Varazdin Development and Entrepreneurship Agency
in cooperation with

University North and Megatrend University

1

V

=

R o] o
) e
ilﬁ \
i e ——
M : ’

I
:
1
[y
AN ’

Economic and Social Development

5" Eastern European Economic and Social Development Conference
on Social Responsibility

Editors:
Ana Jovancai Stakic, Vladimir Kovsca and Jadranka Bendekovic

Book of Proceedings

ISSN 1849-

718491690004 Belgrade, 21-22 May 2015




Varazdin Development and Entrepreneurship Agency
in cooperation with

University North and Megatrend University

Editors:
Ana Jovancai Stakic, Vladimir Kovsca and Jadranka Bendekovic

e

. &

y

Economic and Social Development

5" Eastern European Economic and Social Development Conference on Social Responsibility

Book of Proceedings

Belgrade, 21-22 May 2015



Title ® Economic and Social Development (Book of Proceedings), 5" Eastern European Economic and Social Development
Conference on Social Responsibility

Editors B Ana Jovancai Stakic, Vladimir Kovsca, Jadranka Bendekovic

Scientific Committee ® Marijan Cingula, University of Zagreb, Croatia (President); Haimanti Banerji, Indian Institute of
Technology, Kharagpur, India; Rado Bohinc, University of Ljubljana, Slovenia; Adnan Celik, Selcuk University - Konya,
Turkey; Angelo Cister, Federal University of Rio de Janeiro, Brasil; Ksenija Dumicic, University of Zagreb, Croatia; Davor
Filipovic, University of Zagreb, Croatia; Fran Galetic, University of Zagreb, Croatia; Anica Hunjet, University North,
Koprivnica, Croatia; Oxana lvanova, Ulyanovsk State University, Ulyanovsk, Russia; Ana Jovancai Stakic, Megatrend
Univerzitet, Belgrade, Serbia; Dafna Kariv, The College of Management Academic Studies, Rishon Le Zion, Israel; Marina
Klacmer Calopa, University of Zagreb, Croatia; Fatmira Kola, Tirana Metropolitan University, Albania; Vladimir Kovsca,
University of Zagreb, Croatia; Goran Kozina, University North, Koprivnica, Croatia; Wirat Krasachat, King Mongkut’s
Institute of Technology Ladkrabang, Thailand; Natalia A. Kravchenko, Novosibirsk State University, Russia; Robert Lewis,
Les Roches Gruyere University of Applied Sciences, Bulle, Switzerland; Ladislav Lukas, University of West Bohemia,
Pilsen, Czech Republic; Pascal Marty, University of La Rochelle, France; Marjana Merkac Skok, Faculty of Commercial and
Business Sciences, Celje, Slovenia; Marin Milkovic, University North, Koprivnica, Croatia; Zsuzsanna Novak, Corvinus
University of Budapest, Hungary; Vera Palea, Universita degli Studi di Torino, Italy; Dusko Pavlovic, Libertas International
University, Zagreb, Croatia; Galina Pavlovna Gagarinskaya, Samara State University, Russia; Dinko Primorac, University
North, Koprivnica, Croatia; Miroslaw Przygoda, University of Warsaw, Poland; Kerry Redican, Virginia Tech, Blacksburg,
USA,; Silvius Stanciu, Dunarea de Jos University from Galati, Romania; Katarzyna Szymanska, The State Higher School of
Vocational Education in Ciechanow, Poland; Ilaria Tutore, University of Naples Parthenope, Napoli, Italy; JP van der
Westhuizen, Vaal University of Technology, South Africa; Ilko Vrankic, University of Zagreb, Croatia; Hilal Yildirir Keser,
Uludag University, Bursa, Turkey; Li Yonggiang, Victoria University, Australia; Peter Zabielskis, University of Macau,
China; Tao Zeng, Wilfrid Laurier University, Waterloo, Canada; Snezana Zivkovic, University of Nis, Serbia;

Review Committee ® Ana Jovancai Stakic (President); Ana Aleksic; Ayuba Aminu; Josip Arneric; Lidija Bagaric; Tomislav
Bakovic; Sanja Blazevic; Leonid Bobrov; Ruzica Brecic; Anita Ceh Casni; Mirela Cristea; Stjepan Dvorski; Robert Fabac;
Davor Filipovic; lvica Filipovic; Fran Galetic; Mirjana Gligoric; Tomislav Globan; Anita Goltnik Urnaut; Tomislav Herceg;
Irena Jankovic; Dafna Kariv; Oliver Kesar; Hilal Yildirir Keser; Marina Klacmer Calopa; Tatjana Kovac; Vladimir Kovsca;
Marjana Merkac Skok; Josip Mikulic; Ljubica Milanovic Glavan; Guenter Mueller; Ivana Nacinovic Braje; Zsuzsanna
Novak; Alka Obadic; Claudia Ogrean; Najla Podrug; Vojko Potocan; Dinko Primorac, Sanda Renko; Souhaila Said;
Armando Javier Sanchez Diaz; Tomislav Sekur; Lorena Skuflic; Mirko Smoljic; Petar Soric; Mario Spremic; Ana Jovancai
Stakic; Lejla Tijanic; Daniel Tomic; Boris Tusek; Rebeka Daniela Vlahov; llko Vrankic; Tao Zeng; Snezana Zivkovic;
Berislav Zmuk;

Organizing Committee ® Ana Jovancai Stakic (President); Domagoj Cingula (President); Kristina Detelj, Jelena Horvat,
Marina Klacmer Calopa, Erlino Koscak, Dinko Primorac

Publishing Editor ® Domagoj Cingula
Publisher B Design B Print B Varazdin Development and Entrepreneurship Agency, Varazdin, Croatia

University North, Koprivnica, Croatia
Megatrend University, Belgrade Serbia

Copies ® 100 CDs

ISSN 1849-6903
The Book is open access and double-blind peer reviewed.
The Book is regulary indexed and abstracted by ProQuest and EconBIZ databases. It is available for downloading in a PDF

format from the Economic and Social Development Conference website, http://www.esd-conference.com

© 2015 Varazdin Development and Entrepreneurship Agency, Varazdin, Croatia and University North, Koprivnica,
Croatia, Megatrend University, Belgrade, Serbia
All rights reserved. Authors are responsible for the linguistic and technical accuracy of their contributions.



