a destination, it is necessary to perform this stage regularly in order to trace the suc-
cess of the tourism policy implementation and make necessary changes.

In order to expand the range of the methodical approaches to the assessment of the tourism
destination competitiveness factors, the possibility of using other tools of the competitiveness
evaluation was analysed. As a result, SWOT-Clock was proposed for the next stage of the as-
sessment process. In addition, this tool enables the transition from the assessment of the com-
petitiveness factors to the elaboration the tourism destination development strategy.

In the process of SWOT-Clock analysis on the basis of the conducted opinion survey, all the fac-
tors of tourism destination competitiveness are divided into four groups (Strengths and Weak-
nesses, Opportunities and Threats) depending on their impact on the country’s competitive
position. For each of these four groups of factors, an overall score is determined, which is then
shown on the graph. After that, components on the same axis, i.e. strengths and weaknesses, as
well as opportunities and threats, are added to find the point to which the strategy marker will
be directed. Based on the calculated marker, it is possible to determine which type of strategy
can be best applied to the destination: leverage, growth, response or survival strategy.

All the previous stages allowed gathering a large amount of information on the factors of the
destination competitiveness and potential directions of its development. At this stage, the issue
of applying all these data becomes particularly relevant, because the competitiveness assess-
ment is usually not an objective of a study, but just a research tool. In this regard, the authors
suggest that within the framework of the competitiveness assessment model a transition to
the system of destination management should be made. Under the destination management
one should understand the consistent and interconnected management of all the components
(tangible and intangible) that form a destination, such as attractions, facilities, access, pricing,
advertising, etc.

In this way destination management concept can be seen as a consecutive stage of the strategic
planning. From the authors’ point of view, this approach allows:
1. to elaborate the key development objectives of the tourism destination development
strategy based on its strengths and weaknesses, opportunities and threats;
2. to introduce the subindices and pillars of the Travel & Tourism Competitiveness Index
as the key factors of the tourism development control;
3. to establish a system of monitoring the implementation of the tourism destination devel-
opment strategy based on the key factors;
4. (in the long-term period) to carry out the transformation of the destination in accord-
ance with the new balance system, in which a balance between impact and response
exists.

For the successful implementation of the model, the processes of competitiveness assessment
and strategy performance analysis should be executed continuously. In the framework of the
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model, the set of indicators used for the assessment of competitiveness is being constantly im-
proved and a monitoring system is being developed, which allows collecting accurate data on

the selected indicators.

In order to systematise the process of the assessment of the tourism destination competitiveness
factors, the authors developed an algorithm, which can be used for the elaboration of the tour-
ism destination development strategy for any destination (Figure 1). The algorithm is based on
the classic models of strategic management which using the original data, can help develop a

strategy, establish the management system, and define control mechanism.
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Figure 1. Algorithm of the Assessment of Tourism Destination Competitiveness Factors
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As one of the future research directions, the authors consider the extension of one of the steps
of the algorithm using the ‘new balance system’ at the stage of the strategy development. The
principles underlying this model were first introduced by Kaplan, Norton (1992) in the study of
business strategies under the term ‘balanced scorecard’. However, at the modern stage of digi-
talisation of economy, this model is relevant for all the spheres, as it focuses on a well-balanced
development of all the elements of complex systems.

In the tourism sphere this approach implies the establishment of a well-balanced destination.
This equilibrium can occur between various factors. For example, in combination of public and
private economic entities (including through the implementation of public-private partnership),
in combination of infrastructure development with a focus on environment protection, in com-
bination of soft and hard approaches in the process of destination management and other bal-
anced combinations with a view to achieving equilibrium between inputs and outcomes within
system.

3. RESEARCH RESULTS OVERVIEW

With a view to assessing the national tourism product competitiveness of the Republic of Bela-
rus all the parameters, which are recommended in the methodology of the WEF, were evaluat-
ed. The data used in the research includes the assessments derived from the opinion survey as
well as statistical data from the credible international and national organisations.

In order to assess the values of the required quantitative indicators, the researchers used cred-
ible sources recommended by the WEF in Appendix C ‘Data Definitions and Sources’ of the
Travel & Tourism Competitiveness Report 2019 (some of them include The World Bank: Doing
Business 2019: Training for Reform, World Development Indicators Database; National Con-
sortium for the Study of Terrorism and Responses to Terrorism (START): Global Terrorism
Database; World Health Organization: Global Health Observatory Data Repository, World
Malaria Report, 2018, Joint United Nations Programme on HIV and AIDS (UNAIDS): AIDSIN-
FO Database; UNESCO: Institute for Statistics, Data Centre, World Heritage List,; Internation-
al Labour Organization: ILOSTAT database; International Telecommunication Union: World
Telecommunication Indicators 2018; World Tourism Organization: UNWTO Database; Bloom
Consulting: Country Brand Ranking, Tourism Edition;, World Trade Organization: Regional
Trade Agreements Information System (RTA-1S), International Air Transport Association: SRS
Analyser; Yale Center for Environmental Law & Policy: Wendling, Z.A., JW. Emerson, D.C.
Esty, M A. Levy, A. de Sherbinin, et al., 2018 Environmental Performance Index. New Haven,
CT: Yale Center for Environmental Law & Policy, 2018, The International Union for Conser-
vation of Nature (IUCN): Red List of Threatened Species 2018, etc.). In cases when no interna-
tional statistics for a certain indicator were provided for the Republic of Belarus, the data of the
National Statistical Committee of the Republic of Belarus was used.

The aforementioned opinion survey was conducted among university professors of the Faculty
of International Relations of the Belarusian State University (Minsk, Belarus). The survey form
consisted of 33 questions in which participants had a chance to evaluate each of the qualitative
indicators on a scale from 1 to 7. In order to introduce an element of benchmarking into the
search it was decided to provide the respondents with the information about level of the same in-
dicators in Poland and Russian Federation (these values were captured from the Travel & Tour-
ism Competitiveness Report 2019).
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Respondents were also asked to assess whether the evaluated indicator is a strength, weakness,
opportunity or threat for the development of the Republic of Belarus as a tourism destination on
the international level. This information was used in the analysis using the SWOT-Clock model.

Calculated values of the Travel & Tourism Competitiveness Index, its subindices and pillars
can be perceived as sufficiently reliable for the benchmarking and identifying of competitive
advantages, because all the standards proposed by the Methodology of the WEF were respected
and all the normalizations were done.

To perform a basic comparative analysis the figures of the global median (from 1 to 7 points)
are represented in the Table 1. The decision to choose the global median instead of the global
average is explained by the aforementioned fact of presence of extreme outliers in the data. The
calculated subindices and the overall Travel & Tourism Competitiveness Index are represented
in Table 1.

Table 1. Assessed Travel & Tourism Competitiveness Index and Its Subindices and Pillars
for the Republic of Belarus, 2019

Assessment for

Global median,

Component ;‘L‘;ﬁ:‘;::{'{‘lcl"tfol"7em‘;:)’ points from 1 to 7 (best)
Enabling Environment 5.56 5.30
1. Business Environment 4.69 5.41
2. Safety and Security 5.65 5.78
3. Health and Hygiene 6.87 5.63
4. Human Resources and Labour Market 5.20 474
5. ICT readiness 5.38 493
Travel & Tourism Policy and Enabling Conditions 4.50 4.64
6. Prioritization of Travel & Tourism 4.40 6.08
7. International Openness 3.10 3.58
8. Price Competitiveness 5.84 4.63
9. Environmental Sustainability 4.68 4.26
Infrastructure 3.01 4.27
10. Air Transport Infrastructure 1.77 3.20
11. Ground and Port Infrastructure 3.34 4.64
12. Tourist Service Infrastructure 3.94 4.97
Natural and Cultural Resources 2.57 1.83
13. Natural Resources 2.93 2.35
14. Cultural Resources 2.21 1.32
Travel & Tourism Competitiveness Index 3.91 3.80

Source: Research Results, 2019
4. DISCUSSION

The Travel & Tourism Competitiveness Index value of 3.91 places the Republic of Belarus in
the middle of the list of 140 countries (around 64" place). It’s worth mentioning that some com-
ponents are at a higher level than the global median. Among them Health and Hygiene, Human
Resources and Labour Market, ICT Readiness, Price Competitiveness, Environmental Sustain-
ability, Natural and Cultural Resources. The points above the global median in these subindices
mean that these factors contribute to the competitive position of the national tourism product
of the Republic of Belarus on the international scale. Despite the fact that some of them are at
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a relatively low level in numerical terms (for example, the assessment of Cultural Resources is
only 2.13 points from 7), they all represent competitive advantages of the Belarusian tourism
product, because they are higher than the global median (Figure 2). Generally low value of a
subindex could be explained by some imperfections in the selected indicators or calculation
method.

At the same time, a lot of attention should be paid to the subindices which are significantly lower
than the world level. Such factors as Prioritization of Travel & Tourism (by public authorities),
International Openness, and all types of Infrastructure nowadays represent serious weaknesses
and reduce the overall Travel & Tourism Competitiveness Index which aggravates the compet-
itive position of the Belarusian product on the tourism market (Figure 2).
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Figure 2. Competitive Advantages Profile of the National Tourism Product of the Republic of
Belarus

Source: Research Results, 2019

The authors suggest that, whether the indicator is an advantage or disadvantage according to the
assessment made, a more thorough analysis (including for each indicator) should be conducted
at the stage of the strategy development in order to identify the reasons influencing the scores
for each indicator. Moreover, this analysis can reveal some features that may have an impact on
the development of a tourism destination strategy. Special attention should be paid to the com-
parison not only with the global median, but also with regional competitors.

As apart of the research, all the factors were divided into four groups (Strengths and Weakness-
es, Opportunities and Threats) according to the respondents’ opinion. The total weighted score
for each group was calculated by summing up all the weighted scores for each factor included
into the group (Table 2).
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Table 2. Competitiveness Factors Assessed in SWOT-Clock Analysis Groups, 2019

Strengths Weaknesses Opportunities Threats

1375 1175 1125 825

Source: Research Results, 2019

Strategic analytical tool SWOT-Clock used by the authors made it possible to identify the key
development directions for the Republic of Belarus as a tourism destination. The study revealed
that the intensity of Opportunities is greater than the intensity of Threats, while the intensity
of Strengths is greater than the intensity of Weaknesses. It means that the Republic of Belarus
has only recently passed from the group of leverage strategies to the group of growth strate-
gies (Figure 3). Nowadays the position of the country on the tourism market of Central and
Eastern Europe is consistent with growth strategy. This strategy involves a synergistic process
of growth and expansion. According to the approaches adopted in strategic management this
strategy can be applied in the forms of developing new tourism products, vertical or horizontal
integration between countries, and diversification. The strategy also implies an increase in the
volume of investments in infrastructure and the creation of favourable conditions for the activ-
ities of business units operating in the market.

Strengths (1375)
1400

12

Growth Stragegy Response Strategy

Opportunities (1125 Threats (825)
PP

Leverage Strategy Survival Strategy

Weaknesses (1175)
Figure 3. SWOT-Clock Diamond Behaviour Model for the Republic of Belarus
as a Tourism Destination
Source: Research Results, 2019

5. FUTURE RESEARCH DIRECTIONS

As one of the future research directions, the authors consider the possibility of implementation
of this model for the development of the national tourism strategy of the Republic of Belarus.
There is also an opportunity to examine aforementioned algorithm in a new sphere or location.

Moreover, one of the main objectives of the further studies is the development of the ‘new balance
system’, which was introduced in this chapter as a means of development of tourism destination
strategy. It is assumed that this model can enable authorities and other stakeholders to develop the
strategy more effectively on the basis of the equilibrium between all factors in system.
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6. CONCLUSION

Thus, it can be noted that the calculation of the Travel & Tourism Competitiveness Index on the
basis of the international standards opens a wide scope for further researches based on bench-
marking, comparative analysis, and other tools. Further, the understanding of the country’s
competitiveness factors and of its position on the international stage serves as a platform for
stakeholders’ dialogue, which enables them to understand and anticipate emerging trends and
risks in global travel and tourism, to adapt their policies, practices and investment decisions,
and to accelerate new models that ensure the longevity of this important sector.

As a result of the assessment, it was found out that the level of the tourism product competitive-
ness in the Republic of Belarus generally corresponds to the global median and global average.
But in a number of the analysed indicators the country already has competitive advantage (for
example, Human Resources, Price Competitiveness, Natural and Cultural Resources). In order to
further improve the country’s competitiveness position, develop the tourism sphere, and enhance
the country’s image on the international arena, it is necessary to focus on the factors that are now-
adays below the average. Among them Prioritization of Travel & Tourism, International Open-
ness, and all the types of the Infrastructure required for the development of the tourism sector.

With a view to formulating tourism development strategy for the Republic of Belarus the
SWOT-Clock analysis was conducted. As a result, the authors concluded that Belarus as a tour-
ism destination just recently entered the stage, where growth strategy can be applied, and hence
such strategies as market penetration, market expansion, product expansion, and diversification
can be implemented for further development and competitiveness increase.

The achievement of progress in competitiveness improvement depends on the implementation
of numerous effective solutions. According to authors’ opinion, the whole set of activities and
measures can be better formulated with the help of ‘new balance system’. This model can stimu-
late well-balanced development of a destination on the basis of realisation of a stable public-pri-
vate partnership, improvement of the infrastructure with a focus on environment protection or
other measures.

In the long-term period, the entire algorithm of destination management and strategy elabo-
ration can be applied to the development of destination. The implementation of this approach
will not only allow to assess the competitiveness more effectively, but also to employ various
factors in determining the competitive advantages of destination and elaboration of the main
development areas.
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Abstract: The aim of this chapter is to analyze the tourism sector in Vojvodina in terms of business liquidity
of the hotels registered on the territory of the Province. The AP Vojvodina consists of 45 municipalities in
which there are 220 hotels registered. The liquidity of the hotel industry depends on external and internal
factors. In this research internal factors were considered in order to determine the reasons of the liquidity
of the hotels in AP Vojvodina in the period of 2014-2018. The empirical studies include multivariate analysis
of variances, as well as multiple regression models which enable identifying liquidity levels of hotels and
how these internal factors affect the liquidity. The liquidity is measured by current liquidity ratio in the first
model and quick liquidity ratio in the second model. The results of the empirical studies have shown that the
impact of the indebtedness and sales growth is more intense on current liquidity than the quick liquidity ratio.

Keywords: liquidity, internal factors, hotels, AP Vojvodina.

1. INTRODUCTION

he tourism sector is of great importance to any national economy, because “in the last thirty

years, tourism and the hospitality industry within it have grown enormously and are now
one of the most significant service sectors, accounting for more than 11% of world GDP and
employing more than 10% of the workforce worldwide”(Milenkovié¢, Andrasi¢, & Kalas, 2017,
p. 198). Considering the complexity of this sector, it can be concluded that a large number of fac-
tors affect its development, from infrastructural factors, through the quality of the offered ser-
vices, to the natural resources that a country possesses (Dimitri¢, Tomas Zikovié, & Matejéié,
2018). Some of these factors depend on the human component and the degree of development of
an economy, while some depend solely on the geographical location and natural resources of the
country and cannot be affected. This research discusses the factors that can be influenced and
which are related to micro level determinants, concretely at the hotel level.

The region covered in this research is the region of AP Vojvodina. According to the Tourism Devel-
opment Strategy (Ministry of Trade Tourism and Telecommunication, 2016), the region of Vojvodi-
na stands out as one of the tourism clusters, among Belgrade, Eastern and Western Serbia, which
should be the growth carrier of the tourism sector of the Republic of Serbia. As the tourism sector
covers a wide range of activities and services (Ministry of Trade Tourism and Telecommunications,
2019), the subject of analysis in this research is the hospitality industry, more precisely within the
sector the hotels operating in it. Hotels are considered as a part of the hospitality industry, which
provides domestic and foreign tourists with accommodation services and other services related to
accommodation. Hotels imply a higher level of comfort and quality of service than other type of
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accommodations (Barjaktarovi¢, 2013). Due to their importance and position in relation to other
accommodation capacities, this research they will serve as the subjects of research and analysis.

Lately, the AP Vojvodina is offering countryside tourism, business tourism in order to attract more
tourists. The number of tourists in this Province is in increase, which can be seen on the Figure 1.

The concentration of the hotels in the Province is uneven so that they are mainly located in
bigger cities like Novi Sad 25.5% (56 of 220), Subotica 14.5% (32 of 220), Zrenjanin 5% (11 of
220). On the other hand, there are other accommodation facilities in small cities but they are not
registered as hotels, some of them are countryside houses, villas, hostels etc.

It is noteworthy, according to Vojvodina’s Tourist Organization, that the number of foreign
tourists’ overnight stays increased by as much as 22% (243,139 nights) in the first half of 2018
compared to the same period in 2017. The increase in the number of overnight stays of domestic
tourists is 11.6% (339,467 nights). Novi Sad had the largest share in the number of overnight
stays in the first half of 2018, with a 29.3% increase in the total number of overnight stays
(203,437 nights), compared to 2017.

The aim of this chapter is to point out on the importance of the liquidity of the hotels in AP
Vojvodina in the considered period of time from 2014 till 2018. The liquidity of the hotels is
important from the perspective of long-term stable operations and raising the quality of the
services in the hotel sector in Vojvodina. In order to assure the quality of the services, hotels
cannot struggle with liquidity. On the other side, the expenses cannot be reduced on the behalf
of the service quality. In the hospitality sector the non-financial indicators are sometimes more
important than the financial once, especially when it comes to hotels survival (Gémar, Moniche,
& Morales, 2016). Non-financial and financial indicators in this specific industry should be con-
sidered simultaneous in order to achieve the best performances (Elbanna, Eid, & Kamel, 2015).
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Figure 1. Number of tourists in AP Vojvodina
Source: Based on Statistical Office of the Republic of Serbia data

This research is structured as follows. The first part is representing the Introduction, this section
explains the basic goals and reasons for the research. The second part deals with the Literature
review, which represents the theoretical background of the research, presenting the results of the
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earlier undertaken researches regarding the liquidity, and liquidity determinants. This section
forms the basis for defining regression models. The third part is about explaining the research
methodology and the used data, along with explaining the indicators. The fourth part analyses
by figures the hotel sector of Vojvodina in the five-year period in terms of the business indica-
tors and liquidity ratios. The fifth part represents the results of the research, i.e. the impact of the
defined determinants on the liquidity ratios in AP Vojvodina for the period 2014-2018. The last
part Conclusion explains the results of the research and suggests further research.

2. LITERATURE REVIEW

The most important component for the operational performance of entities, as well as their val-
ue, is the working capital management (Heryan, 2018). Cash flow intensity positively impacts
the technical efficiency in the hotel industry (Yuan, Li, & Zeng, 2018). The available literature
and articles are mainly based on an analysis of the hotels’ profitability, cost reduction and long-
term business analysis, while the liquidity analysis of the business is neglected. The contribu-
tion of this research is certainly that it addresses the topic that is not enough mentioned in the
literature, although it is a daily problem faced by hotels.

The literature has dealt with liquidity issues in different ways. One approach is analyzing the
length of the period during which receivables from customers are collected or the length of the
loans taken from the financial institutions, and in that way this approach is dealing with the rea-
son why some liquidity indicator is high or low. The other approach is on the contrary dealing
with other determinants, which can be external or internal, that might had affected the liquidity
ratios. The approach taken by the authors in treating liquidity issues by analyzing the influenc-
ing factors which might have affected the liquidity ratios.

Some of the authors who have treated the issue as described above is among others Kruse (2002),
who analyzed the impact of debt ratio, profitability ratio among other variables, on the liquidity
and that way also on the decision of the management to asset sales. Kim, Mauer & Sherman
(1998) investigated the impact of debt ratio, sales, size and profitability on firms liquidity, and
they found a negative relationship of these determinants with firms liquidity. When it comes to
the relationship between earnings, debt and liquidity Huberman (1984) came to the results that
low earnings are associated with low liquidity, and external financing is negatively influencing
the liquidity. The determinant used in this research match up with the determinants used by
Soo Cheong, Chun-Hung & Ming-Hsiang (2008)this study used canonical correlation analyses
by examining the interrelationships between cross-balance-sheet accounts of hotel companies.
The study confirmed that hotel companies followed the four common practices about the cross-
balance-sheet interdependencies identified in the other industries. This study also discovered
a few unique financing features of the hotel industry: (1, who were investigating the financial
behaviour in the hotel industry. Authors dealing with the same issue of determinants of liquidity
and the trade-off between liquidity and profitability were also Elbanna et al. (2015), Mun & Jang
(2015), Skufli¢ & Mlinari¢ (2015).

Based on the findings of the study undertaken by Elbanna et al. (2015) the authors of this research
base they regression models as well as using the analogy between the determinants that affect
profitability (G. M. Agiomirgianakis, Magoutas, & Sfakianakis, 2013; G. Agiomirgianakis &
Magoutas, 2012; Dimitri¢, Tomas Zikovi¢, & Arbula Blecich, 2019; Dimitrié et al., 2018; Nunes,
Serrasqueiro, & Sequeira, 2009; Tan, 2017) the same way as they impact the liquidity.
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3. DATA AND METHODOLOGY

In order to complete the research a sample of hotels registered on the territory of AP Vojvodina
was taken. There are 45 municipalities in the territory of AP Vojvodina, and under the classifi-
cation of activities which refers to 551-hotels other entities there are 220 hotels registered for the
five-year period from 2014-2018. This is to be considered as the population of the hotels in Vo-
jvodina, because subjects with incomplete data were excluded from the population, the sample
was reduced to 478 observations. In this research secondary data was used which was obtained
from Scoring (“Scoring,” 2019). Scoring is a data base that aggregates all available data from
financial statements of all business entities registered in Serbia.

Table 1. Review of the explanatory variables

Symbol | Variable | Description Source

Dependent variable

CL Current liquidity ratio Current assets Authors calculation based on
q Y Current liabilities the financial statement’s data

oL Quick liquidity ratio Current assets - inventory Authors calculation based on
q Y Current liabilities the financial statement’s data

Independent variable

Authors calculation based on

ROA Return on asset Net income to total asset ratio the financial statement’s data
. . . . Authors calculation based on
ROE Return on equity Net income to total equity ratio the financial statement’s data
SZ Size Natural logarithm of the total assets Authors cglculatlon bafed on
the financial statement’s data

Salest - Sales i
GRTH |Growth -1 Authors czfllculatlon ba§ed on
Sales, , the financial statement’s data
Authors calculation based on
DBT Debt (Total Debt) / (Total Assets) the financial statement’s data
Lagged Current Authors calculation based on
LAGCL liquidity ratio CL., the financial statement’s data
Lagged Quick Authors calculation based on
LAGQL liquidity ratio QL. the financial statement’s data
Earnings before . . Authors calculation based on
EBIT interest and tax Operating revenues - Operating expenses the financial statement’s data
FS Financial Stability Long term assets to long term debt Authors calculation based on

the financial statement’s data

Source: Authors’ illustration

The empirical analysis of hotel performance was performed from the aspect of liquidity, whereby
the effects of internal business factors on the performance of the hotel business were measured.
The first part of the research is based on a descriptive analysis of key hotel performance indica-
tors such as general liquidity ratios, accelerated liquidity ratios, leverage, including hotel size.
Descriptive analysis was conducted through tables and Figures for the defined period of time.
The second part of the research is focused on measuring and evaluating the character and inten-
sity of the potential correlation between hotel performance indicators. As part of this empirical
analysis, a multivariate analysis of the hotel was conducted to determine if there were significant
differences in the level of key hotel performance indicators for the 2014-2018 time period. The
last part of the empirical research involves the creation of multiple regression models to identify
the effects of internal business factors on the liquidity ratios of the observed hotels.
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4. BUSINESS INDICATORS AND LIQUIDITY ANALYSIS
OF HOTELS IN AP VOJVODINA

This part of the research analyses the important facts related to the liquidity of the hotels in AP
Vojvodina for the period of 2014-2018. Among figures about facts considering the business activ-
ity of the hotel sector in Vojvodina, hereby will be yearly data about the liquidity ratios provided.
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Figure 2. Number of employees in hotels in AP Vojvodina
Source: Authors’ based on Scoring data

Figure 2 shows the movement of the number of employees in relation to the average value of the
number of employees for the period 2014-2018. The average value is 966 employees. It can be
noticed that the number of employees in hotels in the territory of AP Vojvodina increased from
2016-2018. In 2015, there was a large decrease in the number of employees compared to 2014. In
2018, 1193 workers were employed in hotels on the territory of AP Vojvodina.
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Figure 3. Total assets per employee of hotel in AP Vojvodina (in 000 RSD)
Source: Authors’ based on Scoring data
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Figure 3 shows the movement of total assets per hotel employee in the territory of AP Vo-
jvodina. The average value of total assets per employee during the analyzed period is RSD
17,969,000.00. Based on the shown data, it can be concluded that only in 2015 the value of total
assets per employee was higher than the average value. In the remaining years, the value of
assets per employee was lower than the average value for the period. The highest value of total
assets per employee was realized in 2015 and it was amounted to RSD 31,007,000.00, while in
2014 the lowest value of assets per employee was amounted to RSD 13,052,000.00.
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Figure 4. Total liabilities of hotels in AP Vojvodina (in 000 RSD)
Source: Authors’ based on Scoring data

Figure 4 shows the trend of total hotel obligations in the territory of AP Vojvodina in the pe-
riod 2014-2018. The average value of total liabilities in the analyzed period is 11,320. It can be
observed that total liabilities have trended upwards from 2016 to 2018. In the period 2014-2016.
The total liabilities were lower than the average value. In 2017, there is a sharp increase in total
liabilities compared to 2016. In 2017 and 2018, total liabilities were significantly higher than the
average.
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Figure 5. Short-term and long-term liabilities of hotels in AP Vojvodina (in 000 RSD)
Source: Authors’ based on Scoring data
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Figure 5 shows the structure of total hotel obligations on the territory of AP Vojvodina in the
period 2014-2018. It can be observed that in the analyzed period, short-term liabilities had a
higher share than long-term liabilities in the total amount of the liabilities. It can also be ob-
served that in the period 2016-2018, the structure of liabilities has moved further in favor of
short-term liabilities, the reason for that was the increase in short-term liabilities and a decrease
in long-term liabilities in the structure of the total liabilities. Short-term liabilities reached their
highest value in 2017.

25,93%

= Short-term liabilities Long-term liabilities

Figure 6. Structure of the total liabilities of the hotels in AP Vojvodina in 2018.
Source: Authors’ based on Scoring data

According to the above shown Figure it can be observed that in 2018, the share of short-term
liabilities was 74.07%, of the total liabilities while the share of long-term liabilities was 25.93%.
Since the subjects of the research are hotels, it is common that working capital is dominant in
the structure of total assets, and that they choose short termed loans as financing sources.
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Figure 7. Total capital number of hotels in AP Vojvodina (in 000 RSD)
Source: Authors’ based on Scoring data

As it can be seen on Figure the average value for the analyzed period is 7,727,000.00. It can be
observed that in 2015 and 2017, higher values of total capital were achieved compared to the
average value. Throughout the observed period, small fluctuations in the movement of total
capital are present, and thus a slight deviation to higher or lower relative to the average value.
The lowest value of total capital was present in 2014 and amounted to 6,794,000.00, while the
highest value of total capital was present in 2017, and it amounted to 8,923,000.00.
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Figure 8. Total capital per hotel employee in AP Vojvodina (in 000 RSD)
Source: Authors’ based on Scoring data

Figure 8 shows the movement of total capital per employee employed on the territory of AP Vo-
jvodina in the considered five-year period. The average value of total capital per employee during
the analyzed period is 8,753,000.00 RSD. It can be concluded that only in 2015, the total value of
total capital per employee was higher than the average value. The reason for this increase was the
decline in the number of employees in the hotel sector in the Province. In 2014, 2016, 2017 and
2018, a lower value of capital per employee was achieved compared to the average value.
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Figure 9. Current liquidity ratio of the hotels in AP Vojvodina
Source: Authors’ based on Scoring data

As one of the dependent variables, current liquidity ratio is defined as the ability of an entity to
settle its due liabilities using current assets. The referent value of this ratio is 2 or more than 2
(Mirovi¢ et al., 2019). This ratio does not take into account the liquidity of individual parts of
current assets and is a rough measure of liquidity.

Figure 9 shows the trend of current liquidity ratios of hotels in the territory of AP Vojvodina in
the period 2014-2018. The average value of this indicator is 2.64. It can be observed that the low-
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er value of the general liquidity ratio was achieved in 2016 and amounts to 1.57. In other years of
the analyzed period, the movement of the general liquidity ratio was above the reference value
of 2. The highest value of the general liquidity ratio was achieved in 2014 and was amounted to
3.82, which is considered to be a very high liquidity indicator. In 2014 and 2015, the movement
of current liquidity ratios was above average, while from 2016-2018 the ratio of was below aver-
age. It can be concluded that in the first three years there is a declining trend in the current ratio
liquidity, and in the last two years of the observed period there is an increasing trend.

The quick liquidity ratio, commonly known also as acid test, represents a much more accurate
measure of liquidity because it excludes inventories as the most illiquid component of working
capital. The referent value for this ratio is 1 or more than 1 (Mirovi¢ et al., 2019).
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Figure 10. Quick liquidity ratio of the hotels in AP Vojvodina
Source: Authors’ based on Scoring data
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Figure 11. Comparative trend of hotel liquidity ratios in AP Vojvodina
Source: Authors’ based on Scoring data

Figure 10 shows the trend of quick liquidity ratio of hotels on the territory of AP Vojvodina in
the period 2014-2018. The average value of this indicator is 1.34. It can be observed that during
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the analyzed period, the value of the quick liquidity ratio was above the reference value of 1. The
highest value of the quick liquidity ratio was achieved in 2015 and was amounted to 1.6, and this
value was above the average value for the period. In all other years of the observed period the
value of the ratio was below the average value of this indicator.

Figure 11 shows the trend of the current and quick liquidity ratios by comparing the first and
the last year of the analyzed period. Based on this overview, it can be concluded that there has
been a significant decrease in current liquidity ratio in 2018 compared to 2014, while the quick
liquidity ratio has slightly decreased in 2018 compared to 2014. The reason for such a significant
decrease in current liquidity ratios is the increase of the short-term liabilities in the structure of
the total liabilities of the hotels on the territory of AP Vojvodina.

5. EMPIRICAL RESULTS

After a detailed analysis of the movement of indicators by years, the collected data will be sum-
marized by descriptive statistics. After that follows a multivariate analysis variance test in order to
identify if there are significant differences in liquidity levels of hotels in AP Vojvodina for the peri-
od 2014-2018. At the end of the empirical research part two multiple regression models will be de-
fined in order to determine the effects of the internal determinants on the analyzed hotels liquidity.

Table 2. Descriptive statistics

Variable Number of obs. Mean value Stal.ld:.‘rd Minimum value Maximum
deviation value
CL 478 19.51837 179.3555 0 2521.74
QL 478 18.42157 178.6187 0 2521.73
ROA 478 -0.5596772 6.277963 -128.6667 5.914
ROE 478 -1.421668 38.47663 -793 105.72
DBT 478 7.166871 85.01804 0 1792
FS 478 2.18159 13.63284 0 217.81
SIZE 478 1.636839 0.8478075 0 2.97359
SGR 478 3.521846 25.11343 -1 324.6721
EBIT 478 11.77819 90.68455 -528.653 741.4549

Source: Authors’ calculation

Table 3. Multicollinearity test

Variable VIF 1/VIF
ROA 1.07 0.936408
DBT 1.07 0.937941
ROE 1.02 0.981984
EBIT 1.02 0.984400
SIZE 1.01 0.987921
FS 1.01 0.991368
SGR 1.00 0.998575
LAGGL 1.00 0.998679
Mean VIF 1.01

Source: Authors’ calculation

The presented descriptive analysis of hotels in AP Vojvodina shows the mean value, standard
deviation, minimum and maximum value of the collected research data. Based on 478 observa-
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tions, the results showed positive mean values for all indicators except profitability. Maximum
value for the variable was observed by the variable current liquidity while the minimum value
was spotted by the variable earnings before interest and taxes. At the same time, the variable
current liquidity has the largest standard deviation compared to other variables while the varia-
ble size has had the smallest standard deviation.

In order to identify a potential multicollinearity between independent variables, the empirical
study includes Variance Inflation Factor test. Results of VIF test confirmed that there is no high
correlation between these variables where the average value is 1.01. It implies that variable se-
lection is an appropriate and model satisfies condition of multicollinearity absence which is one
of the fundamental assumptions in econometric analysis.

Table 4. Multivariate analysis results — liquidity level by year

Effect Value F Hyp(:lt;l ests Error df Sig.

Pillai’s Trace 0.021 4.971 2.000 472.000 0.007

Period Wilks’ Lambda 0.979 4971 2.000 472.000 0.007
Hotelling’s Trace 0.021 4.971 2.000 472.000 0.007

Roy’s Largest Root 0.021 4.971 2.000 472.000 0.007

Source: Authors’ calculation

By analyzing the level of liquidity of hotels in AP Vojvodina, it can be concluded that there are
significant differences for each year of observation, because the value of Pillai’s Trace test is
0.007, which is less than the reference value of 0.05.

Table 5. Multivariate analysis results — liquidity level by hotel

Effect Value F Hyp(:lt;l ests Error df Sig.

Pillai’s Trace 0.037 6.473 2.000 351.000 0.004

Hotel Wilks’ Lambda 0.963 6.473 2.000 351.000 0.004
Hotelling’s Trace 0.038 6.743 2.000 351.000 0.004

Roy’s Largest Root 0.038 6.743 2.000 351.000 0.004

Source: Authors’ calculation

Also, there are significant differences in the level of liquidity between hotels in AP Vojvodina
for the observed period 2014-2018, as the value of Pillai’s Trace test is 0.004, which is less than
the reference value of 0.05.

Table 6. Test of between-subject effects for liquidity

A, Type II1 Sum .
Source Liquidity of Squares df F Sig.
Current liquidity ratio 200337.309 1 6,198 0.013
Period Quick hguldlty ratio 180513.570 | 5631 0.018
(acid test)

Source: Authors’ calculation

Based on the results from the table above, it is noticeable that the level of significance of current
liquidity ratio as well as quick liquidity ratio does not exceed the reference value of 0.05 indi-
cating that there are significant differences in the level of liquidity of the observed hotels in AP
Vojvodina in the period 2014-2018.
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In order to analyse the impact of the variables mentioned in the data and methodology part, the
authors created two models as follows:

Current liquidity ratio model
CL=B,+p,DBT+p,FS+B,ROA+B,ROE, + B;SIZE, + B,SGR, + B,EBIT,+ B,LAGCL, +...e, (1)

where are CL current liquidity; DBT — debt; FS — financial stability; ROA — return on assets;
ROE — return on equity; SIZE — hotel size; SGR — sale growth; EBIT — earnings before interest
and taxes; LAGCL — lagged current liquidity; BO - the constant term, 3 - the coefficient of the
independent variables and e - the error term of the equation.

Table 7. Multiple regression model — current liquidity ratio

Source SS df MS Number of obs. 478
Model 4661722.88 8 582715.36 | F (8, 469) 25.58
Residual 10682608 469 227774162 | Prob > F 0.0000
Total 15344331.1 477 32168.4089 | R-squared 0.5038

Adj R-squared 0.4919

Root MSE 150.92

CL Coef. Std. Err. t P>|t| [95% Conf. Interval]

DBT -0.0037864 0.0839255 -0.05 0.006 -0.168703(  0.1611303
FS 0.169096 0.509084 0.33 0.740 -0.8312718 1.169464
ROA 0.0289223 1.137475 0.03 0.980 -2.206255 2.2641
ROE 0.200999 0.1812357 0.11 0.912 -0.3360346| 0.3762344
SIZE 13.34169 8.200394 1.63 0.104 -2.772368 29.45575
SGR 0.0774639 0.2753573 0.28 0.009 -0.6185507| 0.4636228
EBIT -0.015452 0.0768022 -0.20 0.843 -0.1661643 |  0.1356739
LAGCL 0.5456992 0.0385536 14.15 0.000 0.46994| 0.6214584
C -12.81529 15.12323 -0.85 0.397 -42.53296 16.90238

Source: Authors’ calculation

The table shows the impact of indebtedness indicator, financial stability, hotel size, sales growth
and operating profit on current liquidity ratio as a general measure of a hotel’s short-term ability
to settle its liabilities in the short term. Based on the results of the multiple regression model, the
coefficient of determination is 0.5038, which confirms that the model explained 50.38% of the
variations in the independent variables. The model results show a significant impact of debt and
sales revenue growth on liquidity, while other internal factors do not have a significant impact
on the current liquidity ratio of the analyzed hotels. Specifically, indebtedness adversely affects
hotel liquidity, with a 1% increase implying a decrease in current liquidity by 0.0037%. On the
other hand, the growth of sales revenue has a positive effect on the liquidity of the hotel, where
a 1% increase contributes to 0.0775% liquidity growth.

After measuring and evaluating the impact of internal factors on current liquidity, a regression
model aimed to measure the same on the quick liquidity ratio of the hotels is presented as fol-
lows:

Quick liquidity ratio (acid test) model

QL= +B,DBT +B,FS +B;ROA+B,ROE, + B,SIZE, + B,SGR, + B,EBIT, + B,LAGQL, +...¢, (1)
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where are QL — quick liquidity ratio; DBT — debt; FS — financial stability; ROA — return on
assets; ROE — return on equity; SIZE — hotel size; SGR — sale growth; EBIT — earnings before
interest and taxes; LAGQL — lagged quick liquidity ratio; BO - the constant term, 3 - the coeffi-
cient of the independent variables and e - the error term of the equation.