5th Eastern European Economic and Social Development Conference on Social Responsibility
Belgrade, 21-22. May 2015

CONTENTS

Michael Schwandt B RISK MANAGEMENT IN EASTERN EUROPE — DIFFERENCES
BETWEEN THE APPROACH OF LOCALS AND EXPATRIATES.......ccccoiiiiiiiicie 4

Snezana Stolic, Dinko Primorac @ BIG DATA AS A NEW APPROACH FOR BETTER
SOCIAL IMPACTS OF BUSSINESS DECISIONS ..o 13

Dejan Romih, Valentas Zelvys, Robertas Tulko, Klavdij Logozar ® ANALYSIS OF
ESTONIA’S TRADE IN GOODS WITH LATVIA, LITHUANIA AND SLOVENIA.......... 23

Marijana Ljubic, Vladan Pavlovic, Srecko Milacic ® THE IMPACT OF CREDIT RISK
ASSESSMENT ON CREDIT ACTIVITY OF COMMERCIAL BANKS........cccccooveeiieee. 29

Mocenco Daniela B SUPPLY CHAIN MANAGEMENT RISKS: THE A350
DEVELOPMENT PROGRAM . .....oiiiiiii s 38

Vesna Miletic, Milica Gavrilovic Dusan Milosavljevic @ CURRENT ISSUES OF LOCAL
SELF-GOVERNMENT FINANCING IN THE REPUBLIC OF SERBIA IN THE PROCESS
OF DECENTRALIZATION ..ottt sttt sttt a e nne e 50

Vojkan Bizic B IMPORTANCE OF MARKETING IN BANKING BUSINESS DURING
ECONOMIC CRISIS ...ttt ettt 60

Yavuz Odabasi ® RELATIONS OF BRAND AND POLITICS IN TURKEY:
SUGGESTIONS FOR FUTURE STUDIES AND APPLICATIONS.........ccccoiiiiiiiiciiie 66

Petar Kurecic, Anica Hunjet, Goran Kozina B THE STRONG ROLE OF NATURAL
RESOURCES IN SECESSIONIST CONFLICTS: A COMPARATIVE ANALYSIS OF
MAIN FEATURES ... ..ottt ettt et e et e e s nbe e teesnneens 74

Predrag Kapor ® PUBLIC FINANCIAL MANAGEMENT FOR THE SUSTAINABLE
DEVELOPMENT ...ttt bttt 85

Rafal Parvi @ VALUATION OF SHARES AND THEIR FAIR VALUE OF THE
COMPANIES LISTED ON THE WIG-UKRAINE QUOTED ON THE WARSAW STOCK
EXCHANGE IN POLAND WITHIN 2011-2015.......cccoiiiiiiieiiiieeeseee e 94

Davor Perkov, Dinko Primorac, Matej Perkov B POSITION OF FEMALE MANAGERS IN
CROATIAN TOURISM ..ottt 104



5th Eastern European Economic and Social Development Conference on Social Responsibility
Belgrade, 21-22. May 2015

Karmen Dezmar Krainz @ ENHANCING WELLBEING OF EMPLOYEES THROUGH
CORPORATE SOCIAL RESPONSIBILITY CONTEXT ....ccoooiiiiiiiieiieese i 115

Daniela llieva-Koleva, Julia Dobreva ® SOCIAL ENTREPRENEURSHIP AS A FORM OF
SOCIAL RESPONSIBILITY IN BULGARIA ..ottt eanees 125

Ksenija Dumicic, Berislav Zmuk, Anita Ceh Casni B FORECASTING HOUSING

AFFORDABILITY IN SELECTED POST-TRANSITION ECONOMIES.............cccovenenn. 134
Miroslaw Przygoda B THE BRICS NATIONS AND THEIR PRIORITIES............cccc....... 144
Oleg Surkov @ CHANGE MANAGEMENT DURING ERP IMPLEMENTATION .......... 154

Ljiljana Pavlic @ ADDRESSING RESPONSIBILITY OF OWNERS AND MANAGERS IN
CARTEL AGREEMENTS: A COMPETITION LAW PERSPECTIVE ........cccoviviiiiiennn. 159

Caran Margareta, Noja Gratiela Georgiana B AN EMPIRICAL COMPARATIVE
ANALYSIS OF EMPLOYEE BENEFITS PROVIDED BY MULTINATIONAL FIRMS:
THE CASE OF ROMANIA AND SERBIA ...t 168

Arpad Papp-Vary B PRODUCT PLACEMENT AND BRANDED ENTERTAINMENT:
WHY IS IT MORE RELEVANT THAN EVER? ..ot 182

Biljana Ilic, Dragan Mihajlovic ® DEVELOPMENT OF GAMZIGRAD SPA AND
INCREASING OF ENERGY EFFICIENCY ....ooiiiiiiiiiieeee e 190

Snezana Zivkovic, Dejan Petrovic B INTEGRATED PROTECTION MODEL - ISO 45001
AS A FUTURE OF SAFETY AND HEALTH STANDARDS..........cccooiviieeie e 200

Tomislav Peric ® THE IMPACT OF PRICE REDUCTION ON BEHAVIORAL
RESPONSES OF CONSUMERS ... 212

Turker Susmus, Ozgur Babacan @ RESEARCH ON THE DETERMINATION OF THE
UNIVERSITY STUDENTS' ENVIRONMENTAL ACCOUNTING PERSPECTIVE: THE
CASE OF EGE UNIVERSITY ..ottt s 223

Aleksandar Popovic, Marijana Ljubic, Dragana Trifunovic @ THE IMPACT OF COMPANY
RESTRUCTURING ON THE SITUATION IN THE ECONOMY ......cooceiiiiiiiee e, 235



5th Eastern European Economic and Social Development Conference on Social Responsibility
Belgrade, 21-22. May 2015

Dajana Cvrlje, Vlasta Bahovec, Irena Palic B EXPLORING THE EFFECTS OF
FINANCIAL EDUCATION: ANALYSIS OF SAVING BEHAVIOR OF CROATIAN
CONSUMERS. ...ttt b et e e sh e et e e s be e e nb e e sreeebeesnaeetee e 241

Saime Once, Akeel Almagtome B THE IMPACT OF NATIONAL CULTURAL VALUES
ON ENVIRONMENTAL REPORTING: A COMPARATIVE STUDY .....cccccoeiiiiiiiinn 251

Stankovic Aleksandar, Kulic Strahinja, Dinko Primorac @ THE IMPACT OF FOREIGN
DIRECT INVESTMENT ON THE UNEMPLOYMENT RATE IN THE REPUBLIC OF
SERBIA bttt b b e R ettt reare e 261

Ivan lvanovic, Ana-Marija Djuric, Suzana Randjelovic @ TREATMENT OF ELECTRONIC
AND ELECTRICAL WASTE — CASE STUDY ....ooiiiiiieesie st 270