Table 8. Multiple regression model — quick liquidity ratio

Source SS df MS Number of obs. 478
Model 4709882.48 8 588735.31 | F (8, 469) 26.28
Residual 10508634 469 22406.4698 | Prob > F 0.0000
Total 15218516.8 477 31904.6475 | R-squared 0.3095
Adj R-squared 0.2977
Root MSE 149.69
QL Coef. Std. Err. P>|t| [95% Conf. Interval]
DBT -0.0030069 0.0832393 -0.04 0.001 -0.166575| 0.1605612
FS 0.205158 0.5048586 0.41 0.685 -0.7869068 1.197223
ROA 0.0253741 1.128168 0.02 0.982 -2.191515 2.242263
ROE 0.0210054 0.1797536 0.12 0.907 -0.3322168 |  0.3742276
SIZE 14.2758 8.133209 1.76 0.080 -1.706241 30.25784
SGR 0.0715786 0.273107 -0.26 0.003 -0.6082434| 0.4660862
EBIT -0.0147383 0.0761742 -0.19 0.847 -0.1644234| 0.1349467
LAGQL 0.5503114 0.03839 14.33 0.000 0.4748738 0.625749
C -15.03921 14.99909 -1.01 0.317 -44.51295 14.43453

Source: Authors’ calculation

The table shows the results of the multiple regression model using quick liquidity ratio as the
dependent variable. The use of accelerated liquidity ratio is a more rigorous approach to meas-
uring liquidity because it looks at the most liquid assets. This ratio excludes from the numerator
of the ratio inventories as the least liquid item of current assets. The model results confirm the
significant impact of debt and sales growth indicators, whereby debt is having a negative impact
on the quick liquidity ratio, while sales growth is having a positive impact on accelerated hotel
liquidity. This implies that a 1% increase in indebtedness contributes to a decrease in accelerat-
ed liquidity by 0.003%, while, on the other hand, an increase in sales revenue enhances acceler-
ated liquidity by 0.0716%. As it can be observed, the impact of indebtedness and sales growth is
more intense on current liquidity than on the quick liquidity indicator. This means that a change
in these two indicators (debt and sales growth) results in a more pronounced change in the cur-
rent liquidity ratio of the observed hotels.

6. CONCLUSION

The aim of this research was to examine the effect of the hotel specific determinants on the li-
quidity of the hotel sector in AP Vojvodina from 2014 to 2018. Empirical analysis has included
multivariate analysis of variance as well as multiple regression models which has estimated the
impact of debt, financial stability, hotel size, sale growth, earnings before interest and taxes,
and lagged liquidity on the liquidity ratios defined as current liquidity and quick liquidity ratios.

Results of MANOVA test have shown a significant difference in liquidity levels between hotels
in AP Vojvodina and also for the period 2014-2018. Results of the defined regression models
have shown that indebtedness and sale growth have significant impact on liquidity ratios meas-
ured by current liquidity ratio and quick liquidity ratio. Although the impact of indebtedness
and sales growth is more intense on current liquidity than on the quick liquidity indicator.
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The results of the regression models suggest that management should take counter-measures to
increase sales revenue rather than focusing on cost reductions to provide liquidity. Cost reduc-
tions can lead to a decline in service quality, which can put the hotel business in the long run.

Another influential factor that has a significant impact on liquidity is debt. Although it has a
negative impact on liquidity, in the observed period the level of indebtedness of the hotel did not
endanger the liquidity. Managers have to examine the real costs and risk of financing long-term
assets with short-term liabilities, because about 74% of the loans are short-termed. The short-
term liabilities might appear as a good financing solution because of the low interest rates, but
the frequent use of short-termed loans, i.e. the mismatching practice, could lead to higher cost,
long term instability and at the end it could increase of financial risk and jeopardize the hotels
business. Recommendation for further research would be to extend the research on the analyses
of the factors influencing the hotels indebtedness and to include external factors to the analyses.
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Abstract: The challenge we tried to address in this paper included the consideration of the current
state of agritourism in the Republic of Serbia, as well as the possibilities for the improvement of this
branch of tourism using information and communication technologies. The current status of agritour-
ism is viewed from two aspects. The first aspect is the application of IT technologies in order to promote
the tourist offer, while the second aspect is oriented towards legal norms governing the protection of in-
tellectual property as well as the tourist protection. With the application of IT technologies, individual
accommodation establishments that feature agritourism can be presented to a wider range of potential
tourists. A better presentation of the existing possibilities undoubtedly leads to an increased number of
visits. At the same time, it is necessary to regulate the protection of digital multimedia content created
by tourists, as well as the possibility of their usage in promotion of accommodation capacities and
tourist offer.

Keywords: Digitalization, Web presentations, Cloud, Intellectual property.

1. INTRODUCTION

Tourism, as an economy branch, cannot be seen as a separate phenomenon, nor as a combina-
tion of different economic fields. In general, tourism is a human activity that encompasses
human behavior, the exploitation of natural resources, as well as the connection between people,
the economy and the environment (Bull, 2002). The tourist offer of each region has developed
over the years and is based on the historical, cultural and artistic sights of the place as well as
the natural beauties. Recently, a completely new area of tourism has emerged, an area that is
mostly based on the combination of natural beauty, traditional agricultural, traditional nutri-
tion and accommodation authentic to the area in which they are located. Agritourism as a new
area of tourism is recognized and developed by individual farms trying to find a new source of
income, offering different services. Agritourism, village or rural tourism is a type of tourism
where tourists go to villages or farms to experience rural life. The terms agritourism, farm and
rural tourism are often mixed although they have different meanings. For example, farm tour-
ism includes the participation of tourists in rural activities such as caring for animals and crops,
cooking and cleaning, crafts and entertainment.

All three forms of tourism have common characteristics that are reflected in the attempt to
bring tourists closer to farm or rural lifestyles. Also, in most cases, the tourists’ diet is based
on products grown on farmers’ own plantations. Organic agricultural products are often used
to supplement the enjoyment of life in a healthy environment. Identifying or differentiating be-
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tween rural and agritourism varies considerably between countries. In the US, the terms rural
and agritourism are almost identical and both refer to vast rural areas with ranches and farms.
In the countries of the European Union, differences in rural and agritourism are significant
because rural areas have pronounced non-agricultural functions (forestry, hunting and fishing
species, catering, crafts and more are developing). Rural tourism represents farm tourism in the
broad sense, and agritourism represents farm tourism in the narrow sense. Farm tourism can be
defined as a set of relationships and phenomena arising from the travel and stay of tourists in
rural areas. Rural tourism is tourism that takes place in a rural area.

The rapid development of information and communication technologies (ICT) and the dynamic
development of tourism have been correlated for years. Since the late 1980s, software appli-
cations and solutions have been created for tourism purposes, often referred to as e-tourism.
Information technologies enhance the process of linking tourism supply and tourism demand in
the market, thus giving a whole new dimension to the distribution of package deals. The global
tourism market entails expanding its business to a global level, and thus establishing wider dis-
tribution channels to enable more efficient product placement (Viduka et al., 2013, p.79). There
are a growing number of services provided to tourists in the tourism industry, based on the use
of the Internet as the main communication channel. The use of specialized software applica-
tions compatible with modern electronic devices, as well as the interaction between tourists and
tourist destinations, opens up a new dimension in tourism. In order to provide interaction with
tourists and tourist destinations, a number of different applications are in use. Considered in the
field of agritourism, since these are places that do not represent widely known tourist destina-
tions and attractions, the use of information and communication techniques should enable the
contents of this type of tourism to be offered to potential tourists.

The promotion of the tourist offers in general, as well as the offer given by the accommodation
facilities belonging to the agritourism, are complemented by photographs and multimedia con-
tent created by satisfied visitors. It is for these reasons that it is necessary to legally regulate
the protection of such media by intellectual property rights, since very often a large number of
digital contents is taken over by tourism organizations in order to promote and make money.
Agritourism, especially organized on rural households, also offers the possibility of actively in-
volving tourists in the process of agricultural production. In most cases, tourists are not used to
or familiar with agricultural production. Such organized activity can be particularly pleasant for
tourists. However, it is necessary to take care of their safety during the activities. It is for these
reasons that the participation of tourists in agricultural activities must be regulated.

The paper is organized as follows. The second part of the paper gives an overview of the de-
velopment of agritourism, similarities and differences with the traditional concept of tourism
in the world and in the Republic of Serbia. The third part of the paper presents a description of
potential information and communication technologies that can be applied in order to improve
promotion of the agritourism offer. The fourth part of the paper gives an overview of the legal
norms applicable in the field of protection of digital works created during the stay of tourists
with intellectual property rights, as well as legal norms in the field of occupational safety. The
fifth part of the paper summarizes the availability of information on agritourism offer in the
Republic of Serbia, as well as the degree of digitization of individual accommodation capacities.
The sixth part gives the most important conclusions regarding the promotion of the agritourism
position in the Republic of Serbia, as well as ideas for future work.
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2.  AGROTOURISM DEVELOPMENT

Agritourism can be seen as one of the special forms of tourism that originates from the 19th
century. Although it is not easy to define the bare beginning of agritourism, the numerous tour-
ists who started visiting farm and rural areas during the 19th century defined the basis for the its
beginning. The exact starting point of the emergence of agritourism cannot be determined pre-
cisely as people have always visited rural areas during their holidays. This applies to people who
have had to migrate to urban areas for work, but spend vacations in the countryside. Viewed
from the angle of accommodation capacities, summer houses, cottages and similar buildings are
included in the list of objects intended for holidays on their own properties.

The development of agritourism from the domain of people’s residence on their own estates to
the domain of building more accommodation capacities and creating offers for domestic and
foreign tourists began by recognizing such potentials. Small farmers or landowners have recog-
nized the possibility of an additional income by providing catering services to visitors on their
properties. In this way, they have established a link between agricultural production and the
provision of services to visitors who wish to return to nature, to become familiar with the tradi-
tional way of farming, and to possibly participate in agricultural activities. This relationship has
become particularly popular in areas where farming is done in the traditional way, without the
use of pesticides and supplements (Karagiannis & Stavroulakis, 2011, p. 299). Furthermore, the
combination of farming and tourism brings even more visitors to farms and properties.

As stated earlier, agritourism can be defined in different ways. More specifically, the concept of
agritourism around the world is accepted in its narrower or broader sense. In some cases, such
a term refers to farm stay, farm visit, or visits to the properties where residents are involved in
different types of farming. For example, this is the case with agritourism in Italy. Across the
globe, agritourism activities include, for example, buying agricultural products directly from
farms, participating in agricultural activities such as picking fruit, feeding animals, or lodging
in traditionally furnished country houses on a bed and breakfast basis. Agritourism accommo-
dation offers visitors the opportunity to feel the taste of local traditional cuisine. Visitors can
also try natural medical products and get acquainted with the customs of the area that are often
forgotten by people living in the cities (Exarhos & Karagiannis, 2004).

In addition to activities that are strictly related to everyday life, visitors can experience various
other types of recreation and entertainment. For example, agritourism is often complemented
by cycling, hiking, mountaineering, horseback riding or swimming. Such additional facilities,
which relate primarily to the exploitation of natural resources, are of particular importance to
rural tourism. People’s interest in holidaying in rural areas is increasing, mostly because of ur-
ban problems, which are reflected in overpopulation, air pollution, increased noise and distance
from nature. Families with young children are increasingly turning to vacations in rural areas,
so as to provide children with stay in nature. The increase in interest in the benefits of rural
tourism was first recorded in the lands of Western Europe, then in North America and finally in
other countries of Central and Eastern Europe (Vukovic, 2017, p. 53).

Depending on the way of realization, agritourism can be considered as eco-tourism. More spe-
cifically, eco-tourism can be considered as a tourist offer in the context of rural environments,
with special emphasis on the natural environment as a tourist attraction, as well as on educating
tourists on preserving the environment in which they are located. Ecotourism promotes the
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quality and regional development as well as the preservation of cultural heritage by educating
visitors and minimizing their impact on the environment they are in (Arabatzis & Grigoroudis,
2010, p.163).

Agritourism in all its forms has proven to be a powerful tool in the field of reactivation and
revival of abandoned areas. In addition to accommodation fee, catering and entertainment ac-
tivities, and the direct sale of local products and crafts, agritourism brings other beneficial ef-
fects, such as the restoration of architectural and cultural heritage. This is the case with certain
Canaries areas. In addition to revitalizing forgotten gems of natural beauty, agritourism greatly
contributes to improving the position of women in rural areas, opening up the opportunity for
expression and advancement through the entrepreneurial spirit. Thus, in certain areas of Canar-
ies and Greece, the possibility of improving the position of women by actively involving them
in the process of preparing traditional dishes as well as home-made products has opened up.

Viewed from a farmer’s perspective, the involvement of tourists in the process of agricultural
production improved the social status of farmers in society. Surveys have shown that after active
participation in agricultural activities, the beneficiaries of the agritourism offer offered by farms
acquire a different opinion in agricultural producers and view them not only as farmers, but as
canons and people who create healthier food through their work. In this way, the agrarian is no
longer only a supplier of tangible, but also of intangible goods, especially those associated with
culture, education, gastronomy, landscape and environment. The development of agritourism
and its popularization have opened up a whole range of innovative activities. These activities do
not relate very much to the service economy. The activities created in this way indirectly stim-
ulated new types of employment. The very development of new activities and new jobs causes
the development of special types of training as well as the fulfillment of the technical conditions
(Lopez & Garcia, 2006, p. 85).

In addition to all of the above, the importance of agritourism is reflected in the great contribu-
tion to the development of the local community. Opening new accommodation facilities, local
cuisine restaurants, as well as completing the tourist offer for example with riding lessons,
nature walks and many other activities undoubtedly means more working positions. The begin-
nings of the development of agritourism are usually oriented towards the employment of family
members who started the business. However, the increase in supply unquestionably requires
the recruitment of additional labor force, especially considering that agritourism almost always
goes hand in hand with agricultural activities. It is for these reasons that the development of
agritourism is an additional profit for the rural sector in which a specific tourist offer is estab-
lished. New jobs and the revitalization of the rural area reduce the displacement of the popula-
tion from the rural area to cities. The effect that the development of agritourism has on the stay
of young people in the countryside is also very evident. In a sense, young people are crucial for
the development of agritourism, because they are the source of new ideas for complementing
and expanding the tourist offer. On the one hand, the life of young people is not only based
on agricultural production, but largely agritourism gives the opportunity for the development
of entrepreneurial spirit and contact with other people of the same or different culture, which
influences the decision of young people to stay in the countryside. On the other hand, the devel-
opment of agritourism is based on the enrichment of the tourist offer, the mutual association in
order to create different tourist tours or connect a number of regions with similar cultural and
agro-ecological characteristics, which is a credit to young entrepreneurs.
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The development of agritourism within rural areas, on the basis of all of the above, has a great
tendency and influence on the development and revival of social life within remote mountain
villages, which very often represents an urgent need for residents of such settlements. It is a
well-known fact that the inhabitants of such revived settlements in which, until the beginning
of agritourism, the main occupation was agriculture, a certain part of the money earned from
agritourism invests in agriculture and its modernization.

Probably the most famous example of using rural tourism as a ,,tool” in the function of rural
development is Austria. Despite the underdeveloped communal and transport infrastructure of
the Alpine countryside in the 1950s, as well as stagnant agricultural production, by introducing
agritourism Austria has become one of the leading European countries in the field of preserving
rural households and families in mountain areas. The beginning of the policy that will enable
such agritourism development is the ,,eco-social model” introduced by the Austrian Ministry of
Agriculture in 1988. Farm tourism accounts for 1/6 of Austria’s total overnight stays. Tourism
organized in this way is characterized by a low price per night, which with a large number of
nights brings a turnover of about 25000 euros per farm per year. About 15,500 rural households
are engaged in agritourism services (Grgic et al., 2015, p. 61). Associations within unique organ-
izations as well as promotions through the unique internet portal of each of the organizations for
Austrian farmers meant 25% more revenue compared to farms operating individually.

The organized development of agritourism on the territory of Italy began in the 1970s. The sig-
nificance of agritourism is reflected in the fact that in 1981 the Agritourism Act was adopted,
which classifies Italy as the only European Union country with agritourism law, while other
countries apply the general provisions of the agritourism law to the agritourism domain. Re-
search shows that at the beginning of the 21st century, there were about 9314 farm households
registered in Italy with over 135000 beds. One of the most famous agritourism regions in Italy
is certainly Tuscany with 32% of all accommodation units in agritourism in Italy. Accommoda-
tion varies from a relatively small family farm or larger farms to twenty or thirty people. Many
farmhouses also offer numerous activities for their guests: horseback riding, mountain biking
and information on local hiking trails, Tuscan cuisine courses and wine tastings. This type of
vacation can even include family lunches with the host family, grape or olive harvesting, or just
simply enjoying a peaceful, intimate stay in nature. This means that friendly hosts open the
doors to their homes and offer a rustic yet elegant accommodation. Tuscany is rich in agritour-
ism that has significant historical value. Many of these places are old fortifications reminiscent
of the battles between Florence and Siena hundreds of years ago. Many of these once elegant old
villas belonged to aristocratic families.

Agritourism in the area of Greece, for example, has great competition in the other far more
popular form of tourism. However, the first steps in establishing agritourism began after 1970.
Greece is also among the few countries that use agritourism as the backbone of the social policy
of promoting women in rural areas. Also, the reduced tax rate has significantly influenced the
development of agritourism in rural areas. Greece has launched a number of projects over the
years to coordinate activities related to the development of agritourism, as well as in the area of
standardization and association. However, the projects designed in this way did not produce the
expected results; tourism entrepreneurs have independently organized themselves and estab-
lished a non-profit organization whose sole and primary goal is to coordinate activities, jointly
enter the market and solve problems of each of its members.
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The large number of rural areas in the territory of the Republic of Serbia as well as the tradition-
al farming are good preconditions for the development of agritourism. About half of the popula-
tion of the Republic of Serbia lives in rural areas, while the largest number is those belonging to
the group of small agricultural holdings with a country ownership of about 3.5 ha. However, the
development of agritourism and the population of rural areas of the Republic of Serbia started
not too long ago. The reason for this was the inactivity of the public sector, which considered
small rural areas a problem rather than a resource that could be exploited, and consequently, for
many years the subsidies were oriented towards large landowners, while small farmers were de-
prived of them. In addition, the centralization of jobs in large factory facilities is locally oriented
towards cities, which, as a consequence, leads to the migration of rural population to cities. The
newly created employment policy, fueled by heavy subsidies to the foreign industrial sector, is
reopening factory plants within cities. The workers of such factories mostly consist of people
from rural areas who go daily to work and return home by organized transport. Such job cre-
ation combined with poor agricultural policy of the Government of the Republic of Serbia and
low prices of agricultural products leads to the abandonment of rural estates and the cessation
of farming (Rodriguez, 2011).