Mario Bogdanovic, Domagoj Cingula, Matko Marijan ® SOFT HUMAN RESOURCES
RATIONALIZATION OF WORK IN ORGANIZATIONS .....ccoveiiiiieiie e 281

Milivoj Teodorovic ® IMPACT OF SUSTAINABILITY ON BRAND POSITIONING AND
VALUE ..o 291

Jadranka Bendekovic, Dora Naletina, Aida Bojic @ THE ROLE OF INTERNATIONAL
FREIGHT FORWARDERS IN THE REPORTING OF SHIPMENT AND DELIVERY OF
GOODS IN THE EUROPEAN UNION OVER THE INTRASTAT ..ot 301

Josko Lozic, Ante Roncevic, Marin Milkovic ® GLOBAL MEDIA INDUSTRY IN
POSTMODERNISM: DOMINATION OF BROADCASTING AND THE TRADITION OF
PUBLISHING ...ttt e et e e et e e e et e e e e et e e e e e e e e e e e e eenanes 311

Ana Jovancai Stakic, Jovana Stokanovic ® THE POSSIBILITY OF REACHING THE
FULFILLMENT OF MAASTRICHT CONVERGENCE CRITERIA IN SERBIA.............. 324

Ana Mulovic, Anica Hunjet, Goran Kozina B TOWARD ECONOMIC REWARD:
CORPORATE SOCIAL RESPONSIBILITY COMMUNICATION OF SMES.........c.cco...... 333

Ivan Huljak ® TESTING OUT THE "QUIET-LIFE" HYPOTHESIS ON CROATIAN
BANKING SECTOR ...ttt 343

Dragana Petrovic, Jovana Kulic, Dinko Primorac @ SYSTEM OF REWARDING AND
MOTIVATING THROUGH THE PROCESS OF EVALUATION AND DEVELOPMENT
OF EMPLOYEES ... oottt sttt sttt st et ene e ane e be e e nne e 354



5th Eastern European Economic and Social Development Conference on Social Responsibility
Belgrade, 21-22. May 2015

RISK MANAGEMENT IN EASTERN EUROPE - DIFFERENCES
BETWEEN THE APPROACH OF LOCALS AND EXPATRIATES

Michael Schwandt
Doctoral School of Enterprise Theory and Practice, University of Miskolc, Hungary
michael-schwandt@web.de

ABSTRACT

This research paper deals with the knowledge about risk management. In particular, it
examines employee’s knowledge about handling risks. As part of his Ph.D. studies, the author
conducted a survey among personnel working in the construction business. In the survey,
participants from two different Eastern European Countries took part and were compared to
each other. Research methodology is based on a standardized questionnaire, which has been
utilized to test participants’ knowledge in terms of risk management. Respondents from
Hungary and Romania have been compared in order to find out the influence of the variable
“Country of work” on people’s know-how and skills. In a second step data was analyzed with
statistical methods, such as standard deviation or correlation of different variables. As the
first main result there seems to exist a connection between the knowledge about risk
management on the one hand and the country of work on the other hand. Results indicate that
knowledge among Hungarian respondents is stronger than among Romanian participants.
The second main result refers to the group of expatriates. The survey has shown that the
expatriates are a group of employees who must be considered separately. They act very
proactively and have a very high knowledge about risk management. After a short
introduction, the paper describes the circumstances of the survey, the way of analyzing data
and finally illuminates the results in particular.

Keywords: Risk, Risk Management, Knowledge, Statistical Data Analysis, Construction
Industry

1. INTRODUCTION

Crisis situations do not happen from one day to the next. There are signals that point to them
and risks pose only the last phase of a long process. The question of why some companies fail
to foresee their economic troubles is a legitimated one. Did they recognize the changes that
took place in the company’s environment but their decision-makers failed to see the
significance? Or was the management not prepared to properly handle the situation? It is often
not the executive of the company, but rather a member of staff, standing at the bottom of the
corporate hierarchy, that first encounters the risk factor and attempts to manage it. However,
these persons cannot be expected to have risk management skills and knowledge. They often
do not have theoretical knowledge and sometimes even their practical experience is lacking.
The knowledge of business companies' staff about risk management is influenced by several
variables, with the influence being of different levels. It is therefore not equal for all
employees. For a company it may be advantageous to know these variables in order to find a
suitable employee for each task or to entrust each employee with such tasks that they can
solve for sure. By deliberately changing some variables, the company has the opportunity to
improve risk management. It is therefore worth to research about the influence of different
variables on the knowledge of employees.
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2. LITERATURE REVIEW
Precondition for dealing with risks is at first an understanding of what the term risk means at
all. In the general perception, risk has a negative connotation. Several authors connect risk
with a target hazard risk or the deviation from a pre-determined target. Neubiirger (1989)
defines risk as "positive difference between the expected and actual target achievement."
Accordingly, a chance means the negative difference between the expected and the realized
level of target achievement. However, another definition of risk shall be mentioned, which
was worked out by Ehrmann (2005). His explanation is even suitable to be used as valid for
the scope of this chapter as definition of the term risk. According to the author risks are:

e connected to decisions,

¢ originate from the uncertainty relating to the assumptions during decision-making,

e mean a danger or hazard.

In addition to the term risk, risk management must be illuminated as well. According to
Eichler and Bungartz (2004) there is a very comprehensive, but at the same time also very
compact definition of the process of risk management, which, for reasons of
comprehensiveness and conciseness appears to be suitable to determine the process of risk
management for the scope of this article: "Enterprise-wide risk management is understood as
the process of strategy formulation, the enterprise-wide identification of significant risks and
opportunities, managing these risks, taking into account the risk appetite of the company, to
ensure the achievement of corporate goals, done by the supervisory board, the upper
management, the operational management and the employees." Haller (1986) places
significant risks in the center of his definition of risk management, which is oriented in his
view to:

¢ In all management activities and in all aspects of leadership to recognize and assess the

significant risk better,
e To tackle as important considered risks with suitable instruments and procedures,
e To pull general leadership and organizational consequences in terms of risk management.

3. THE RESEARCHED QUESTION

In the center of this paper is a comparison of two eastern European countries with regard to
their employees in the construction industry. To be found out is the influence of this variable
on the knowledge of the employees. The research is carried out in two different countries, so
it lends itself to check whether the results differ depending on the country. Subject of the
research are the countries Hungary and Romania, both of which were formerly part of the
Eastern European bloc. Of course, there are differences between these two countries, but the
knowledge of the employees is in the foreground. Since the activities of employees are the
same in these countries and construction projects are handled in a similar manner, it could be
assumed that the knowledge of the employees about risk management is not significantly
different compared to each other. Accordingly, during the research process initially it was
assumed that there is no correlation between the country of work and the knowledge about
risk management.

Hypothesis: Knowledge of risk management on the one hand and the country of labor
exercise on the other hand are two independent variables.
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4. THE RESEARCH METHOD

Data-collection by questionnaire is a very common instrument of scientific research and offers
several advantages. On the one hand, a large number of people can easily be interviewed and
on the other hand the information obtained can be statistically analyzed and conclusions with
respect to the research subject can be drawn. To achieve this goal, the use of a standardized
questionnaire is recommended, in which all questions are formulated uniformly and the
answer choices are already predetermined. For a detailed review of the hypothesis, a part of
the questionnaire contained questions with the help of which the participants' knowledge
could be measured. Through the classification of respondents to groups of attributes, in this
particular case the countries of work, and the statistical analysis of the responses of these
groups, inferences are to be drawn on the impact of the variable.

In total 48 participants from Hungary and 37 participants from Romania completed the
questionnaire. The proportion of both countries is almost of the same size and therefore may
be compared easily. Expatriates, employees who, due to a letter of assignment, carry out their
duties outside their home country, formed a separate group. Their group is very small, but is
listed separately because of their special status. The expatriates taking part in the survey came
from Austria and Germany. The distribution of respondents can be found in Table 1:

Table 1: Distribution of the variable ,, Country of Work ",
Source: author's own work

Country of Work Frequency |[Percent %
Hungary 48 51.1
Romania 37 39.4
Expatriates 9 9.6
Total 94 100.0

The survey was conducted in spring 2011. All persons participating in the survey were at the
time of the survey employees of various construction companies. Respondents were working
on construction projects, in the administration of their companies or in executive positions. In
the interest of the fact that the results of the survey can be obtained from a wide amount of
data, the survey was conducted in different countries: Hungary and Romania. In order to
facilitate the respondents in the various countries responding to the questionnaire, it was
created in different languages, so that each participant could complete the questionnaire in
their own native language. This measure also increases the reliability of the results, since such
errors can be excluded, which arise due to any misunderstandings.

In order to limit the effort to evaluate all questionnaires differently, it appeared advisable to
have the questions answered in multiple-choice system. Through this approach, space for
individual answers to the questions was given and the questionnaire could still be standardized
and then analyzed by statistical means. In order to explore the knowledge of the employees
interviewed about risk management, the questionnaire was divided into three blocks, each
containing eight assertions. The first block contained general statements with regard to risk
management, in the second block statements about the company, for which the respondents
work, were listed. Assertions about the handling of risks especially on construction projects
formed the third group. Taking into account the advises of Babbie (2003) for structuring a
questionnaire, the questionnaire was divided into the following parts:
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a) Knowledge about risk management
¢ Questions about risk management in general (8 questions)
e Questions about risk management in business companies (8 questions)
¢ Questions about risk management on construction projects (8 questions)

b) Questions regarding personal data (4 questions)

Every question appeared in the form of a "right or wrong" statement, which was to be
answered by the respondents. If the respondent did not know the right solution, they could
also check the response "I'm not sure”, meaning that questions were only answered, if the
respondent knew the answer. Of course, there was only one correct answer for each question.
Half of the assertions in each block was right, the other half was wrong. During the process of
analysis every correctly answered question was awarded with one point, the answer "I'm not
sure” was considered wrong. Through different distributions of correct and incorrect
responses within the three blocks, conclusions could be drawn about the intensity of the
knowledge of employees in the three areas of risk management. Among the completed
questionnaires there were also such that were not filled completely or partly faulty. Regardless
of unanswered questions, however, these questionnaires are part of the evaluation, only the
non-responses were disregarded. In order not to distort the results, the missing data has not
been replaced by average values or incorporated in the analysis by using any other different
method.

To process the large number of resulting data on a professional level and be able to analyze it
using statistical tools, the evaluation of the data set was operated with the help of SPSS
Statistics, a software by the U.S. company IBM. According to Hunyadi et al. (2000) "The
SPSS software package was developed in the interest of enabling a very flexible and effective
computer-based implementation of social-scientific analysis." Most of the evaluations were
carried out by the method of analysis of variance (ANOVA = ANalysis Of VAriance), which
analyses the effect of independent variables on dependent variables. The method is based on
the calculation of variances and according to Hajdu (2003) has the advantage that “the
variance usually not separately, but in the implementation of comparisons makes sense™, so it
is suitable, for example, for testing hypotheses.

5. RESULTS AND DISCUSSION

First, it is worthwhile to consider the answers as a whole. Already the two extreme values are
interesting. The achieved minimum score is zero, so at least one of the respondents has not
given a single correct answer. The maximum score however is 20 correct answers. This means
that out of the theoretically possible 24 points, the participant with the most correct answers
just was able to answer 83.3% of the questions correctly. These two extreme values, which
were determined from all questionnaires, generate the first impression that the knowledge of
the respondents can be further improved. This impression is enhanced when one considers the
average values. All respondents answered on average 11.6 questions correctly. From a number
of 24 questions, this value is even slightly below the threshold of 50%. This value is backed
up by the standard deviation. The standard deviation or variance according to Hunyadi et al.
(2000) "is the average square of the deviations from the average. Accordingly, it indicates by
how much the measured values deviate from the average arithmetical average. The unit is
always the same as that of the original data."” Standard deviation was 4 correct answers,
which means that the respondents answered on average between 7.6 (31.7%) and 15.6
(65.0%) of 24 questions correctly. As shown in Table 2, the participants, on average, had only
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so much knowledge about risk management that they could answer only about half of all
questions with a standard deviation of four correct answers.

Table 2: Statistical figures regarding the knowledge about risk management,
Source: author's own work

Correctly answered questions N
Minimum 0.00
Maximum 20.00
Mean 11.6054
Standard Deviation 3.9824

In the next step, the relationship between the country, in which the respondents works, and
their knowledge about risk management was studied. The hypothesis initially assumed that
these are two independent variables. However, the results of the survey have not confirmed
the hypothesis. In all cases, a connection between the country of work and the knowledge
about risk management exists. The knowledge is the highest with the seconded employees.
They answered on average 13.5 questions correctly, which corresponds to slightly more than
56%. This is followed with already two and a half points distance by the Hungarian staff, who
could on average answer 11.0 questions correctly, which is still almost half of the possible
points. The Romanian employees are cut off in fourth place, with an average of 9.6 correct
answers they reached only a quota of 40%. The detailed results are shown in Table 3.