Dealing with agritourism as an additional form of income in the Republic of Serbia can cer-
tainly be a chance to revive rural households. Compared to the neighbors as well as the EU
countries, the number of rural households engaged in tourism as an additional form of income
is far smaller and according to the data of the tourist organization of the Republic of Serbia it
is slightly over 200. The activities of the Chamber of Commerce of Serbia, which adopted in
2017 a proposal to launch an initiative for granting registered agricultural holdings the right
to collect and issue invoices for catering services provided, indicate that the number of house-
holds is actively increasing. However, registered agricultural holdings engaged in tourism are
currently not entitled to charge for their services independently, but most often do so through
tourism organizations, which significantly complicates business. At the session, a proposal was
adopted to launch the initiative that registered agricultural holdings engaged in tourism, i.e.
agritourism, remain under the direct competence of the Ministry of Agriculture, Forestry and
Water Management, as is the case in Slovenia. A Panacomp organization was created as a kind
of hospitality network. This network covers over 300 selected rural households and represents
the realization of residence and tourist arrangements in rural households in the villages of Ser-
bia with uniquely designed contents and special activities - picking fruits, vegetables and herbs,
mowing, hay collecting, donkey or wild horse races, mountain bikes rides, colorful events and
traditional festivals, tractor races, traditional culinary courses, bread mixing in the traditional
way, home-baked bread dough, folklore schools and folk dance lessons, ancient traditions and
workshops of handicrafts and old crafts, getting to know the rich cultural heritage, a bed and
breakfast, half board or full board basis, made from exclusively local, locally produced ingre-
dients and products.

In document “the Strategy of development tourism in the Republic of Serbia it is anticipated
that rural tourism in 2015 will comprise 6.6% of the total number of tourist nights, with an es-
timated market potential of one million overnight stays and the participation of foreign tourists
from 15% of the total number of overnight stays, which makes about 150 000 (Vukovic, 2017, p.
53). However, practice has shown that the results today are still lower. In fact, due to the lack of
a unique database of accommodation capacities of rural tourism, monitoring of the number of
tourist arrivals and overnight stays was difficult.
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3. ADVANTAGES OF USING IT TECHNOLOGIES
IN PROMOTION OF AGRITOURISM

Attracting potential visitors and tourists within rural areas in order to increase the number of
visits and promote agritourism is not an easy task. In order to generate additional income in ad-
dition to farming and therefore to ensure a better quality of life, the hosts on the farms must pay
particular attention to the quality of the holiday they provide to tourists. Also, as these are indi-
vidual accommodations away from popular tourist destinations and hotel complexes, special at-
tention should be paid to promoting the content and accessibility of information to a wider group
of potential visitors. One way for global promotion is certainly to create websites for each of the
households involved in the business of running agritourism. In this way, potential tourists can
search according to a specific criterion or relevant area and, as a result, obtain useful information
about the accommodation capacities or benefits that available (Andreopoulou et al., 2006).

The agrotourist product has to be based on an interactive presentation of data, so that the pro-
spective visitor will be capable of finding relevant information about the region and its infra-
structures (Papastavrou et al, 2005). In this context, people of the countryside are the pro-
tagonists of the endeavor for the formation and development of agrotourism. Their task is to
motivate tired city people so that they spend their holidays in a meaningful and healthy way of
life. By establishing creative websites, local people are capable of showing-up the natural and
cultural elements of their community, thus attracting visitors for time intervals longer than 24
hours, and leading them to extend their vacation time in the area (Andreopoulou et al., 2006,
p. 8). They may offer high-quality tourist products to people who wish to pass-by even for one
day, or for the weekend, in order to win their gratitude and make them come again for longer.
Purpose of the website is to offer a wide range of information, to develop an interactive data
base about the locality and to promote local agrotourist activities.

Creating a website for the purpose of describing the activities that the household is engaged in
as well as for the purpose of promoting the tourist offer can have a greater effect with mutual as-
sociation. The greater availability of information can certainly be achieved through the partic-
ipation of the state administration, local self-government and tourism organizations in order to
promote the accommodation capacities of agritourism of the region as well as their offer. Practi-
cally after the accommodation establish web sites within which they present their offer, the web
sites created in this way can be linked from the official web-sites of the local self-government
on whose territory the person engaged in agritourism is located. Also, links to accommodation
facilities can be added to the site of a tourist organization of a specific municipality or region
in the country, as well as to the site of a tourist organization of the country itself. In this way, a
potential tourist can search the potential location for their vacation from a tourist organization
website, a website of a tourist organization of the city or a website of local self-government, and
from these websites further obtain the desired information about tourist activities of the specific
area and the accommodation capacities. This kind of organization is especially important when
it comes to foreign tourists, especially those who want to visit a country, region or specific lo-
cation for the first time. It is common practice that tourists first start their search by browsing a
country’s overall tourism offer in the hope of finding the desired information and tips. The web
portal of both official organizations and the state administration and individual service provid-
ers should be full of information as well as multimedia contents that will show both the natural
beauty and the participation of visitors in the activities offered by the accommodation units of
the agritourism.

145



4™ International Thematic Monograph:
Modern Management Tools and Economy of Tourism Sector in Present Era

Also, these web portals should contain detailed instructions on how to get to the desired loca-
tion for both those arriving on their own transport and those arriving using public transport.
Information as well as multimedia must be kept up-to-date in order to always be accurate and
to best reflect the tourist offer.

Interconnection with the participation of state authorities through the implementation of pro-
jects for the digitization of agrotourism offers can also be done by creating a cloud within which
to contain relevant information. Cloud computing is a set of standardized IT performance, de-
livered to customers online, on a self-service and pay-per-use basis. Cloud allows its users to use
different applications without first installing them on computers, as well as accessing data from
anywhere and any computer. For many users, cloud computing is a way to increase the capacity
and performance of their own infrastructures without the initial investment and at low cost.
Global trends show that more and more companies are opting for the introduction of some form
of cloud computing (Viduka et al., 2013, p. 80). Based on the host location, cloud computing can
be classified into four models: shared cloud, public cloud, private cloud and hybrid cloud. These
four models share certain characteristics, but also completely different key characteristics.

The cloud-based agritourism e-services thus created offer information sharing opportunities between
tourists, government and private travel agencies, hotels, insurance companies, etc. One of the uses
of cloud tourism can be mobile applications for sharing information about tourist destinations. For
example, a system can be based on the use of public cloud. The cloud infrastructure itself is accessed
through one of the electronic devices (mobile phones, tablets, PCs) for the purpose of transmitting
information to the cloud. The service can be organized so that users add information about the loca-
tion they are in, such as the name of the location, food and drink information, the various activities
the site offers, events and their impressions. The information can be in the form of multimedia mes-
sages, pictures and sound. Notification of newly added information is forwarded by the cloud service
to all users of this service. After receiving a notification for new information, the user can view all
the details using the downloaded application on their device. By analyzing the data sent within this
service, state agencies for controlling the work of travel agencies, carriers and accommodation facili-
ties can get more information about possible problems. For this reason, travel agencies should also be
users of this service. Travel agencies can add to the cloud information for new tourists in the form of
selected carrier, accommodation, as well as daily planned activities. Such information is forwarded
to carriers, accommodation establishments and travel guides who, based on this information, can
further organize their activities in order to provide the best possible service.

Using cloud computing in conjunction with tools based on GIS (Geographic Information Sys-
tem) and web services can be another way of promoting tourism potential so as to increase the
number of tourists. This is how the GISCloud platform is created, which is actually a WebGis
service that provides tourists with free information about a particular area or tourist destination.
Services like these, base their information on the private data of Internet users who have vol-
untarily made them public. The general idea of such a service is to make it more accessible to
everyday users of web technologies (Ilic & Spalevic, 2017, p. 342). For this reason, the service
can be linked to various social networks (Facebook, Twiter), image sharing platforms (FlickR,
Panoramio) and video sharing platforms (Youtube, Vimeo).

There are two types of users within such services. The first type of users are tourists using the
service themselves to get information about a locality or agritourism offer of a place. The second
group of users includes all those users who supply the service with information about a place. Each

146



AGROTOURISM - LEGAL PROBLEMS AND IT PERSPECTIVES

user who delivers content to the service is given the opportunity to, in addition to sharing their
impressions in the form of comments, pictures and videos, link specific content with an interactive
map of the area or specific object (hotels, restaurants, attractions) to which the facilities are related.
For example, the owners of facilities intended for accommodation of visitors can advertise their
facilities through such a service. The power of such services is based on the availability of spatial
data and the information they carry. Spatial data sharing by system users is a major feature that can
improve their quantity and quality. The organization of data within a web portal or blog should also
be of the highest quality so that users can easily find the information they need. The information
can be divided into groups, for example: 1) tourist facilities, restaurants and hotels; 2) places to
visit; 3) transportation; 4) cultural heritage; 5) site maps. In addition to searching and reviewing
information, one of the quality features that a portal should have is a site-specific tour plan. A plan
like this should offer the user an interactive map of sightseeing, places of interest, and attractions.
The service could create plans based on user-selected parameters. Some of the parameters may be
the duration of the visit, the time of day, etc. It is very important that the initiative to create such
services should come from the tourism organizations of the place as well as from the Ministry of
Trade, Tourism and Telecommunications of each of the countries with tourist potentials. In order
to achieve the best possible implementation, a large number of organizations (IT experts, geogra-
phers, tourism scientists, local government) and individuals should take part.

Popular accommodation search services available worldwide are able to filter their offer based
on a variety of criteria. Some of the criteria are precisely related to the type of accommoda-
tion, so objects belonging to the agritourism domain can be selected as a search criterion. This
kind of opportunity should be exploited by the owners of the facility who are categorized as
agritourism offer. Practically, in order to bring their contents closer to more potential tourists,
property owners should open orders and place advertising on such services. Web services de-
signed in this way enable the connection between the owner of the property and the tourists
themselves. Tourists, using such services, have a certain degree of security when it comes to
booking accommodation. Accommodation owners are responsible for the validity of the adver-
tising content as well as the validity of the description of possible activities that are dusty to
visitors during their stay in their accommodation.

4. LEGAL ASPECTS OF AGROTURISM DEVELOPMENT

Easier access to information is certainly one of the main consequences of the development
of the Internet, but it has also brought simpler ways of infringing intellectual property rights.
Lawmakers are failing to keep up with the dynamics of the development of the Internet, so
today there is no effective enough mechanism to adequately address the amount of IPR in-
fringement on the global network. Whether an infringement of a right has been committed on
the Internet does not in itself change the method of protection, which is irrespective of the form
of the infringement. Protecting against these types of violations requires a lot of work ,on the
ground’, with many obstacles, because the Internet is an undefined expanse, without state bor-
ders. There is no specific type of protection for intellectual property rights when the infringe-
ment is committed on the Internet. In Serbia, the Intellectual Property Office is in charge of this
area. Regarding the regulation, Serbia monitors the world and European intellectual property
protection streams and regulates in a comprehensive manner all the areas that belong to it, and
one of the laws regulating this area is the Law on Copyright and Related Rights*. The issue of

4 Law on Copyright and Related Rights, ,,Official Gazette RS*, no. 104/2009, 99/2011, 119/2012, 29/2016 -
decision US and 66/2019
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the application of the law is a matter of case law, it requires a more extensive analysis and it
is thankless to give a general and an objective assessment. One part of the region is already in
the EU and another is aligning its legislation with a view to accession. The EU attaches great
importance to this issue and is constantly improving regulation; however, infringement cases
involving multiple jurisdictions is something that is not easy to resolve. With the development
of the Internet, a large number of blogs, information portals and other sites have appeared, and
with them the problem of publishing and downloading content in digital format without citing
sources / authors.

Digital content acquisition should also be regulated when it comes to content posted by tourists
as well as by owners of accommodation facilities. Practically, if the tourist has posted travel
photos showing the accommodation facility, as well as the activities that the visitor had during
the trip, the question is whether the owner of the facility is allowed to take those same photos
without the tourists’ consent and place them on his site as a form of advertising. A similar situ-
ation occurs when photos from the site of the owner of the property are taken by travel agencies
or sub-agents for the purpose of promoting and selling accommodation facilities. In such a case,
even if a tourist agrees to post their photos on the site of the accommodation owner, he certainly
could not know that they would be taken over by an agency, and therefore did not give such
consent. Not too often agencies do photo correction, which is unauthorized alteration. The Law
on Copyright and Related Rights, as well as the applicable pavilions of the Republic of Serbia,
do not clearly define whether or not the download of published photographs is a violation of
intellectual property. If the photographs obtained in this way are used as advertising through
a medium, the consequences can be far more serious. Due to the use of photographs without
permission and payment, in recent years photographers have been increasingly suing the media
in Serbia. The penalties are too high and call into question the survival of the media, especially
the local ones, which barely survive without them (Urosevic, 2017). The court equally looks at
the value of a photograph, for example, of a meal or tourist attraction and a criminal suspect.
However, the fact that intellectual property is one of the chapters in Serbia’s negotiations with
the European Union, as one of the important areas whose legal regulation needs to be harmo-
nized with European standards, especially in the light of changes that brought a digital age
with almost innumerable opportunities for abuse. Serbia has made progress in this area, as the
European Commission’s 2014 report shows, but there is more work to do to reach EU standards.

Agritourism from the perspective of travel and health insurance of travelers and tourists is a
special form of tourism. As one of the forms of visitors’ interest in active involvement in the
process of agricultural production, each visitor should have a travel and health insurance policy
for the period of stay in the rural area. Also, if visitors are involved, for example, in the process
of harvesting raspberries, feeding animals or working on farms, the hosts should take all neces-
sary measures to protect them in accordance with the law on safety and health at work”.

The development of tourism in rural areas and therefore agritourism as a strategic goal of the
Republic of Serbia is defined by the adoption of a series of legal documents, starting with the
Law on Tourism® to the National Rural Development Program from 2018 to 2020. The Law on
Tourism defines the conditions and manner of planning and development of tourism, tourism
organizations for promotion of tourism, tourist agencies, services in tourism, the Register of
Tourism and other issues of importance for the development and promotion of tourism. The

3 Law on Safety and Health at Work, ,,Official Gazette RS*, no. 101/2005, 91/2015 and 113/2017 — other laws.
6 Law on Tourism, ,,Official Gazette RS*, no. 17/2019.
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National Rural Development Program 2018 to 2020 sets out the medium-term directions for
rural development and describes in more detail the ways in which rural development measures
are implemented for the 2018-2020 programming period. At the same time, this document is
also in line with the strategic framework of the Common Agricultural Policy of the European
Union for the period 2014-2020, taking into account the specific needs and priorities of the de-
velopment of agriculture and rural areas of the Republic of Serbia. The adoption of the National
Rural Development Plan was preceded by the adoption of a series of laws and sub legal acts.
For example, the Law on Agriculture and Rural Development’ is the legal basis for the adop-
tion of multi-annual planning documents in the field of agriculture and rural development. The
aforementioned law prescribes the adoption of the National Rural Development Program for a
programming period which may not exceed seven years, for the purpose of achieving the stra-
tegic goals prescribed by the Strategy of Agriculture and Rural Development of the Republic of
Serbia for the period 2014 - 20243,

Italy is the only country within the European Union with specific laws regulating agritourism.
It is specific that on the basis of the law, agrotourism is considered as an agricultural activity. In
Italy first modern agritourism activities appeared in 1960. At the beginning there were a num-
ber of problems. The problems encountered were conditioned by the lack formal regulations
and the consequent struggles with the local branches of the Ministry of Interiors, the Ministry
of Finances, and with the Health Ministry. Practically the fight between these ministries was
fought at the level of insurance of tourists and payment of taxes. Based on this Ministry of In-
teriors was in charge of monitoring the movements of tourists. In the same time the Ministry
of Finances advocated the introduction of taxes on persons providing services in the field of
agritourism. At first, these taxes went beyond the possibilities of small hoteliers. Health Minis-
try was responsible for the health of the tourists. This ministry called for the adoption of legal
frameworks for adequate health care for all persons residing in the accommodation capacities
of facilities belonging to rural tourism. This was especially important because of the partici-
pation of tourists in activities on the farm or on agricultural land. The continuous pressure by
the agricultural sector finally has led the National Parliament to issue the Law 730/1985. Six
years after its adoption, this law was amended by the Law no. 06. This new Law recognized that
agritourism is an agricultural activity, regulated for the value-added taxation and for income
taxation purposes by the same rules that supervise all other agricultural activities. The law also
introduced some restrictions on the view of number of rooms in accommodation objects, num-
ber of beds, number of seats at the restaurant, source of ingredients for the meals, etc.

It is also specific to the Italian territory that to the each of the 19 regions was given the opportu-
nity to create its own legal norms based on the aforementioned law. In the process of adoption of
legal norms, the possibility of minor deviations from the law was given, based on specificities of
local agriculture, culture and traditions. Nowadays within the Rural Development Plans several
actions for the expansion and improvement of agritourism have been co-financed by the Euro-
pean Union to local authorities, to groups and even to individual farmers. Funding covers fea-
sibility studies, training courses and extension activities, rural museums, territorial promotion,
etc. Thus, created legal frameworks and funding have facilitated the synergies between public
and private actors (Santucci, 2013, p. 190). With the adoption of the Tourism Law new institute
named farm holiday was created. This new institute combines traditional agricultural activities

7 Law on Agriculture and Rural Development, ,,Official Gazette RS *, no. 41/2009, 10/2013 - other law and 101/2016

8 Strategy of Agriculture and Rural Development of the Republic of Serbia for the period 2014 - 2024, ,,Official
Gazette RS, no. 85/2014
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with tourism, expanding the offer and conciliating the tourist activities with nature. Article 1
of Tourism Law defines agritourism as follows: “Agritourism activities are the reception and
hospitality activities carried out by the agricultural entrepreneurs referred to in Article 2135 of
the Italian Civil Code, including in the form of capital companies or persons, or associated with
each other, through the use of their own business in connection with the farming, forestry and
animal breeding activities” °.

Agrotourism in Greece, as it is mentioned above, has a relatively short history. Its roots can be
found in various forms of rural tourism that are common in Greece and take place on religious
holidays, and at weekends. “Farmers and agrotourism” was initiative that was also launched
in the mid-1980s as a type of tourism for mountainous and less favoured areas. As in the case
of Italy, the Ministry of Agriculture had a great influence on the development of agritourism.
With the agrotourism development plan provided by the Greek Ministry of Agriculture priority
of development was given to areas with declining economies or population, and to border and
peripheral areas and those with little or no mass tourism.

Financial aid was provided by European Union measures, namely Regulation 797/85 for struc-
tural investments in agricultural holdings and the LEADER initiative. The financial support
thus defined included farmers who wanted to develop agrotourism activities and met some
standards. Based on adopted regulations farmers who live in mountain areas and islands (ex-
cluding areas with massive tourist sectors) can achieve greater financial subsidies. This support-
ive practice continued with Regulations 2328/91, 950/97 and 1257/99, which were subsequently
replaced by 797/85 and the LEADER II and LEADER PLUS initiatives with minor changes.
The decision from 2019. enacted by the Tourism Ministry and the Rural Development and Food
Ministry introduces the requirements for the Special Agrotourism Seal (ESA in Greek) which
is mandatory. So as to ensure regulated business activity, professionals in the sector demand
activity codes from all agrotourism enterprises across the country.

As highlighted in the announcement of tourism ministry, agrotourism businesses in Greece be-
long to a sub-category of tourist enterprises and operate with a ministry-approved special seal.
According to the decision, all agrotourism-oriented facilities including but not limited to farms
and ranches offering such services are required, to take the necessary actions to obtain the seal.
Furthermore, in order to set up an agrotourism enterprise, interested parties must be signed up
in the Greek farmers’ registry and be able to offer accommodation of up to 40 beds on or off
farm or agricultural locations (Kizos & losifides, 2007).

Throughout Greece, there are Regional Tourism Services managed by The Greek National
Tourism Organisation whose major competences are: granting the special license of operation,
keeping the pertinent tourism business register, inspecting/auditing tourism businesses and im-
posing sanctions in cases where there is a violation of the tourism legislation in force. The Spe-
cial Agency of Culture and Tourism (organisational unit of the former Ministry of Culture and
Tourism) is in authority for planning, coordinating, managing and monitoring the implemen-
tation of the National Development Plan of the Ministry of Culture and Tourism and its super-
vised bodies. In order to implement the national strategy for tourism, the Ministry cooperates
with the competent bodies (e.g. Ministries of Infrastructure and Transport, Environment and

0 Franceschelli, V. From Tourism to Sustainable Tourism An Italian Perspective, Retrieved 20.02.2020.
From: https:/www.researchgate.net/publication/328561356 From_ Tourism_to Sustainable Tourism
An_Italian_Perspective.
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Energy, Hellenic Statistical Authority, Local Government Organizations, etc.) and coordinates
the operation of the supervised entities (mainly the services of the Greek National Tourism Or-
ganisation and of the Hellenic Chamber of Hotels)'®. The latest scheme in the field of unification
of legal norms governing tourism in Greece is the codification of all laws and their digitization.
All laws that fall under the responsibility of the ministry of Tourism — including rules involv-
ing hotels, travel agencies, tourist coaches, tourism education and special forms of tourism —
are now gathered in a database and will be available online through an efficient platform that
will be accessible through the tourism ministry’s website. Through the new platform, interested
parties, including Greek tourism enterprises and professionals, co-competent ministries, cham-
bers, regions, local authorities and civilians, will be able to access the legislation without the
need to refer to older laws and anachronistic provisions. The systematization of Greek tourism
laws is projected to be particularly useful for potential investors.

The enacted laws and regulations, as well as the strategies for the development of rural areas
all over the world encompassed the development of agritourism as a kind of compound with
agricultural production. The laws and legal regulations introduced in this way provide the legal
basis for the development of tourist offer in rural areas.

5. RESULTS OF RESEARCH AND DISCUSSION

The current state of agritourism in the Republic of Serbia as part of the research was examined
from the aspect of promotion of tourist potentials using electronic services. It is known that in the
Republic of Serbia there are 328000 rural households that have up to 3 ha of land and are engaged
in agriculture, which makes up 56% of the total number of rural households. Such households
are the right candidates to engage in agritourism as a supplementary activity of agricultural
production with the aim of higher income and raising the quality of life. In order to determine
the number of those engaged in agritourism, a survey was launched to guide potential tourists,
which is an overview of the tourist offer of the Republic of Serbia and an overview of the offer of
accommodation capacities using electronic search services in booking accommodation.

By browsing the web portal of the Tourist Organization of Serbia, it is very easy to find a list of
households that deal with tourism in addition to agriculture. For each of these households, a brief
description of the activities, accommodation capacities, as well as instructions on how to reach
the household itself is given. The description of each household also contains the contact informa-
tion of the owner in the form of his first and last name and telephone number. In order to see how
many of the total number of households a web portal has been created and therefore better-quality
information with its accommodation capacities and activities it offers, an analysis of these house-
holds was carried out. A comparison of the number of households with and without their own
web sites by regions of Serbia is given in Table 1. Summarizing the results, it is concluded that
the tourism organization of Serbia publishes 219 households dealing with agritourism. The total
number of those who have their own website is 82, which makes 37.44% of the total.

Table 1. Comparison of rural households with and without web sites by region of Serbia

Central Serbia | Western Serbia Vojvodina Eastern Serbia
# of objects with web sites 22 24 27 9
Total # of objects 88 44 51 36

10 Division of Power, Greece — Tourism, Retrieved 20.02.2020. from https://portal.cor.europa.eu/division-
powers/ Pages/Greece-Tourism.aspx
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In addition to the web portal of the Tourist Organization of Serbia, and in accordance with the
tourist practice of finding accommodation using one of the most popular electronic services
booking.com, as part of the research, the service was searched according to various criteria
that match agritourism. The results obtained by type of accommodation facilities are shown in
Table 2. Comparing the results obtained by searching the website of the tourist organization, as
well as the site booking.com, it can be concluded that the approximate number of households
is present on both portals. The number of households that have their own website linked to the
web site of the tourist organization of Serbia is far less than the number of those who decided to
use booking.com to promote their offer.

Table 2. Number of accommodations by type on booking.com

Vocation home | Home stays | Country houses| Farm stays Resort villages
| Total # of objects 103 29 28 10 1

A good example of quality promotion of agritourism is certainly the portal village.co.rs. The
portal offers accommodation in Zlatibor, accommodation in Tara, Fruska Gora, Divcibare,
Kopaonik and many other mountains of Serbia. Also, here you can find ideas for farm holi-
days. In the spring days and during the summer, rest and enjoyment through this portal can be
sought at numerous accommodations on the Drina. The portal was awarded the Merit in the
domain of promotion of the offer by the Tourist Organization of Serbia, which awarded to the
Rural Tourism of Serbia the Tourist Flower - the largest national recognition in tourism - in the
category Promotion of Serbia in the electronic and print media. Thanks to the results of Selo.
co.rs, the National Association of Rural Tourism of Serbia is a member and active representa-
tive of Serbia in the European Federation for the Development of Rural Tourism EUROGITES.
EUROGITES is a gathering of 28 professional organizations from 25 countries of the world that
provide the opportunity to inform and choose an authentic rural holiday. Selecting Serbia as
one of the Member States gives you an interactive map and a brief description of the following
content, ,,Holidays on a farm in Serbia - an unforgettable experience. Spend your vacation in
close contact with nature in the homey and hospitable surroundings of one of the tourist farms.
The countryside offers ideal opportunities for sports and farms as well as excellent starting
points for excursions around the country. Enjoy the specialties from the traditional cuisines of
Serbia accompanied by excellent wines”. Active membership of Serbia in such an organization
increases the visibility of agricultural tourism capacities to foreign tourists. Therefore, it is
realistic to expect an increase in the number of tourists located within the facility located in a
rural area. Increasing the number of visitors as well as the income received by both domestic
and foreign tourists will contribute to the development of awareness of rural households in the
area of inclusion in the process of adaptation and construction of accommodation capacities and
agrotourism.

6. CONCLUSION

Decades of migration from rural areas to cities for employment and livelihoods have led to a
decrease in rural population and the abandonment of fertile land. The rest of the population, in
order to provide better living conditions in addition to farming, and in line with the increasingly
popular trend of holidays in nature and rural areas, began to deal with tourism. Agritourism, as
a kind of combination of tourism and agriculture in this way, has found a significant place in the
life of both the people in the countryside and the tourists seeking escape from the urban hustle
and bustle in these environments.
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Significant potentials for the development of agritourism in the Republic of Serbia can be said to
have been used to a small extent. The number of holdings in the territory of the Republic of Ser-
bia engaged in this type of tourism has not changed significantly in recent years. The promotion
of the farms included in the tourist offer is largely well organized by the Tourist Organization of
Serbia. The disadvantages of the current promotion are reflected in the small number of house-
holds that own their own web portals, where they publish all relevant information regarding
their offer. Also, a small percentage of local government web portals contain a section listing
accommodation in their territory.

By adopting a series of legal regulations, as well as national rural development strategies, the
Republic of Serbia is actively working on the development of these areas as well as on the de-
velopment of tourism within these areas. Practice shows, however, that the adopted standards
do not apply to the intended extent. Confirmation of the non-implementation of the activity plan
is reflected in the lack of interest of state authorities in investing in rural infrastructure. For ex-
ample, it is not uncommon for rural areas located only two to three kilometers from the center
of the nearest town to have a restricted water supply system, a sewer system, and no sheltered
infrastructure. These are the basic shortcomings of further development as well as the main
reasons why tourists avoid coming to these areas, and therefore do not increase the number of
tourists in such environments.

The potential of the Republic of Serbia in terms of natural beauties, healthy environment and the
production of healthy agricultural products can be used as a basis for improving tourism offer
and rural life. The active involvement of homeowners with regard to better promotion through
the use of information and communication technologies, as well as with the state authorities in
terms of creating better quality infrastructure, can significantly improve this tourism sector.
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Abstract: Branding is the soul of marketing. The destination brand image increases the acknowledge-
ment and feelings of the individual toward the destination and provided tourism services. The special-
ized and positive brand image of the destination absolutely motivate the individual to awaken the travel
desires and to start searching for the internal and external information sources. Owing to the develop-
ments in communication and technology in the contemporary era, the individual reaches the informa-
tion so readily that has let many marketers to realize and focus on the importance of the brand image
as it is the picture of the destination in the individual’s mind based on what they hear and see from the
information sources including social media platforms. Additionally, the picture of the destination in the
individual’s mind is formed after the visiting experience as well. If that picture of the destination match-
es with the individual’s motivations, the destination has a great power in the evaluation stage of the
decision process of the individual. At this point, understanding the travel motivations of the individual
has a substantial role in building a destination brand image. In this study, the authors aim to develop a
brand image model that will trigger the individual to take travel decision and maximize the value match
between the projected image and the perceived image of the destination through linking the cognitive,
affective, unique image components with the push and pull travel motivations. Recommendations will
be offered how a destination brand image should be built regarding the destination brand image model
of the study. With that model, it is expected to guide the destination marketing organisations and the
marketing managers in terms of building brand a destination brand image.

Keywords: Brand Image Model, Destination Image, Travel Motivations.

1. INTRODUCTION

estination branding is one of the important tools that the destination marketing managers

build a destination brand in order to differentiate the destination from its competitors;
gain competitive advantage; attract more visitors, and investment opportunities to the region.
Through branding, firstly it is aimed to make the individuals aware of the destination and then
to build the desirable connotations for that destination. The main goal of destination branding
is to create a destination image that will positively affect the decision process stages of the in-
dividuals. From the individual’s point of view, the decision process of the destination requires
subjective judgement rather than objective measurements as that destination cannot be experi-
enced prior to travel. Therefore, the destination image that the individuals create in their mind
based on the limited information plays a significant role in choosing the destination.

Destination branding covers all marketing activities carried out to create a destination image that
will trigger the travel desires of the individual. Afterwards, the destination image needs to be as
powerful as in order that the individual who recognize the need of travel should start taking action
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to follow through the desires. In other words, creating a strong and positive destination image in
the mind of the individual constitutes the main purpose of destination branding. Therefore, in
order for the destination branding process to succeed, it is substantial to understand the structure
of the destination image; its formation process; and the factors affecting the destination image.

In this study, destination brand image, its components and travel motivations will be discussed
through secondary research in order to grasp the essence of the topics, that will help to develop
a brand image model of this study. The brand image model is built in order to increase the value
match between the projected image and the perceived image of the destination based on the
cognitive image composed of pull motivations, the affective image composed of push and pull
motivations and the unique image composed of push and pull motivations.

1.1. Literature Review

Destination image researches are considered to be the precursor to successful destination mar-
keting strategies. Discovering visitors’ differences in perceptions, images and motivations to-
ward a destination is essential to comprehend and predict tourism demand and its impact on
the tourism location. Indeed, this understanding of destination image and visitors’ perceptions
is critical to a destination and provides the basis for more effective and efficient future strategic
planning of the destination (Di Marino, 2008, p. 1). The perceived destination image, formed by
the combination of visitor expectations, personal interpretation of the travel experience and the
identity characteristics of the visitor, influences the visitor’s decision to choose destination and
level of satisfaction. At the decision process, the destination with the favourite image is more
likely to be chosen by visitors (Komppula and Laukkanen, 2016, p. 45).

The destination image is the sum of a visitor’s impressions of a particular place, or the visitor’s
general perception of that place. Destination image is more about the perception of the relation-
ship between the individual and the destination than the objective perception of the destination
because the visitors’ individual interpretations of reality are personal fictions. Crompton (1979)
and Reilly (1990) see the image in terms of a picture in the mind; they suggest that destination
image is the sum of all those emotional qualities like experiences, beliefs, ideas, recollections
and impressions that a person has of a destination (Di Marino, 2008, p.2). Therefore, destination
image is unique and the factors affecting image formation are very diverse and the process of
formation is complex (Jenkins, 1999, p. 2). Individuals who recognize their desire for travelling
benefits from many internal and external sources. Those information sources are promotion-
al literature (travel brochures, posters), the opinions of other experienced visitors (family and
friends, travel agents) and the general media (newspapers, magazines, television, books, mov-
ies); additionally, the destination image will be affected and modified regarding the first visiting
experience (Echtner and Ritchie, 2003, p. 38). Considering the developments in the communi-
cation sources in the contemporary era, social media platforms have a great influence on the
travel decisions of individuals; for this reason, social media platforms should be taken into
consideration regarding the external information sources during the formation of image pro-
cess. Basically, individuals create images in their mind through the available information of the
destinations from various sources over time; and that information become a mental construct
which is noteworthy to individuals (Komppula and Laukkanen, 2016, p. 45).

Due to its ambiguous, subjective and abstract features, destination image is difficult to define; be-
sides, it is composed of numerous components (Fakeye and Crompton, 1991, p. 10). In general,

156



UNDERSTANDING THE RELATIONSHIP BETWEEN
PUSH AND PULL TRAVEL MOTIVATIONS AND DESTINATION BRAND IMAGE

while many studies agree that the destination image is a general impression and multidimensional,
there is no consensus on what dimensions make up this general impression. Baloglu and McCleary
(1999) state that considering the rationality and sensuality of individuals destinations image is de-
veloped and consists of a combination of two basic dimensions; cognitive and affective (Kim and
Chen, 2015, p. 2). From another point of view, Gartner (1994) suggests that the destination image is
composed of three dimensions which are distinct but hierarchically related; cognitive, affective and
behavioural (p. 193). However, Echtner and Ritchie (2003) suggest that destination image compo-
nents should include holistic and unique images addition to individual destination attributes (p. 40).

The cognitive image associated with the characteristics of destination, which is developed in an
intellectual way. “The cognitive component may be viewed as the sum of beliefs and attitudes
of an object leading to some internally accepted picture of its attributes. The number of exter-
nal stimuli received about an object is instrumental in forming a cognitive image” (Gartner,
1994, p. 193). Ultimately, the tourism consumer must have at least a little knowledge in order
for the image of a destination to be formed. Many of the destination image studies focus on the
physical, concrete characteristics of the destination, analysing the cognitive perceptions of con-
sumers. The image of the destination should be examined on the basis of the characteristics and
attractiveness of its resources, which leads the tourist towards visiting that destination. When
the studies of destination image are examined, many attributions such as climate, accommoda-
tion, shopping opportunities, landscape, night life, safety, transportation facilities are common-
ly used; whereas, some attributions such as originality, social interaction, service quality appear
less in the research topics. However, it is observed that the list of attributions varies according
to the characteristics of the destination, and the purpose of research.

The affective image depends on the visitors’ feelings towards the destination. Affect stands
for an individual’s feelings toward an object, that will be favourable, unfavourable or neutral
(Fishbein, cited in Pike and Ryan, 2004, p. 5). According to Gartner (1994), the affective com-
ponent relating the value that individuals attribute to the destination in line with their motives
becomes operational when the evaluation stage of decision process begins (Gartner, 1994, p.
196). Individuals make affective assessments after hearing about destinations therefore the cog-
nitive image has a significant impact on the affective image, and that cognitive image precedes
affective elements. In tourism destination image studies, it has been observed that the affective
component, which was often neglected, has been taken into account in recent years. Pike (2002)
analyses 142 destination image studies published during the period of 1973-2000 that only six
of them show an explicit interest in affective images (Pike and Ryan, 2004, p. 6).

The conative image component is analogous to behaviour because it is the action component
that after all internal and external information is processed, a decision is made. The conative
component’s relationship to the other components is direct and depends on the images devel-
oped during the cognitive stage and evaluated during the affective stage. (Gartner, 1994, p. 196).
“Conation may be considered as the likelihood of visiting a destination within a certain time
period” (Pike and Ryan, 2004, p. 7).

The holistic image or general image is composed of general impressions about the destination
(Echtner and Ritchie, 2003, p. 43). Um and Crompton (1990) also state that the image of the desti-
nation consists of holistic impressions of visitors. “The image of a place as a pleasure travel desti-
nation is a gestalt. It is a holistic construct which, to a greater or lesser extent, is derived from at-
titudes towards the destination’s perceived tourism attributes” (Um and Crompton, 1990, p. 432).
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The unique image consists of unique attributes which should distinguish the destination from
its competitors (Echtner and Ritchie, 2003, p. 43). Sometimes, it is not enough to choose a
destination that is among the various destinations that offer similar features such as quality
accommodation or natural landscapes. Therefore, in order for the destination to be the final de-
cision, it must be unique and different from the alternatives that the consumer evaluates. Unique
functional attributes can be the icons and special events, such as the Sydney Harbour Bridge or
the Glastonbury music festival (Jenkins, 1999, p. 5).

Besides the destination brand image, it is important to examine travel motivation, to highlight
the most important reasons that lead tourists to travel, and to identify the characteristics that at-
tract tourists to certain destinations. Motivation is described as a state of necessity which pushes
the individual to act in order to reach a certain level of satisfaction; and also, it is a key factor
affecting the decision process of possible visitors (Beerli-Palacio and Martin-Santana, 2017).

Dann (1997) introduces the push and pull motivations theory that is widely accepted by the
authors; “push factors can, at the most basic level, be explained as intrinsic factors or internal
drives that urge individuals to travel” (Yousaf and Amin, 2018, p. 202). The pull motivations are
the attributes of the destinations’ overall attractiveness (such as beautiful landscapes, cultural
attractions, beaches, historical sites, etc.); accordingly, the push and pull motivations work to-
gether that the destination attributes can trigger the internal drives (Cassidy, 2005, p. 6).

1.2. Destination Image Model of the Study

The image of destination can be defined as follows; if the mind of the person is considered as a
canvas, all kinds of push and pull travel motivations that influence the visitor can be a touch and
a point to that canvas. The projected destination image which the destination marketers build
and the perceived destination image which is formed by the combination of visitor expecta-
tions, personal interpretation of the travel experience and the characteristics of visitor are very
important for strategic destination marketing planning as both impact the individual’s decision
process and the level of satisfaction. Destination image plays a substantial role in the potential
visitor’s travel behaviours and decisions and suggest that destinations with a strong, positive
image are probably more considered and selected during travel decision process.