Table 3: Mean and standard deviation depending on ,, Country of Work ",
Source: author's own work

Standard
Country of Work N Mean Deviation
Expatriates 9 13.50 4.0838
Hungary 48 11.00 4.3621
Romania 37 9.58 4.1058

This finding is supported by the results regarding the knowledge in the three blocks. Again,
the expatriates reached the highest results of all, except for one block. Furthermore, in each
block, the results in Hungary are higher than those in Romania. The detailed numbers can be
found in Table 4.

Table 4: Results in the three blocks of knowledge depending on ,, Country of Work ",
Source: author's own work

Country of |General Company |Constr.
Work Knowledge |Knowledge [Knowledge
Expatriates |3.22 3.25 6.44
Hungary 3.23 251 5.26
Romania  |2.97 1.97 4.61
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As part of the analysis it was also tested whether links to other variables exist. In case of two
groups, according to Hunyadi et al. (2000) the Mann-Whitney test is used. For comparing at
least three samples to each other, the Kruskal-Wallis test can be utilized. Both work as a non-
parametric statistical test that do not assume a given probability distribution and examine
differences in the median of each group. The chi-square provides information on the
distribution of the values, dF on the degree of freedom and the significance level on the
probability of error. Only such links are shown below in which the significance level has a
maximum of 5%. Subsequently, the groups can be compared to each other based on the
respective group average (mean rank).

Table 5: ,, Country of Work*“: Interdependencies with other variables,
Source: author's own work

Kruskal Know- Question | Question |Question |Question |Question
Wallis ledge 20 25 30 34 35
Test about risk
manage- |lthinka |The Itis I make I limit
ment briefing or | regulation | difficult | many myself to
training |sare to know |decisions |report
would be | known. all the to the best | identified
useful. regulation | of know- |risks,
s because |ledge without

they are |because |instructio
accessible | there is n | do not

in no do
different |regulation |anything
places. : against it.

Chi-Square | 16.0158 | 12.3577 | 10.4430 | 13.1249 | 14.6673 | 19.4812
df 3 3 3 3 3 3
Asymp. 0.001 0.006 0.015 0.004 0.002 0.000

Expatriates |117.25 121.83 86.78 118.89 147.22 58.83
Hungary 85.90 110.77 94.15 100.04 117.66 129.72
Romania 63.37 124.55 81.12 71.95 85.86 92.24

The review with the Kruskal-Wallis test delivered interesting insight into relationships of the
variable country of work with other influence factors. Thus, it could be an explanation for the
low performance of the Romanian respondents that the rules on risk management are the least
known among them. At the same time, they are the group in which most respondents agree
that a briefing or a training would be useful. The second group, which stated that a briefing or
a training would be useful, are the expatriates. This is an interesting finding, because with
them the knowledge about risk management is the highest. At the same time, their awareness
of the regulations is low, because, according to the respondents, they are partially disordered
and difficult to find. In case of the expatriates, the proportion of decisions that are made to the
best of knowledge but not necessarily under application of a rule is the highest. Also on
highest level is the proactive course of action that is not limited to the reporting of risks, but
also includes handling them without being asked. The survey has thus shown that the
expatriates are a group of employees who act very proactively and have a very high
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knowledge, but this is more based on experiences and less on applying rules. The regulations
are not always known and there is a need for help with tools. Detailed results are shown in
Table 5.

Interesting insights into the relationship between different variables can be obtained through
calculation of correlation of the variables. Hunyadi et al. (2000) state, that "... it must be out-
raised that neither the results of the correlation nor the regression analysis can be
automatically interpreted as a causal relationship. Both methods give information only about
the presence, intensity and direction of the connection of two variables.” Correlation may be
positive, then the variables move in the same direction, or it can be negative, then the
variables move in opposite direction. A value close to zero indicates that there is no
correlation, a value close to 1 or -1 indicates a very strong correlation. Taking these conditions
as given it has been examined whether correlation occurs between the following criteria:
Knowledge about risk management in general

Knowledge about risk management in business companies

Knowledge about risk management on construction projects

Knowledge about risk management in total

Country of work

The values obtained can be divided into five groups, according to their size and the size of the
confidence interval, which describes the accuracy of the calculation:
e No or little correlation (values up to +- 0.14)
¢ Significant correlation with a confidence interval of 5% (Values from +- 0.14 to +- 0.185)
o Significant correlation with a confidence interval of 1%, with values that are to small to
derive theoretical relationships (Values from +- 0.185 to +- 0.4)
¢ Significant correlation with a confidence interval of 1%, with values that are large enough
to derive theoretical relationships, the contents of the correlation is, however, not
definable
(Values > 0.4 or < -0.4)
¢ Significant correlation with a confidence interval of 1%, with values that are large enough
to derive theoretical relationships and the contents of the correlation is definable
(Values > 0.4 or < -0.4)

The study therefore assumes that several conditions must be met in order to recognize a
relationship between two variables. With a confidence interval of 1%, a value of 0.4 or higher
must be achieved. Only in case of the completion of both criteria one can assume that both in
terms of the size of the confidence interval, as well as in the level of correlation sufficient
security is given in order to define the content of the correlation in a meaningful way. Out of
these, however, the contents of the correlation could be defined only for a total of 6 values,
which means that a sense of connection between the two variables can be established. Half of
them included the variable country of work:
e There is correlation between the country of work and the knowledge about risk
management on construction projects (Value: 0.833)
e There is correlation between the country of work and the knowledge about risk
management in business companies (Value: 0.755)
e There is correlation between the country of work and the awareness of the regulations
regarding risk management (Value: 0.423)
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6. CONCLUSION

The employees' knowledge about risk management is influenced by several variables.
Depending on the variable, this influence turns out differently. The influence of variables on
employees’ knowledge could be explored with the help of the questionnaire. The total of all
respondents has been divided into subgroups, depending on in which country they exercise
their working activity. Subsequently it could then be researched whether the dependent
variable, the knowledge of respondents, performs significant differences in the various
groups. This was possible because the standardized survey was carried out in different
countries: in Hungary and Romania. In the course of the survey, these countries were
supplemented with the category of expatriates, respondents who fulfil their work outside their
home country and therefore cannot be clearly assigned to one country. The results of the
survey have not confirmed the hypothesis. In all cases, a connection between the country of
the work and the respondents' knowledge about risk management was found.

The knowledge was the highest with the seconded employees. They were able to answer
correctly on average slightly more than 56% of the questions. The Hungarian participants
reached with 46% correct answers given, after all, still almost half of the possible points. The
respondents from Romania were slightly cut off in the fourth place, they reached an average
rate of 40%. This finding was supported by the results in the three blocks of knowledge. Here,
too, with one exception, the expatriates reached the highest results of all. Furthermore, the
results for each block in Hungary were higher than those in Romania.