The destination image representing all the individual’s knowledge about the destination and
one’s feelings towards the destination is a general impression of the destination. In other words,
the image of destination encompasses all connotations in the form of all kinds of thoughts, be-
liefs, feelings and attitudes that destination evokes and associates with the individual. However,
the destination image is more related to the perception of the relationship between the individual
and the destination than to the objective perception of the destination as the visitor’s individual
interpretation of reality is a personal fiction.

From the individual’s point of view, travel decisions require subjective judgment rather than
objective measurements, as the tourism product cannot be experienced prior to travel. Yet po-
tential visitors have often secondary knowledge about a destination as they have not visited the
destination before. Therefore, the projected destination image in the visitor’ mind about that
destination is very effective in the decision process; and the perceived image is very substantial
as the experienced visitors can impact the potential visitors’ decisions with their opinions and
sharing on the social media platforms.
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For destination marketers, destination image is important because its projected and perceived
images affect the behaviours, attitudes and tendencies of the visitors, and the main competition
takes place between the competitive destinations in order to gain a positive place in the mind of
visitors. In this context, the value match between the perceived destination image of the visitors
and the projected destination brand image during the branding process indicates that realistic
and consistent expectations are created and that these expectations are met.

The individual compares the information s/he faces under the destination brand with the typical
images s/he has in her/his minds. Potential visitor can adapt the information s/he faces with a
particular destination by matching it with the existing destination image s/he has. The desti-
nation image in the mind of the individual becomes more realistic, complex and differentiated
after visiting the destination. If the visitor thinks that there is a value match between what s/he
expect and what s/he finds, it can be said that the destination has a strong image.

Moreover, the travel motivations play a significant role in the stages of decision process as the trav-
el motivations are the main factor which persuades the individual to take travel decision. Pull mo-
tivations relating the destination attributes push the individual to act in a certain way and trigger
off the individual’s inner motivations so called push motivations. If an individual prefers to have
romantic memories, s'he will look for destinations which has a romantic image. On the other hand,
the romantic image of the destination can also provoke one’s push motivations that the individual
starts considering the trip to that destination. Additionally, for the individuals who like being phys-
ically active prefer destinations which provide an opportunity to do a certain type of an activity
the cognitive image of the destination plays a substantial role as it is related to the attractiveness of
the destination. Accordingly, one can consider the push and pull travel motivations as an integral
part of destination image components during the process of building a destination brand image.

The image formation in the visitors’ mind is based on the information sources and push and pull
travel motivations; however, elaboration of this process will be useful for a better understanding
of the subject. It is seen that there is a need for a model which combines the push and pull travel
motivations with destination image components that will lead the individual to take travel deci-
sion and increase the value match between the projected image and the perceived image. That
is why, the authors develop a triangular prism destination brand image model that will link the
push and pull motivations with three image components which are cognitive image, affective
image and unique image of the destination in order to make the destination more attractive and
to ensure the value match.

The model is designed in the form of a triangular prism created by using Corel Draw and Adobe
Photoshop programs. The main idea behind using the triangular prism as a model is to show that
all these elements depend one another that any communication mistake or misunderstanding
can lead to a negative destination image.

The two triangular bases are composed of the projected image and the perceived image, that
stands for the effect of puzzle. It is not a secret anymore that in the contemporary the individual
can easily reach the information; furthermore, the impact of social media platforms is undeni-
able. The individuals who have not visited the destination are increasingly affected by internal
and external information sources. Those information sources are ways of introducing the pro-
jected image of the destination. Furthermore, the opinions of experienced visitors are highly
important in the travel decisions of the individuals. That is why, the destination should meet the
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expectations of the visitors. At this point, it is important to understand the push and pull travel
motivations of the tourist in order that the destination attributes can be improved based on that
importance; and, the destination brand image should include the important travel motivations
as well. If the destination image provokes the push and pull travel motivations of the individual,
the possibility of the visit intention increases and s/he can take the travel decision. When the
individual visits the destination, if the projected image is realistic and the destination matches
with her/his travel motivations, s/he identifies herself/himself with the destination. In that way,
a strong value match will be generated between the projected image and the perceived image.
Thanks to this value match, the revisit intention of the experienced visitors will be positively
affected and also, they can recommend the destination to the other possible visitors; share posi-
tive posts on social media; personalize the website of the destination with positive comments as
well. Accordingly, the value match between the projected image and the perceived image will
positively affect the stages of decision process of the individual. The projected image should
be strengthened by three lateral faces which are the combinations of three destination image
components with push and pull motivations. As previously discussed, the importance of the
push and pull motivations influence the decisions of the individuals that is why the three-image
components should be constructed considering the push and pull motivations.

Figure 1. The triangular prism of destination image

Source: Own source

There is no precise model regarding the destination image components; however, five destina-
tion image components (cognitive, holistic, unique, affective, conative) are given in the litera-
ture review. In this triangular prism of destination image model, three components (cognitive,
affective, unique) are decided to be used because the holistic image represents overall image
that one can call it as the general destination image including three mentioned components. The
conative image is described as the likelihood of travel to the destination; therefore, one can see
it as a purchase stage of the decision process.

The cognitive image is set as a base of three lateral faces, because it motives the possible visitors
of the destination to follow their travel desires and creates the unique image as well. In other
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words, the cognitive image pushes the visitors to take travel decisions. In the model, pull mo-
tivations which contribute to the attractiveness of the destinations constitute the cognitive im-
age. Therefore, when building a destination image, the marketers should emphasize the certain
destination attributes which are the pull motivations of the individuals. Besides, the affective
image comprises of push and pull motivations that any push motivation factor can also relates to
the affective image; and, any certain type of activity related to the attributes of the destination
can develop strong emotional connections with the visitor. Also, the unique image consists of
push and pull motivations that any landscape, cycle road, restaurant, culture, etc. can be very
special and unique for the visitors; and also, any place can be very unique with the sentimental
moments Or memories or experiences.

Figure 2. Surface area of the triangular prism of destination image
Source: Own source

Figure 3. Base aspect of the triangular prism of destination image
Source: Own source

As it is shown in the figure 3, the base of the model is the cognitive image composed of the pull mo-
tivations. The figure 4 shows the outlook of the triangular prism of destination image that one can
see the other two lateral faces; the affective and unique images which should be constructed consid-
ering the push and pull travel motivations of the target group. The triangular bases have the same
significance with the other. However, in the model it is preferred that the perceived image is seen
in the front part of the triangular prism, because the perceived image is last one which stays in the
visitors’ mind even though there is a circle between the projected image and the perceived image.
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Affective Image

Figure 4. Outlook of the triangular prism of destination image
Source: Own source

The cognitive, affective, unique images should be enough persuasive to affect the travel motiva-
tions of the individuals. That is why, when building a destination image, the travel motivations
of the individuals (target group) should be examined firstly then the three image components
must be projected taking into consideration the most important travel motivations of the indi-
viduals in order that those images provoke the travel motivations of the individuals that also
provokes the travel decisions of the individuals.

Furthermore, it is important to maximize the value match between the projected image and
perceived image in the light of the brand image model of the study. In order to increase the level
of value match, a realistic picture should be created. The local stakeholders, governors, private
investors should also focus on improving the attributes of the destination which are important
motivation sources for the individuals.

A 4

Travel Three Image
Motivations Components
- \_-// / \\\_-/// /

Figure 5. The relationship between the travel motivations and three image components
Source: Own Source

1.3. Case Study

In this case study, the authors aim to build the brand image of a rural development project ac-
cording to the destination brand image model. It is clear that the push and pull travel motivations
have a major impact on the travel decisions of the individuals. However, the new developments
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in the destinations might not be the most important pull motivations of the individuals. At this
point it is important to trigger the push motivations of the individuals by the help of the attrac-
tiveness of the new developments. That is why the authors chose a rural development project
which is still ongoing in order to demonstrate an example of how to construct the destination
brand image regarding the new developments.

As many countries, Hungary focuses on activating the potential of rural regions in order to in-
crease the competitiveness of the destinations. The Minister of Rural Development of Hungary
highlighted the significance of Lake Tisza Complex Project, which intends to attract more tour-
ists to the region during his visit to Lake Tisza Expo in May 2014. It is still progressing. The Lake
Tisza Complex Projects is composed of several sub projects which are as follows: increasing the
number of marinas along the river Tisza; import of 20 canal boats for holiday rentals; reconstruc-
tion of the cycle and walking paths; fishing pass which is an ecological project to restore the fish
migration roads in Danube; cleaning of the Tisza lake and river which is an ecological project.

The brand image of the holiday boat rental will be focused in this part. There will be 12 mooring
points in the river Tisza including 2 marinas in Lake Tisza. The figure 6 shows those mooring
points in the region. The new boats will be located at Kiskore and Tokaj marinas. Furthermore,
there will be no required license and previous boating experience in order to rent those canal boat.
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Figure 6. Map of the developing marinas in the region
Source: Nicols Company, 2019

The understanding of push motivations of the domestic tourists in Hungary plays an important
role in building the brand image of the concept of holiday boat rental as it is a new attraction.
The target group constitutes domestic tourists because at the beginning of introducing a new
development in a particular rural destination domestic tourists’ demands are much higher com-
paring the international tourists. In order to examine the push motivations of the domestic tour-
ists in Hungary an online questionnaire used as a qualitative method.

163



4™ International Thematic Monograph:
Modern Management Tools and Economy of Tourism Sector in Present Era

The questionnaire consists of three main parts. The first part contains 8 multiple choice ques-
tions about the demographic characteristics of the respondents. The questions are formed to
understand their gender, age, education, marital status, employed status, household income sta-
tus; and to determine which city they live in, and how many children/grandchildren they have
under 18 if they have any. The second part composed of 5 questions is associated with the re-
spondents’ travel behaviours. The aim of the questions is to understand how often they travel
in general and to countryside; whether they have any cottage in the countryside or not; how
long their countryside trips are; who their travel mates are. The third part of the questionnaire
consists of 9 questions about the push travel motivations of the respondents. The questions are
also developed in terms of the literature review. The respondents are asked to rate their push
motivations on a 5-Likert scale that how important these 9 factors are as 1=not at all important,
2= less important, 3= neutral, 4=important, S=very important.

At the final stage, a pilot application is made to test the intelligibility of the survey form by sending 5
people who has different backgrounds. The survey form was shared on the social platforms between
25" of October and 5™ of November, 2019 after giving its final shape in terms of design and verbal
expression. The language of the questionnaire is English that is an important limitation of the study.

123 valid answers are gathered and results are analysed using different statistical methods.
Based on results major characteristics of the respondents are demonstrated in the following
lines. The of woman respondents are 49,59% of the sample group and man respondents repre-
sent 50,41%. Most of the respondents are 25-34 old years old and consist of 54,47% of the total
respondents. 57,72% of the respondents live in Budapest. 39,84% the respondents have bache-
lor’s degree while 36,59% of the respondents have master degree. 42,28% of the respondents
are single, and 35,77% of the respondents have a relationship. 21,95% of the respondents are
married. 86,18% of the respondent do not have any child. 43,90% of the respondents are full-
time employed. 65,04% of the respondents have medium income level.

The findings of the respondents’ travel behaviours are summarized in the figure 7.

33.33% of the sample group travel monthly, and 53,66% of the respondents travel a few times a
year. On the other hand, 26,83% of the respondents travel to the countryside monthly, 43,09% of
respondents travel to the countryside a few times a year. 78,05% of the respondents do not have
any cottage in the countryside.

Frequency of travelling Number of Respondents %

Weekly 5 4,07%
Monthly 41 33,33%
A few times a year 66 53,66%
Occasionally 11 8,94%
Frequency of countryside trips Number of Respondents %

Weekly 8 6,50%
Monthly 33 26,83%
A few times a year 53 43,09%
Occasionally 29 23,58%
Having a cottage in the countryside Number of Respondents %

Yes 27 21,95%
No 96 78,05%

Figure 7. Travel behaviour of the respondents
Source: Own Source

164



UNDERSTANDING THE RELATIONSHIP BETWEEN
PUSH AND PULL TRAVEL MOTIVATIONS AND DESTINATION BRAND IMAGE

8 days or...

Figure 8. Length of stay of the respondents
Source: Own Source

Additionally, 65,9% of the respondents prefer 1-2 days countryside trips; however, 20,3% of the
respondents prefer 3-4 days countryside trips. It is observed that there is not too much demand
for long countryside trips as 8,9% of the respondents do 5-7 days trips and 4,9% of the respond-

ents do 8 days or longer trips.

Alone

Friend
31,3%

Partner
24,6%

Figure 9. Travel mates of the respondents

Source: Own Source

31,3% of the respondents prefer travelling with friends, 30,8% of the respondents’ travel mates
are friends. Additionally, 24,6% of the respondents travel with their partners. 13,3% of the re-
spondents constitutes solo travellers.

Experincing mysterious destinations
Feel excitement

Feeling like an explorer

Feeling refreshed

Being at a happy place

Desire of being physically active
Relaxing away from the ordinary life
Sense of comfort

Feeling of romance

0 1 2 3 4 5
Figure 10. Mean calculations of the push motivations

Source: Own Source
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Regarding the push motivations of the sample group, it is seen that relaxing away from the ordi-
nary life is the most encouraging push motivation that for %67,5 of respondents mark it as very
important. Additionally, feeling refreshed is very close to the relaxing away from the ordinary
life. Consequently, it can be said that in the contemporary technology era, people are generally
looking forward to escaping from the daily routine and its stress.

The other push motivations which are important are being at a happy place and sense of com-
fort. Addition to this, desire of being physically active, feeling like an explorer, feeling excite-
ment about the destination, and feeling romance have relatively importance.

Percent of Percent of
Push Motivations Mean respondents voted | respondents voted
for ‘5’ for ‘4’

Relaxing away from the ordinary life 4,5528 %67,5 %22
Feeling refreshed 4,5203 %64,2 %26
Being at a happy place 4,3496 %52 %34,1
Sense of comfort 4,252 %46,3 %374
Desire of being physically active 3,9593 %35 %35
Feeling like an explorer 3,7724 %25,9 %29,3
Feeling excitement about the destination 3,7642 %29,3 %32,5
Experiencing mysterious destinations 3,5854 %22,8 %31,7
Feeling of romance 3,4715 %17,9 %34,1

Figure 11. Mean calculations of the push motivations-2
Source: Own Source

It can be concluded that for domestic tourists in Hungary relaxing away from the ordinary life,
feeling refreshed, being at a happy place and sense of comfort are triggering factors. Therefore,
those factors must show up in the brand image of the holiday boat rental in the region. The
commercials regarding this project should spread that the canal boat for holiday helps to escape
from daily life and provides the feeling of refreshed. Additionally, the commercials must show
a happy atmosphere with family, friends and partners; give the sense of comfort. The canal
boats and the development of marinas will bring a new soul to there. That is why the projected
image of the holiday boat rental must be very positive to impact the decisions of the individu-
als through effecting the push motivations of them. On the other hand, the expectations of the
individuals what are created by the commercials should be met in order to maximize the value
match between the projected image and the perceived image.

2. CONCLUSION

Today, competition is not only between products or companies, but also between destinations.
When one looks at this framework, destinations which want to gain an advantage in competition
need to determine the characteristics that will enable them to be a brand and go on the way to
benefit from them. In fact, every destination is a brand, because each destination has distinc-
tive features and differences from another destination. However, every destination brand does
not have the same value. Some destination brands are considered more valuable by their target
visitors, while others are seen as less valuable. At this point, it is important to understand how
those destination brands are perceived from the individuals. That is why, it is also important to
project a destination brand image which has a superior place in the individuals’ mind and im-
prove the tourism services to meet the expectations of the individuals in order to be a favourable
destination at the decision process of the individuals.

166



UNDERSTANDING THE RELATIONSHIP BETWEEN
PUSH AND PULL TRAVEL MOTIVATIONS AND DESTINATION BRAND IMAGE

Destination brand image is the sum of one’s impressions, feelings, thoughts, beliefs and con-
notations regarding the destination. Destination brand image can also be defined as the picture
that individuals creates in their mind according to what they perceive in terms of the destination
or as the sum of what individuals understand from the destination. Brand image is the result of
the individuals’ impressions about a brand from various sources. A destination brand image is
a collection of often controllable perceptions of that destination, such as its strengths and weak-
nesses, its positive and negative sides.

Like company brand images, destination brand images must be managed as well. Destination
brand images that are not properly managed will change or be harmed in an unintended direc-
tion. Due to improved communication opportunities, negative information about the destination
can be spread over a wide area in a very short time. The brand image of the destination, which
has been created in a long time and with large investments, can be badly damaged by the neg-
ative impacts like domino stones. Therefore, it is important to maintain the destination brand
image as much as creating a positive image.

For a successful and positive destination image, the right strategies should be chosen. A strong
destination brand image can differentiate itself from its competitors, minimize perceived risk of
the travel decision by the possible individuals, and emerge as a high quality in the individuals’
perspective. The destination brand image planned by the marketers should definitely match the
perceived image of the destination by the tourists as this value match will positively affect their
revisit intention and the possible tourists’ travel decisions.

If a destination brand image contains certain assets that the individuals is able to integrate with
their own motivations, the priority of that destination will be higher and the destination can
be easily recognized by the individuals because the individuals’ motivations will be triggered
by the destination image. In line with these explanations, it is clear that the commitment and
preference criteria of the individuals will be positively affected by the destination brand image
thanks to the correlation of their motivations and the destination image.

When individuals decide where to travel, they evaluate the information collected through the
internal and external information sources. One of the evaluation steps is the comparison of
self-image and perceived brand image. Individuals tend to choose brands whose perceived im-
age provoked by their motivations. Changes in the perceived brand image can lead to changes
in brand preferences. An important consideration is that the impact of the change in image
characteristics should be kept in mind when creating new marketing strategies.

This study develops a brand image model which is called as triangular prism of destination
image in order to push the individuals to travel the destination and to maximize the value match
between the projected image and the perceived image. The triangular bases consist of the pro-
jected image and the perceived image, while three lateral faces consist of the cognitive image
composed of the pull motivations, the affective image composed of push and pull motivations,
the unique image composed of also push and pull motivation. The model suggest that the cogni-
tive image need to be formed by the important pull motivations of the tourists; the affective im-
age and the unique image should be formed based on the important push and pull motivations.
In other words, the cognitive image should be enough strong to push the tourists to take travel
decisions. All these elements create a complete triangle prism and any quake among them will
lead fail of the triangular prism.
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The destination image built based on the push and pull travel motivations brings along the
recognition of travel desire of the individuals and play an effective role in the evaluation of the
destinations if the individuals identify themselves with the projected image of the destination.
Furthermore, the destination image which triggers the travel motivations of the individual leads
them to take travel decisions. If the destination meets the expectations (motivations) of the
individuals, the value match will be created between the projected image and the perceived
image. There is a circle also between these steps mentioned. If there is a value match between
the projected image and the perceived image, the revisit intention will be positively affected;
and the satisfied visitors’ recommendations will be also an information source that will affect
other possible visitors’ decisions. In this way, the value match will result in another individuals’
recognitions in terms of their travel wishes.