Through the statistical analysis, further findings could still be detected. Among the Romanian
respondents, the regulations on risk management were the least well known. At the same time,
they were the group, which stated mostly that a briefing or a training would be useful. The
second group, which agrees that a briefing or a training would be useful, were the expatriates.
This is an interesting finding, because with them the knowledge about risk management was
the highest. At the same time, the awareness of the regulations was low. For expatriates, the
proportion of decisions that are made to the best of knowledge but not necessarily under
application of a rule was at its highest. Also on highest level is the proactive course of action
that is not limited to the reporting of risks, but also includes handling them without being
asked.

1. Thesis: The survey has shown that the expatriates are a group of employees who act
very proactively and have a very high knowledge about risk management. However, this
is more based on experiences and less on applying rules.

The influence of the country of work on the knowledge about risk management could also be
researched with the calculation of correlations. Correlation could be found between the place
of work and the blocks of knowledge about risk management. The correlation between the
country of work and the knowledge about risk management on construction projects was 0.83,
the correlation between the country and the knowledge about risk management in business
companies was 0.76. Both of these are very high values, as the maximum correlation may
only take a value of one. A direct correlation between the two variables could thus be clearly
demonstrated.

2. Thesis: There is a connection between the knowledge about risk management on the
one hand and the country of work on the other hand.
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ABSTRACT

Big Data improves modern bussiness through new aspects of data colection, merging and
analysis. Old techniques which treat data have a serious issues with big amounts of data. New
approach delivered by Big Data will enable modern bussiness intelligence which deals with
extremely large volumes of data, extremely high velocities of data and exteremely various
sources of data. Core functions enable bussiness decisions based on real facts with
decreasing percent of envolved assumptions. Bussiness decisions realized using the Big Data
approach provides better positive feedback and good social impacts where a result of these
decisions show positive tendencies with minimalization of negative ones. Bussiness decisions
now have greater possibilities to make better and more human society instead of production
of negative side effects.

Keywords: bussines decisions, bussiness intelligence, big data, feedback economy, internet of
things, social networks

1. INTRODUCTION

If we looked back on society and the progress of mankind at all, we can describe that journey
through using different types of roads. In the begining, there was a road with dust and
progress based on primitive tools for basic human surviving. Than humans get modern asphalt
road which symbolized progress based on using a various kinds of machines, from steam
engine to modern robots. And then humans started to use highways, knowledge where the
data is the key for everything. Or is not?

What is data without appropriate context, only simple collections without meaning. Meaning
is the key for everything. Meaning of data, also known as information, is the key of modern
society and all aspects of human being include the bussiness.

Some say that we are nowadays we are information society, but we live today at the next level
of that society, we live in digital era. Digital era has one dominant characteristic, the amount
of data and information that are produced these days are incredibly big viewing from many
angles of observations. Today we live in surounding of Big Data.

Previous constations are dominant in the sphere of economy, finance and bussiness data.
Right information in right time become essencially important key of every bussiness success.
Also a large amount of data and information become a potential hazard for modern bussiness
environment, so modern bussiness trends, nowadays, must deal with risk of missing crucial
data and information in the large sets of data and information. Crucial task for modern world
of bussiness is to determine which data and information are important and which are not in
particulary situations and domains.

We use strategies to deal with different types of problems in different domains of human
presence. We can see that strategies evolve with complexity of challenges which are presented
in education, science, engineering, goverment, military, finance, economy, bussiness and
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other branches of work. Some of them are improvements, some of them are new strategis, but
most of these strategies have a loop structure in their definition. So we can concluded that the
most common component in strategies is some kind of feedback exsistence. For example, in
military we have OODA (Observe, Orient, Decide, Act) with feedback from Act to Observe
point, in engineering we have strategies based on iterative-incremental methods with
iterations which based on known feedbacks etc.
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Figure 1: The OODA loop implementation for using in modern decision process (Active Business
Solutions, 2015)

With feedback element, data and information collected from data we can achieve serious
improvements in variety of bussiness process, from getting higher efficiency to major
optimizations procedures. Researcher Alistair Croll claim that the efficiencies and
optimizations that come from constant, iterative feedback will soon become the norm for
bussiness and goverments (Croll, 2012, pp. 1-8).

2. BIG DATA FUNDAMENTALS

Using a data analytics as one of the key processes in modern bussiness approach is not a new
tendency. On the contrary, it has been related to financial, economy and bussiness for decades
from now. We could say that at the moment when the particular bussiness idea was born, we
assume that the data generation related to the idea is started. Direct consequence of that data
flow is need to analyze somehow that amount of data and to get special conlusions and
information about some area of our bussiness process.

As said before, in the begining we deal with small amount of data which is relative easy to
select, classify, analyze and represent obtained results. But most factors relate with bussiness
aren't constants. We are dealling with variable bussiness surounding and the amount of data
grow and become more complex. Number of data sources also grow. Data flow from rain
drops become one big strong waterfall. For a very short time in modern, rapid bussiness we
achieve phenomenon of dealing with extremly large volumes, extremly high velocity and
extremly wide variety of data. Now we can't talking about a data. We must define concept Big
Data for our bussiness purposes.
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Companies in all sectors have at least 100 terabytes of stored data in the
United States; many have more than 1 petabyte

Stored data in the Stored data per firm
United States, 2009’ Number of firms with (>1,000 employees), 2009
Petal >1,000 employees- Terabyt

Discrete manufacturing’ 966 1,000 967

Government 248 647 1.312

Communications and media 716 398 1.792

Process manufacturing’ 694 835 8317

Banking 619 321 1,931

Health care providers® 434 1.172 370

Securities and investment services 428 1M1 3,866

Professional services an 1478 278

Retail 364 522 697

Education 269 843 319

Insurance 243 280 870

Transportation 227 283 801

Wholesale 202 376 536

Utilities 194 129 1,807

Resource industries 116 140 825

Consumer & recreational services 106 708 150

Construction 51 222 231

1 Storage data by sector derived from IDC.

2 Firm data split into sectors, when needed, using employment

3 The particularly large number of firms in manufacturing and health care provider sectors make the available storage per
company much smaller

SOURCE: IDC; US Bureau of Labor Statistics: McKinsey Global Institute analysis

Figure 2: Stored data analysis in the United States for year 2009 (China KDD, 2012)