For the future researches, the authors aim to improve the triangular prism of destination im-
age model through multi-case study that will focus several destinations that will be critically
chosen. Additionally, the impact of social media on the destination image will be measured by
conducting a case study. The authors aim to generate social media strategies for the destinations
to have a competitive advantage and positive brand image.
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Abstract: The purpose of this paper is to evaluate the connection between price competitiveness and
overall tourism competitiveness of the Balkans and Eastern Europe Countries. By comparing the se-
lected economic variables, a comparative analysis of the price competitiveness in tourism for this group
of countries in the period from 2007 to 2018 was carried out. The empirical research was designed to
test whether the Balkans and Eastern Europe countries which are more competitive in tourism simul-
taneously have lower price competitiveness. The hypothesis has been tested by using modern statistical
software. The significance of this research arises from the current debate whether the price factors
of competitiveness in tourism are sustainable in long run. Taking into account the specificities of the
tourism sector in different countries, and combining observations and suggestions, the paper could give
significant contribution to understanding the trends, issues and policies in this area.

Keywords: Price Competitiveness, Tourism Competitiveness, Sustainable Development, Balkans and
Eastern Europe Countries.

1. INTRODUCTION

Tourism is one of the most growing industries and engine of the national economies (Gal-
ovski, 2018). In recent decades, tourism has taken on the form of the most massive soci-
oeconomic phenomenon in the world, and has become one of the most dynamic segments of
the service sector, whose share in the creation of GDP in the developed market economies has
grown steadily. As a propulsive economic activity characterized by a heterogeneous structure,
tourism is an important strategic element for the development of many developing countries and
regions, and the mechanism for narrowing the growing economic gap between the developed
and developing countries (Harrison, 2001; Sharpley & Telfer, 2008, Mowforth & Munt, 2009).

Tourism as an economic activity is directly exposed to continuous changes. Most recently, there
has been a trend towards increasing the spatial diversification, which has an impact on in-
creasing international tourism flows and improving competitiveness. This trend has also been
reflected in the increasing consumption per visitor to the destination. New tourism markets and
proactive tourism development policies in the receiving countries will be the primary develop-
ment drivers (Kester & Croce, 2011). Economies in which tourism participates with the highest
percentage in GDP and whose growth depends on the tourism industry have been forced to
strengthen their competitive advantages in conditions of severe competition in the international
market. Economies which depend on the tourism industry have chance to make their destina-
tions competitive if they meet the tourists needs (Gooroochurn & Sugiyarto, 2005).
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The country’s competitiveness as a tourist destination depends on the number of attracted tour-
ists and spent money in the tourist destination country, which contributes to the increase in GDP
of the selected country. That’s the reason why each country competes to attract as many tourists
as possible (Dwyer et al., 2000).

The tourism competitiveness models evolved from the simple models that put an emphasis on
proper marketing position as the most important to achieve the destination’s competitiveness,
up to very complex competitiveness models that respect numerous competitiveness factors,
examine their interconnection or deal with the prediction of the competitive position of the
destination in future.

Since 2007, the Travel & Tourism Competitiveness Index (TTCI) of the World Economic Forum
becomes a generally accepted indicator for the tourism sector competitiveness at the national
level. The main goal of this methodology is to quantify the impact of factors and policies that
affect the attractiveness and development of the tourism sector in different countries (WEF,
2017). According to the Reports on the Competitiveness of Tourism and Travel in 2015 and 2017
(WEF, 2015, 2017), the main sub-indices are: 1) Enabling Environment; 2) T & T Policy and En-
abling Conditions; 3) Infrastructure; and 4) Natural and Cultural Resources. In the framework
of the T & T Policy and Enabling Conditions sub index and creation of conditions for its realiza-
tion, besides giving priority to tourism and travel, and openness to the international market, the
third pillar is Price competitiveness. The airport taxes, hotel prices, purchasing parity power,
and fuel price level have great importance for higher level of price competitiveness.

The paper is structured as follows. After the introduction and literature review, the third part
of papers presents applied research methodology and the underline hypothesis. After that part
research results and their discussion are given, followed by concluding findings in the final part
of the paper.

2. LITERATURE REVIEW

Issues and problems from the domain of improving the tourism competitiveness have recently
been the subject of the constant interest of numerous researchers (Ritchie & Crouch 2003; En-
right & Newton 2004; Crouch 2011; WEF, 2011). According to Petrovi¢ et al. (2017), researches
dealing with different aspects of tourism or the destinations competitiveness can be divided
into those that are aimed at the general models and destination competitiveness theories de-
velopment, those that are aimed at diagnosing the particular destination competitive position,
and those that are focused at certain aspects of the destination competitiveness. Over the years,
various studies have used different competitiveness indicators depending on specific tourism
factors and general business factors, which included micro and macro environment (Kayar &
Kozak, 2007; Ivanov & Webster, 2013; Krstic et al., 2016).

The tourism demand determinants have been occupying the attention of numerous theoreti-
cians from various disciplines for long time (Li et al., 2005; Divisekera & Kulendran, 2006;
Song & Li, 2008). Understanding the tourism demand determinants has great importance for
determining the key competitive advantages of each country in order to improve the tourism
competitiveness. Tourism demand includes the measurement of using goods and services by
visitors (Frechtling, 2001).
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The tourism demand is influenced by a large number of factors. However, most econometric
studies mainly focus on economic factors. According to Lipsey (2009) the price is main deter-
minant of demand. Economic theory also suggests that the price of tourism products/services is
negatively linked to tourism demand. The price variables should include the prices of the goods
and services related to both the destination and substitute destinations. Additionally, marketing
expenditure, consumer tastes, consumer expectations, habit persistence, origin population and
one-off events are all potentially important factors that could be incorporated into the tourism
demand model (Song & Witt, 2000). In various models of prices in tourism, the formation of
flavours and income from the origin country are the most important determinants of interna-
tional tourism demand (Muchapondwa & Pimhidzai, 2011). Price factors as the most important
tourism demand determinants include the costs of transport services and the costs of ground
content (Dwyer et al. 2000, p. 9). The competitiveness of a tourist destination is a concept that
includes price differences that correspond to exchange rate movements, the productivity level
of various components in the tourism industry and other qualitative factors that affect the at-
tractiveness of the tourist destination (Forsyth & Dwyer, 2009). Price competitiveness is the
main component of the overall competitiveness of the tourist destination. Total tourist costs
include transport costs to and from the tourist destination, as well as the amount spent during
at a tourist destination, including accommodation, tour packages services, food and beverages,
entertainment, etc. The total price determines the tourist’s decision for travelling to a particular
destination (Dwyer et al., 2000).

Tourist competitiveness is fundamentally linked to the tourist’s consumption. Ritchie and
Crouch (2003) claim that the tourist destination becomes competitive if there are the opportuni-
ties to increase the costs of tourists and attract as many tourists as possible, which will increase
the earnings of tourism foreign exchange. However, the low-price level is not a guarantee for
higher incomes of a tourist destination. If demand is inelastic to price, then the price reduction
strategy will not be able to increase foreign exchange earnings of the destination. Therefore, the
approach of price elasticity is used to measure the tourism competitiveness in terms of prices.

In some research the focus was on determining destination price competitiveness. The varia-
tions in the tourism destination cost generate important economic impact on destination shares
of total travel abroad (Dwyer et al., 2000, p. 9). The analysis of price competitiveness as an im-
portant determinant of the tourism sector competitiveness was carried out in the study of Dwyer
et al. (2002). However, they did not analyse how price competitiveness affects the spending in
a tourist destination.

Several studies that contain research models are the studies of Cortez-Jimenez et al. (2009), Li
et al. (2004), and Mangion et al. (2005). These studies have applied the AIDS demand system
model for the tourism demand analysis in Europe and the results have shown that foreign tour-
ism demand is price sensitive, but the level of their sensitivity varies depending on the country
origin and tourist destination.

In the latest research (Plessis & Saayman, 2018) on the example of South Africa as a tourist des-
tination, by using a structured questionnaire, it was found that more than half of the respondents
consider that price increase has a significant effect on tourism sales. The main price components
of the tourism products and services (fuel prices, inflation, exchange rate, electricity cost and
labour costs) have the greatest impact on the competitiveness of the destination.
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However, Lim (2006) comes to the conclusion that the price increase of a particular tourist
destination turns the decision of potential tourists towards alternative destinations. Such tour-
ists’ behaviour can be explained in two ways. First, the substitution of destinations can be
determined by specifying the tourists’ cost and if the alternative destination is more expensive
than the tourist chooses the origin country (Song et al., 2000). Second, the substitution of des-
tinations can be determined by comparing the visiting cost of an alternative destination with
weighted average cost of visits in different competing destinations, adjusted by the relevant
exchange rates (Song & Turner 2006).

Measuring the price of goods and services in a destination implies a complex procedure. It is
necessary to calculate the tourist price for a package of goods and services used by represent-
ative tourist in the destination. In this way, composite prices are constructed in the form of a
price coefficient in the destination and price in origin countries (Li et al., 2005). Relative prices
converted into local currency are called the tourism price index. Construction of tourism price
indices is often complicated by the lack of data on real goods and services consumed by tourists
and their prices (Dwyer et al., 2000; Forsyth & Dwyer, 2009; Dwyer & Forsyth, 2011). The real
exchange rate is presented as an adequate approximation of changes in the relative prices that
tourists face. The real exchange rate is most often used to display prices in tourist demand mod-
els (Song & Li, 2008). Studies, such as Halicioglu (2010) and Seo et al. (2009) provide evidence
of a strong link between outbound tourism and real exchange rate.

Competitiveness indices were not widely used as price variable in tourism demand analysis, but
they are starting to be applied (Athanasopoulos et al., 2014; Etzo et al., 2014). The price com-
petitiveness index (PCI) measures the relative price competitiveness of the destination, uses the
World Bank data, and it can monitor the relative price competitiveness of the destination and its
change in time, as well as it can assess the price demand elasticity in tourism. The application
of PCI for tourism demand modelling can be found in Athanasopoulos et al. (2014) and Etzo et
al. (2014). Calculating this index takes into account the relative purchasing power parity (PPP)
at the destination.

3. RESEARCH METHODOLOGY AND HYPOTHESIS

In this paper, TTCI is applied. This index is based on the theory of economic productivity and
consists of three outputs (tourism receipt per arrival, tourism added value ration of GDP, growth
rate of tourism receipts), so each show different aspects of industry productivity (Croes, 2010).

The subject of the analysis in this paper is the relationship between price competitiveness, as
a pillar of the TTCI, and the overall tourist competitiveness of the EECs (Hungary, Slovenia,
Poland, Moldova, Bulgaria, Slovakia, Romania) and WBCs (Serbia, Montenegro, Bosnia and
Herzegovina, North Macedonia, Albania). A comparative analysis of the price competitiveness
pillar for these two groups of countries was carried out. The classification of countries into se-
lected groups was taken from the World Economic Forum and from the TTCI report for 2017.
Empirical research tests the following hypothesis:

Hypothesis I: The WBCs are more competitive than the EECs.

Hypothesis 2: The EECs will more concentrate their tourism competitiveness towards price
factors.

172



WHAT IS THE IMPACT OF PRICE FACTORS
ON SUSTAINABLE TOURISM COMPETITIVENESS?

Considering the structure of TTCI, in particular pillar price competitiveness, one of the main
aims of the paper is to determine the impact of the individual components of pillar price com-
petitiveness on its total value. This means that the paper highlights the impact of each price
competitiveness pillar component on overall tourism competitiveness, and stands out compo-
nents that need to be improved in order to increase tourism competitiveness. In addition, the
paper estimates the sustainability of the achieved price competitiveness.

In this paper were used methods of statistical analysis. Special attention is on the correlation
and regression analysis. With these methods, it is possible to determine the character of connec-
tivity, the significance of the connection and the influence of certain parameters from the TTCI
structure on price competitiveness. In addition, the forecasting method, based on the intensity
trend of the selected variable, was used.

The information basis of this research related to the World Economic Forum. Methodological
explanations were based on the data from the Reports on Competitiveness of Travel and Tour-
ism for the period from 2007 to 2017. One of the limitations during the research is the fact that
the methodology of calculating TTCI over the years has changed in terms of considering the
various components in the structure of the index, i.e. the pillar.

In this paper was primarily conducted the analyses of the TTCI values for selected group of
countries. A special attention is devoted on the values of the pillar price competitiveness and its
components for each country. The correlation between pillar price competitiveness and its com-
ponents was determined separately for two groups of countries. Regression analysis was used
in order to examine the influence of the price competitiveness pillar components on its overall
value, for both groups of countries. The cluster analysis was carried out in order to classify all
countries into homogeneous groups according to the value of the pillar price competitiveness. Fi-
nally, the future values of pillar price competitiveness are projected for the two coming periods.

4. RESEARCH RESULTS AND DISCUSSION

For research purposes, the data were taken from the Travel and Tourism Competitiveness Re-
ports for 2007, 2008, 2009, 2011, 2013, 2015 and 2017. Depending on the year, the number of
covered countries is different, so in 2007, 124 countries were included; 130 countries were ana-
lyzed in 2008; 133 countries in 2011; 139 countries in 2011; 140 countries in 2013; 141 countries
in 2015, and 136 countries around the world in 2017. Serbia and Montenegro are viewed as one
country in the 2007. By applying a comparative analysis, each country is compared with other
countries in the analysed period of time.

According to the TTCI ranking within the observed group of countries in 2007, the Slovak
Republic, Hungary and Slovenia have the highest values of TTCI. These are, at the same time,
high-ranking countries and within the 130 countries discussed in the Travel and Tourism Com-
petitiveness Report for that year. Based on the Report from 2007, Bulgaria occupies a 54th
place, followed by Serbia and Montenegro (61st), Poland (63rd) and Romania (76th). North Mac-
edonia (83rd), Albania (90th), Moldova (95th) and Bosnia and Herzegovina (104th) were ranked
worst in 2007. The positioning of the observed countries in the next year (2008) is similar to
the previous year, but with the TTCI values slightly lower than in 2007. TTCI values range
from 4.60 to 3.45 in the group of countries in 2008. Oscillatory movement of TTCI values is
also characteristic for 2009, but half of the observed countries recorded better positions on the
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ranking list due to higher values of the indicator. The declining trend, characterized in 20009,
was interrupted in 2011, and higher TTCI values were recorded in all countries. Slovenia (33rd)
had the highest-ranking position from the observed group of countries, while Moldova (98th)
had the lowest position.

According to the Reports, Serbia has improved position based on TTCI values. There was a
decrease in TTCI values for WBCs from 2009 to 2017, which inherently reduces their ranking
in the list of all countries. Montenegro has recorded the most significant decrease in the TTCI
value from the group of WBCs, which dropped from the 36th position in 2011 to 72rd in 2017.
Similarly, the group EECs has also fallen on the world ranking according to the level of tourism
competitiveness. Slovenia is still high on the list (41st in 2017). The most pronounced drop in
TTCI value, observing the change from 2007 to 2017, was recorded in Slovak Republic (from
4.68 to 3.90), which also affected the change in ranking position (from 37th place in 2007 to 59th
place 2017). The minimal change in TTCI values has observed in Poland and Bulgaria, which
have been on the same positions throughout the analysed years.

4,9 . Hungary
4,8
4,7 Slovenia
4,6 .
4,5 s Bulgaria
4,4
4,3 = Poland
4,2 ‘
4,1 Slovak Republic
33 1 S Romania
g'g N Moldova
g'g ] B Serbia
g'g - B North Macedonia
3,2 B .
3,1 - B Albania
3 4

Bosnia and Herzegovina

2007 2008 2009 2011 2013 2015 2017

Figure 1. The achieved level of tourism competitiveness in WBCs and EECs
according to TTCI (2007-2017)

Source: Authors’ presentation based on the data
from the WEF’s Travel & Tourism competitiveness Reports.

The aggregate indicator (value of TTCI) does not have a great analytical value, so the deeper
analysis focuses on the pillar Price competitiveness. However, the structure of this pillar was not
the same throughout all analysed years. In 2007, this pillar consists of the following four compo-
nents: Ticket taxes and airport charges, Purchasing power parity, Extent and effect of taxation,
Fuel price levels, and since 2008 a component Hotel Price Index has been added. The change
in methodology regarding the components comes in 2015, when the component Extent and ef-
fect of taxation is removed from the structure. The component Ticket taxes and airport charges
measure the relative cost of using international air traffic services based on the level of airport
taxes, tax on tickets and value added tax. It reflects the costs arising from the using air traffic
lines upon arrival and the departure of a large number of passengers at international airports in
each country. Purchasing power parity is a factor of conversion of purchasing power parity to
the official exchange rate. Extent and effect of taxation show the influence of the level of taxes
for stimulating work and investing. A fuel price level is an indicator that shows the price of the
best-selling diesel fuel expressed in US cents per litre. Hotel Price Index measures the average
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price, expressed in US dollars, for the first-class accommodation in each country. The index is
calculated according to the average rate of overnight stays achieved in first class hotels in each
country for the period of 12 months in order to avoid seasonal fluctuations.

Table 1. Price competitiveness pillar’s values for the EECs and WBCs (2007-2017)

Category/ Change
Country PC2007 | PC2008 | PC2009 | PC2011 | PC2013 | PC2015 | PC2017 |, 0P80
Hungary 407 4.43 3.90 440 429 4.60 470 115
Slovenia 3.87 421 420 430 4.00 434 4.60 119
Bulgaria 4.63 4.62 4.60 480 477 5.08 530 114
Poland 424 436 410 450 461 4.94 5.50 130
Slovak 4.66 438 430 420 4.43 451 5.00 107
Republic

Romania 419 4.10 4.00 450 441 4.89 470 112
Moldova 462 483 530 480 484 480 5.40 117
Serbia 416 440 430 4.00 377 456 480 115
North 4.55 4.59 4.80 4.80 479 4.55 5.20 114
Macedonia

Albania 431 433 440 430 4.60 4387 470 109
Bosnia and 4.14 413 4.0 420 4.06 430 104
Herzegovina

Montenegro 4.16 3.40 4.20 4.80 4.61 4.48 4.80 115

Source: Authors’ systematization and presentation based on the data
from the WEF’s Travel & Tourism competitiveness Reports.

In the framework of Price competitiveness pillar, constituent components values were observed.
For all analyzed countries, the values of the pillar Price competitiveness ranged from 3.87 to 5.5
in the period from 2007 to 2017 (Table ). Slovenia was the lowest price competitive in 2007,
while other countries had the values of indicator over 4 and thus occupied approximate ranking
positions on the world list. In contrast to Slovenia, Slovak Republic recorded high value which
indicates that its tourist competitiveness was mainly based on price factors. In the next years,
the value of pillar Price competitiveness for all countries was characterized by variable move-
ment, i.e. slight growth and decrease in values depending on the country and the time period.
According to the latest report, Poland is the most price competitive, with a score of 5.5, which
shows that it is seeking to attract tourists based on lower prices as the most important factor for
tourism. Then follow Moldova and Bulgaria. The highest prices of the observed components in
2017 were recorded in Bosnia and Herzegovina, which makes this country, if judged by price
factors, as low price competitive in tourism. At the same time, during the observed period, this
country also recorded the smallest increase in the value of pillar Price competitiveness. Poland
has made the biggest step forward in terms of price competitiveness in tourism in 2017 com-
pared to 2007. As the overall country competitiveness depends on price and non-price factors,
and having in mind the evidence of the price sensitivity of travel demand, countries should
strive to achieve price differentiation compared to the other and thus achieve better visibility
and attractiveness for tourists.