Logical question from upper definition is why specially we emphasize »Big«. Data is data,
small or big. That is correct from the phylosophic point of view, but from the bussiness
intelligence point of view we need to improve our bussiness potential ratio somehow with that
big amount of data. Our goal is to provide the answers with the right speed, we want to
manipulate with data as soon as possible, we want real time data management. For example,
look some conference and its attenders. We collect some data of attenders like their names,
organizations, cities, states etc. Even if we assume that we have a thousand people on the
some conference, that is still relative small amount of data. But organizators want to get new
attenders for next conference or for some new conference or for some publications in the
related fields. We can for start analyze attenders organizations, get a list of their collegues
from that organizations, get a list of published papers, publications, patents and similiar things
and cross reference them to select our potential candidates. Let assume that a half from our
thousand attenders have unique organizations, that every organization has hundred researchers
for example and that every researcher published twenty papers. So we will for start five
hundred different sources for gathering the data, and the amount of data that we will collect
that be minimum 500*100*20 (organizations*employees*publications) which is minimum of
1.000.000 (one milion) data for this particular case. We said minimum because we use
approximation that every specific item consists from one particular fact, but as we know in the
real world situation is more complex. For example, information about published paper can
contain names of the autors, name of the paper, year, publisher, volume number, number of
pages etc. And what if organizers organize more conferences than one and want to analyze
merged data from all conferences, and want to merge all data for past five years? As a prove
to the mentioned above we will represent the results of data storage analysis in the United

15



5th Eastern European Economic and Social Development Conference on Social Responsibility
Belgrade, 21-22. May 2015

States for year 2009 so we can easy concluded that the curent numbers of data is much higher
nowdays. As we see from previous example and chart, we can easy achieve extremly large
volumes (more and more data), extremely high velocity (rapidly growth) and extremelty wide
variety (more and more different sources) of data.

3. UNSTRUCTURED (ADHOC) BUSSINESS DATA

All bussiness inteligence in the past dealed with strictly structured data. Decisions were based
on the strictly defined data located in the companies databases. Data sources were in most
cases internal. There were cases of using external sources of data for making bussiness
decisions, but even then, amount of sources were so small and defined using some strict
company rules.

Typical example of that past times is situation when the company need to measure customer
satisfaction about some company product in aim of decision of continuing or cancelation of
the production. Company were targeting customers, done the interviews with strictly defined
questions and most of them were with yes/no answers. Then the answers collected into the
company databases and company simply measure numbers of yes or no answers and made
decisions.

This approach were wrong regardless the number of interviewing customers, companies were
uncapable to have a real picture about their consumers and their using the product. There were
numbers of cases when the companies discontinued products and that products were not
failures. In that cases few changes will be enough to make the product good for customers and
good for the company and the profit.

Big Data Ecosystem IMEX

Generation Operational IT Analytics Usage

Data Class Types Store Access Prepare Analyze Visualize Analyze Business

Data Types Data Mgmt & Storage Data Analytics

- Structured - Store Algorithmics
(Relational) - Secure - Automation - Decision Support
Unstructured - Access - In Real Time - Just InTime
(Adhoc) - Network Business Model

Data Class Engines Business Analytics

- Hadoop/MapReduce
- Humen - Apacmp Tocfls ; ::_::'"n::"wm g
- Machine  Cloudera/IBM/EMC ... oper Penetration

SQL- RDBMS Enhancements
Data Velocit - Visualization ... BUEDW e

Batch Prepare Data For
Streaming Analytics

ETIL / Data Integration
Workfiow Scheduler
- System Tools

Figure 3: Representation of Big Data Ecosystem through various stages of Big Data Process (Imex
Research, 2015)

In the past years situation was changed. Massive communications become a very important
role in all spheres of companies and customers digital lifestyle approaches (Rabrenovi¢, 2015,
p. 12). Today, we have a situation that modern business solutions are using besides traditional
relational data, new data type called unstructured data (also known as adhoc data). In this
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paper we will consider two aspects of communications as an example of changed bussiness
intelligence from using structured to using of large amount of unstructured data. We will
further discuss only about e-mail and the social networking.

3.1. E-mail

Communications realized via e-mail services today represents dominant type of
communication in modern bussiness world. E-mail dominate in both spheres of enterprise
communications, internal and external. Internal channels contain very important facts which
company need for understanding primary goals for bussiness decisions with low percentage of
failures. On the other hand, external chanells are essence of understanding customers
satisfaction and needs.

The real problem of using e-mail data in bussiness decitions is their structure. Technically,
every e-mail message has defined structures such as header and body of the message. Header
contains very important data such as date, sender information, recepient information etc. and
all of these data are structured, so reading, understanding and analyzing these data aren't such
a big problem. But, for company and bussiness intelligence more crucial is other part of the
messages, body. Body of the message contains that raw pieces of data whch may lead us for
very crucial information about some bussiness process.

Problem with this data is that they are highly unstructured. Let us explain. You can discover
patterns in email communication, but those patterns can be easily changed at the moment by
the e-mail sender. This changes are the result of human nature. Natural language of humans is
very hard for interpretation in information systems because humans have a natural need to use
certainty in their language rather then a making conversations with strict facts. For an
example, assume that the division manager must inform top manager about possibility of
delayed transport of their products tommorow. He will write something like this using natural
constructions of language: »I must inform you that the transport of our product maybe will be
late tomorrow.«. Take a look a word maybe. Is it definitely yes, or is it definitely no, system
is not capable to decide with simple analyze of this sentence and data in it. And that is the
problem. Most of messages have this type of construction in it which are related to some
uncertainty. So our digital bussiness approaches must be capable of decide with which
possibility transport will be delayed. The system must dealed with elements of some fuzziness
and certainty factors to get the information which is valued for some organizational structures
(Subasi¢, 1997, pp. 141-145)

Other problem is that this is only one sentence which must be recognized in whole mail
because in real world e-mail messages are consisted of more than one sentences related more
or less, or unrelated for some discussed problem.

3.2. Social networking

There are some experts which said that the face of the modern world is drastically changed at
the moment when the social networks came on the scene of nowaday digital communications.
Changes of different kinds of information never have been easier, connections of similar
interests groups are brought to the next level. And social networking population is rapidly
grown. Picture of the world is changed, Internet of Things (loT) is not more only a theory, it
become present and future of today business processes where almost everything and
everybody is connected to the global network and all of them are not far away from us, they
are digitally so close, one click from us.

Two key words for business intelligence and for business decisions are everything and
everybody. This means that at this moment companies will have better flow of data for their
business needs and purposes even that those data are not strictly aimed to be used within the
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company management information systems. The extremely variety and volume of those data
are not something that the companies could be worried or scared about. On the contrary,
social networks are the gold mine as a source of new kind of data, data which were
unavailable in most cases in the past when the business decisions are made.