By using the statistical technique for investigating the relationship between variables, correla-
tions, the relationship between pillar price competitiveness and its components (Ticket taxes
and airport charges, Purchasing power parity, Hotel price index, Fuel price levels) for the ob-
served groups of countries in 2015 and 2017 was investigated (7able 2).
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Table 2. Correlation between Price competitiveness pillar and its components for EECs

Correlations
EE ttl5 EE hpl5 EE pppl5 EE fpl5
Pearson Correlation ,542 -,527 -,868%* -,571
EE_pcl5 Sig. (2-tailed) ,209 ,283 ,011 ,181
N 7 6 7 7
EE ttl7 EE hpl7 EE pppl7 EE fpl7
Pearson Correlation ,855% -,864* -,464 -,849%*
Sig. (2-tailed) ,014 ,026 ,294 ,016
EE pcl7 N 7 G 7 7
* Correlation is significant at the 0.05 level (2-tailed).

Source: Prepared by the authors (SPSS 22.0).

By calculating the Pearson coefficient for pillar Price competitiveness and its components in
2015 for the EECs, it can be concluded that there is a medium to strong correlation between
them. The negative correlation exists between Price competitiveness and Hotel price index,
Price competitiveness and Purchasing power parity, as well as Price competitiveness and Fuel
price levels, while there is the positive correlation between Price competitiveness and Ticket
taxes. The correlation between these variables in 2017 is predominantly negative with a strong
intensity. In addition, the correlation coefficient is statistically significant for the most observed
variables. The value of the correlation coefficient is above 0.8 except for the Purchasing power
parity component.

Table 3. Correlation between Price competitiveness pillar and its components for WBCs

Correlations
WB ttl5 WB_ hpl5 WB pppl5 WB {pl5
Pearson Correlation ,404 .a ,383 =711
WB pcl5 |Sig. (2-tailed) ,596 . ,617 ,289
N 4 1 4 4
WB ttl7 WB hpl7 WB_ pppl7 WB {pl7
Pearson Correlation ,842 a -,766 -,571
WB pcl7 |Sig. (2-tailed) ,073 . ,131 315
N 5 1 5 5
a. Cannot be computed because at least one of the variables is constant.

Source: Prepared by the authors (SPSS 22.0).

Medium strong to strong correlation between Price competitiveness and its components in 2015
and 2017 is characterized for the WBCs (Table 3). The strongest direct link exists between
Price competitiveness and Ticket taxes in 2017 (0.842), while the weakest direct intensity is
observed between Price competitiveness and Purchasing power parity in 2015 (0.383). Based on
the results of the correlation analysis given in Table 3, there is negative quantitative agreement
between Price competitiveness and Fuel price levels in both observed years. In contrast, positive
quantitative agreement is expressed in relation to Price competitiveness and Ticket taxes for
both years.

The impact of the components values on the total value of the Price competitiveness was exam-
ined by applying the multiple regression analysis. Taking into account methodological changes,
the analysis covers the last two years (2015 and 2017). Also, the selected group of countries is
divided into the WBCs and EECs. For the analysed years, the values of determination coeffi-
cient indicate that the models are statistically representative (0.88-1). Multiple regression models

176



WHAT IS THE IMPACT OF PRICE FACTORS
ON SUSTAINABLE TOURISM COMPETITIVENESS?

for both groups show that the unit increase in Ticket taxes affects the increase in the value of
the Price competitiveness in the interval from 0.23 to 0.61, depending on the observed year.
The unit increase in the components Hotel price index, Purchasing power parity and Fuel price
levels, cause decrease in Price competitiveness for 0.3, considering the EECs. In the WBCs, the
opposite trends have been recorded in 2015 compared to 2017. More specifically, the Purchasing
Power Parity component leads to an increase in the value of Price competitiveness by about 0.5
in 2015, while reducing the value of Price competitiveness for the same amount in 2017. The
Fuel Price component has reacted in a similar way.

In order to classify European countries into homogeneous groups based on pillar Price com-
petitiveness in 2017, we have chosen hierarchical (agglomerative) grouping according to Ward
method (method of variance). As a measure of similarity/distance between countries, the Eu-
clidean distance is used (Euclidean distance, square root of the sum of squared differences in
values of Price competitiveness). Decision on the number of clusters relies on meaningfulness,
as the main criterion in the analysis. According to the values of Price competitiveness, classifi-
cation is performed in two clusters.

Table 4. Schedule of selected European countries by clusters according
to the value of pillar price competitiveness (2017)

Cluster | N Mean Minimum | Maximum |Country
| 3 470 430 5,00 Hungary, .Slovenla, Serbia, Albamg, Bosnia a.md
Herzegovina, Montenegro, Slovakia, Romania
2 4 5,35 5,20 5,50 Bulgaria, North Macedonia, Poland, Moldova
Total 12 4,92 4,30 5,50

Source: Prepared by the authors (SPSS 22.0).

The Table 4 shows the classification of selected European countries by clusters. According to
the values of Price competitiveness, it can be noted that the first cluster is more numerous and
contains countries whose tourism competitiveness is mainly based on non-price factors. The
second cluster consists of four countries which have higher value of pillar Price competitiveness.
Hence, it indicates that Bulgaria, North Macedonia, Poland and Moldova are trying to achieve
tourism competitiveness on the basis of price components. The countries in the second cluster
are more competitive and therefore more attractive and suitable. For the further interpretation
of clusters, the statistical technique ANOVA was used to check the statistical significance of the
differences between the average values of variable between the clusters. Statistically significant
differences between the group average values for the observed variable were determined by the
homogeneity test of the variance. The results of the Levene test for equality of variances has
verified the homogeneity of the variance of the groups and since significance is greater than 0.05
and amount to 0.757, it can be stated that the condition for the implementation of the ANOVA
technique is confirmed.

Table 5. Results of ANOVA procedure for variable price competitiveness

ANOVA
pc2017
Sum of Squares df Mean Square F Sig.
Between Groups 1,127 1 1,127 34,141 ,000
Within Groups ,330 10 ,033
Total 1,457 11

Source: Prepared by the authors (SPSS 22.0).
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Based on the value of F test and its significance (Sig.) which is less than 0.05, there are statistically
significant differences between groups (7Table 5). The observed difference suggests that different
countries’ pretensions for improvement tourism competitiveness are based on (non) price factors.
According to conducted empirical research, price components are important for improving the tour-
ism competitiveness, but they are not the only influential factor on general tourism competitiveness,
but also non-price factors should be considered which are not taken into account in this paper.

In the following analysis, forecasting of the price competitiveness values for 2018 and 2020 was
performed for both groups of countries. Prediction of future price competitiveness values was
done according to the average values in the period 2007-2017.

5,00
4,80
4,60

4,40 . y=0,0757x+4,1048
420 4.26.++ R?=0,7596

4,79

4,00

3,80
2007 2008 2009 2011 2013 2015 2017 2018 2020

mmm WB_PC

forecast. WB_PC  «ceveveee Linear (WB_PC)

Figure 2. Real and projected values of the pillar
Price competitiveness for the WBCs (2007-2020)

Source: Authors’ presentation and calculation based on the data
from the WEF’s Travel & Tourism competitiveness Reports.

The oscillatory trend of the price competitiveness with a pronounced peak in 2017 is character-
ized for the WBCs. The projected values of the price competitiveness component will continue
to oscillate around the value of 4.7. The expected value of this indicator for 2020 is 4.79. This
indicates that the WBCs will, on average, be more price competitive in the upcoming period
given the increase in values over time.

5,20
5,00
L — e

B =0,1029x + 4,1357
4,40 2 R?=0,7761
4,20

4,00
3,80

2007 2008 2009 2011 2013 2015 2017 2018 2020

 EE_PC forecast_EE_PC

--------- Linear (EE_PC) --=+---- Linear (EE_PC)

Figure 3. Real and projected values of the pillar Price competitiveness for EECs (2007-2020)

Source: Authors’ presentation and calculation based on the data
from the WEF’s Travel & Tourism competitiveness Reports.
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On the other hand, the obtained results suggest that the EECs are, on average, more price com-
petitive compared to the WBCs, given the higher value of the selected indicator. The projected
values for price competitiveness for the period up to 2020 indicate a less pronounced increase
in price competitiveness in 2020 compared to level that was achieved in 2017 compared to the
previous year.

5. FUTURE RESEARCH DIRECTIONS

The future research directions will be the relationship between tourism price competitiveness
and tourist arrivals and tourism receipts, due to the price of goods and services represents an
important factor of attracting tourists and improving destination competitiveness. The empiri-
cal research will test the following hypothesis: whether lower prices in tourism contribute to a
greater number of tourist arrivals and higher tourism receipts.

6. CONCLUSION

The paper examines the impact of price competitiveness on the overall tourism competitive-
ness in the EECs (Hungary, Slovenia, Poland, Moldova, Bulgaria, Slovakia, and Romania) and
WBCs (Serbia, Montenegro, Bosnia and Herzegovina, North Macedonia, and Albania) in the
period from 2007 to 2017. The results of the conducted TTCI analysis for the selected countries
indicate that in the period from 2009 to 2017, there was a significant decline in the rank for
WBCs, stating that similar trend is registered in the EECs. The most pronounced drop in TTCI,
among WBCs, recorded in Montenegro (followed by a decline from the 36th position in 2011 to
72th in 2017), while among the EECs, this decrease is evident in the case of the Slovak Republic
(decrease from 37th place in 2007 to 59th place in 2017). In addition, it was found that the value
of pillar Price competitiveness in the period from 2007 to 2017 ranged from 3.87 to 5.5 in both
groups of countries. According to this indicator, Poland is the leader among all the observed
countries, since it is the most price competitive according to the latest report, while the lowest
increase in the value of pillar price competitiveness recorded in Bosnia and Herzegovina.

The results of the correlation analysis, which was applied for determining the link between
pillar Price competitiveness and its components do not fully, confirmed the first hypothesis.
Namely, it has been found that there is a medium strong to strong correlation between the varia-
bles for 2015 and 2017 for the EECs and the WBCs, and a positive link is present between pillar
price competitiveness and Ticket Taxes.

In order to examine the influence of the pillar price competitiveness components, on its total
value, multiple regression analysis was applied. It has been confirmed for both groups of coun-
tries, that the unit increase in Ticket taxes affects the increase in the value of price competitive-
ness pillar in the range of 0.23 to 0.61, depending on the observed year. In the EECs, the unit
increase in the Hotel price index, Purchasing power parity and Fuel price levels causes a decline
in the value of price competitiveness pillar by about 0.3. In the case of the WBCs, component
Purchasing power parity leads to an increase value of pillar for 0.5 in 2015, while in 2017 it
reduces the value of pillar for the same amount. Similar behaviour was recorded for the compo-
nent Fuel price levels.

The results of cluster analysis suggest that Bulgaria, North Macedonia, Poland and Moldova
are in the second smaller cluster, which consists of countries that based their tourism com-
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petitiveness primarily on price factors. This statement was further confirmed by the results
of the ANOVA procedure for variable price competitiveness: there are statistically significant
differences between groups regarding the importance of price factors for improving tourism
competitiveness.

The results of this research provide the relevant theoretical and practical evidence about the im-
pact of price factors on tourism competitiveness. The paper present good basis for concluding that
the WBCs are not more price competitive than the EECs, which rejects the second hypothesis.
Namely, throughout the observed period (2007-2017), the values of pillar Price competitiveness
for the WBCs are lower compared to the EECs, although the projection of price competitiveness
values for 2018 and 2020 suggest that it will continue the upward trend. In addition, the projected
future values of Price competitiveness pillar for the EECs fully confirm the third hypothesis: these
countries will continue to build tourism competitiveness on price factors in the coming period.

Given that the price represents one of the main determinants of tourism demand, this paper
carries one important recommendation to the economic policy makers in the EECs, and par-
ticularly in the WBCs. They should pay more attention to price factors in the following period
in order to improve the price competitiveness of countries, as one of the important strategies for
improving the level of tourism competitiveness.
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Abstract: Tourism represents a continuously growing sector of the economy and is often considered as
a partial solution to the economic problems existing in a territory, and as a tool to increase the employ-
ment levels of a given area. These are some of the reasons why the tourism sector has been the subject
of government grants.

The aim of this chapter is to realize a preliminary evaluation of the impact, in economic-social terms,
of grant policies in Apulia in favour of operators in the tourism sector.

In particular, the analysis focuses on the effects deriving from the implementation, in the 2014-2020 pe-
riod, of the financial instrument called Title Il Tourism Sector, by the Apulian regional system through
the regional in-house agency Puglia Sviluppo.

Keywords: Tourism Financing, Regional Policy, Government Grants.

1. INTRODUCTION

In the new millennium tourism has undergone a profound change: globalisation processes,
coupled with various anthropological and cultural changes, have led travellers to be increas-
ingly demanding in satisfying their need for a vacation. In a society affected by a frantic pace,
the management of free time, leisure and rest is of great importance in order to recover physical
as well as mental energy (CISET & Banca d’Italia, 2019). A vacation turns into a life experience
and represents a moment of personal enrichment under a social, cultural and environmental
point of view. Tourists are looking for a direct relationship with the places they visit, along with
the local identities and the typical traditions of the territory. Tourist destinations take advantage
of tourist flows to increase their turnover and number of jobs.

Worldwide, tourism has been characterized by a remarkable growth since the mid-1980s, due to
the reduction in travel costs and to the growth in global demand. In the 2018 worldwide scenario,
Italy ranks fifth for the international arrivals of tourists travelling on holiday (with just over 62
million arrivals) and it ranks sixth for tourism revenues, with 49 billion dollars according to the
estimates of the UNWTO (2019), mainly due to its unique historical, artistic and cultural riches,
but also due to other assets like the quality of food and the excellence of “made in Italy” products.

Tourism represents an important driving force in the economy of Apulia and the levels of
growth, both qualitative and quantitative achieved in the last decade, appear to be prodromal
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to further development of the sector in the coming years. The Apulian territory has elements
of great attraction from a cultural, artistic and food and wine point of view and this makes it a
place with a high tourist vocation. The Apulia region has sought to exploit this potential through
the provision of public grants, which allow it to support operators in the tourism sector and
increase the employment levels of certain areas. The research, starting from an analysis of the
tourist phenomenon, has the objective of assessing the preliminary impact, in economic and so-
cial terms, of grant policies in Apulia in favour of tourism actors. In particular, the analysis fo-
cuses on the effects deriving from the implementation, in the period 2014-2020, of the financial
instrument called Tourism sector title II, by the Apulian regional system through the regional
in-house agency Puglia Sviluppo.

Among the Italian regions, Apulia has experienced a growth in the number of arrivals and stays
of travellers in the last few years, acquiring an increasingly broad competitive advantage in the
context of national tourist destinations (ISTAT, 2019; A.AV.V,, 2019). Its geographical position
as a bridge between the West and the East and its coasts that stretch for many kilometres lead
tourists to choose this region as a destination for their holidays, in order to experience forms
of tourism which range from the seaside and cultural to the religious, food and wine and rural
vacation (Loiodice, 2015; Del Vecchio & Passiante, 2017).

Tourism represents a continuously growing sector of the economy and is often considered as
a partial solution to the economic problems existing in a territory and as a tool to increase the
employment levels of a given area. These are some of the reasons why the tourism sector has
been the subject of government grants.

The intervention of public administrations in favour of enterprises is commonly based on the
presence of disequilibria in the market where those very enterprises operate. The economic
analysis shows that contributions to enterprises are justified only when markets cannot achieve
socially desirable goals (Giavazzi et al., 2012), or in the presence of the so-called market failures
(Stiglitz, 2000).

The evaluation of the effects and of the economic and social effects of incentive policies for
enterprises by public administrations has been widely discussed over the two last decades on
both a national and an international level (Dessalvi et al., 2017).

Lacking negative consequences for enterprises, the effectiveness of public interventions can
be achieved when the contribution either brings about additional activities or does not finance
activities that a firm would perform regardless.

With reference to the study of the role of public administrations and of the reasons underlying
the grant of public contributions to the tourist sector operators, many scientific contributions are
available (Hardin, 1968; Hughes, 1986; Smeral, 1998; van Beers & de Moor, 2001; Aquino et
al., 2003, Durbarry, 2004; Shubert & Brida, 2009). The scientific production about the relation
between public contributions to the tourist sector and the performance of the territorial context
of reference, on the other hand, is less abundant and its results are not equally univocal (Fleischer
& Felsenstein, 2000; Aiello & Pupo, 2005; Cassar & Creaco, 2012).

The gap pertaining the analysis of the effects resulting from the grant of contributions to
individual tourist enterprises, on the other hand, appears to be decidedly significant. As a matter
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of fact, such a gap is beginning to be filled, thanks to the recent and excellent work carried
out by Dessalvi et al. (2017), who, investigate on the effects of public contribution policies
on beneficiary enterprises, in terms of both economic and social impact, and carry out an
assessment in terms of effectiveness and efficiency in the use of public resources in the tourist-
receptive sector.

The chapter is organized as follows. In Paragraphs 2 and 3, the general aspects of the tourist
phenomenon and of the dynamics of tourism (in the World, in Italy and in Apulia) are revised. The
Paragraph 4 presents a systematic review of literature of the reasons underlying the intervention
of public administrations, through public contributions (par. 4.1) and of the mechanisms for
evaluating the degree of effectiveness of business-supporting measures in economic and social
terms (par. 4.2), with particular reference to enterprises operating in the sector of tourism (par.
4.3). Section 5 presents a description of policy instrument analysed and a highlighting the first
results achieved following its implementation, while Paragraph 6 draws some conclusions,
discusses the limitations of the analysis and point out some directions for future research.

2. THE TOURIST PHENOMENON: GENERAL ASPECTS

The tourist phenomenon has been the subject of an important social evolution. The first exam-
ples of travel that can be assimilated to the way of understanding them today date back to the
seventeenth century and appear to be connected with the Industrial Revolution. With it, the
physical separation between place of production and place of residence also led to the distinc-
tion between working time and that of rest; and it is precisely with the birth of free time that
tourism in the modern sense is conceived.

In the seventeenth century long-distance travels spread, such as the Grand Tour that touched
the major European cities (Scotto Di Luzio, 2005). An educational requirement for all wealthy
young European people was an obligation, with a total duration of at least two years and had
the objective of allowing them to see and learn as much as possible from the places they visited.

As a consequence, it was an activity for a few elected, typical of the upper classes and aristocra-
cy. It wasn’t before the second half of the twentieth c