The essence of the social networks viewing from the angle of making business decisions will
be analyzed on the next example. Imagine that some international company is located in the
Asia, with its branches in Europe and United States. That company releases a product on the
Asia, Europe and US market. We have a customer using products on three continents and its
states. Let’s say that a customer A is located in Serbia and customer B is located in the US.
Both of the customers have an important remark about a product from Asia and want to share
their impressions. First, customers A and B would not call headquarters in Asia by phone
because international calls are so expensive. Second, both of the customers would not write an
e-mail to company headquarters because they thought that the answer would be stereotype
which receives all the customers all over the world. So, customers A and B will log on some
social network, join to some discussion group related to the product and discuss with other
members about their remarks. Maybe the customers A and B will have mutually conversation
about the product and get some outstanding conclusions about eventually new using or
improvements about the product. Lot of so crucial data will be generated inside the social
network and outside the company corporate network.

Looking at the first hand, the problem is that company would not be aware of these crucial
data. Decisions will make without some knowledge which is so important for the customer.
So we can say that the problem in some aspect is that all business decisions will get some
failure or at the bottom line we can say that business decisions will be incomplete. Second of
the problem will be that the customers can be discuss about everything and somewhere in that
discussion the product will be mentioned in few sentences. Or maybe discussion is made in
some group for example which members are fishermen and their customers for the example
discussed about new refrigerators functions because they got some cold beer for their fishing
adventures.

4. IMPROVEMENT OF SOCIAL IMPACTS

We discussed in previous chapters about basic concepts related to Big Data and related
problems which modern companies have nowadays. We already mentioned before that if
companies want to reach concurrent position on the market, they must knock down known
boundaries of traditional business process and out from the box. Answers to the crucial
business decisions are not anymore only in databases related to various parts of the company
information systems. Answers are out there where traditional stops and digital future begins.

4.1. Research and education improvement

Every researcher knows that success of the researching is data related problem in most cases.
Quality and quantity of data are important role of every serious researching. Big Data now
offers solutions for researchers which is costly effective, domain widespread and the most
important at all big data offer possibility for finding universal solutions instead particular,
limited findings. Uses of Big Data concepts in researching area provide highway to possibility
for creating better and human society.

We will mention breakouts which Big Data already done in health and pharmaceutical
researching areas. Remarkable results Big Data approach have in the area of controlling
diseases. Major breakouts Big Data through its analytics make in area of finding new cures for
especially rare diseases where the lack of data was leading problem. Now Big Data offers to
researching teams easily adapt to new environment and tendencies and on that way need a
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chance to focus for more possible and universal solutions than the older particular one.
Similar situation we have in sphere of education on different levels. The amount of public
information is increased in aim to share knowledge and to create better informed society.
Especially these new technologies can improve permanent education segment. With Big Data
every individual can achieve best performance in studying specific areas which has a
significant value for his work or some other sphere of being. For example mechanical
engineers now can more learn and understand various deformations of material etc. Even the
negative influences are smaller than the benefits; we also must introduce some of them. Two
negative influences are dominant. First negative influence is possibility to learn easier some of
the areas which is related to aim to make something destructively (already is known situations
where individuals made bombs or intentionally accidents). Second negative thing is that
sometimes we have situations where false information easily looks like a true facts and being
interpreted like reliable ones.

4.2. Environment improvement

Big Data has important role in issues related to environmental protection. Some authors
describe Big Data as a missing component in sustainable development. Every aspect of human
work has an influence on environment. Some are good, but, mostly there are bad ones.
Nowadays one of the key areas in environmental protection, besides recycling, is threating of
the industrial waste problem.

Industrial waste extraction and handling during production process are followed by large
amount of data (Milosavljevi¢, Stoli¢, 2009, pp. 154-159). Few years ago there weren’t
possibilities to collect, validate and treating all of the data which were generated by the
industrial process. Direct consequence of that state was that there were often situations where
crucial data were overridden or bad interpreted and that leads to technological accidental
situations. For example there were few situations in region where the whole compositions
with a toxic industrial waste were forgotten overnight on Serbian railways without proper
information about weight, type of material, route etc. Days were needed for collecting and
validating missing information, so proper acting according to new information delayed due
proper analysis. Luckily bigger accident missed. Big Data in this cases word luck changes
with word knowledge. With proper Big Data technology and with concept Internet of Things,
now easily we can establish global monitoring systems to prevent similar events through
correct decisions. Sensors, cameras and all other devices could generate necessary data and
that data could be easy process with Big Data techniques. Now environment can be monitored
in aim of prevention and society and environment, with knowledge which Big Data brings to
us, can be partners with one positive feedback instead negative ones.

4.3. Customer experience improvement

One universal benefit which Big Data bring to all involved in modern business world is
chance to improve the connection with customers. This means that customer opinions will
have a greater value in making of business decisions than the past common practice.

Positive feedback or feedback economy is created with the possibility to act according to
analysis of different various sources of customer’s opinions, wishes, claims etc. These sources
we mentioned above. With Big Data now we can tracking and collect information about our
products globally instead locally. Powerful sources such as social networks provide to us
crucial information which is necessary inputs in our making of business decisions. On that
way, companies now can react with real facts and not with assumptions which leads to two
significant moments. Companies become more concurrent and create stable economy, so the
new jobs are created and current employees have bigger motivation for work (smaller
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pressure, bigger salaries, and better healthcare protection). Customers at the other hand get
cheaper, reliable products, products which are shaped by their needs and wishes. Big Data
creates, through its actions incorporated in business decisions, more responsible players on the
global market.

Year Enterprise Software Forecast: Social Media Big Data IT Services Total
Spending for Specified Revenue, Worldwide, Spending
Sub-Markets 2011-2016

2011 2,565 76 24,407 27,047
2012 2,918 1,384 23,476 27,778
2013 3,516 1,812 28,578 33,906
2014 4,240 2,827 37,404 44,472
2015 5,207 3,615 36,189 45,010
2016 6,461 4,411 43,713 54,586
Note: Accuracy is to the nearest $1 million and is derived from percentage-based algorithms, Research data does not provide total

accuracy to the nearest $1 million. Some rounding errors apply

Table 1: Total IT Spending Driven by Big Data in Millions of Dollars (Columbus, 2012)

4.4. Prevention of non-legal actions

As some author’s claims, at least 10 percent of insurance company payments are for
fraudulent claims, and the global sum of these fraudulent payments amounts to billions or
possibly trillions of dollars (Hurwitz, J, Nugent, A, Halper, F, Kaufman, M, 2013, pp. 260-
261). This facts today represent the reason why insurance companies, besides brokers,
investment fonds, banks and other financial institutions, are one of the biggest investitors in
technologies and solutions based on Big Data. Big Data is powerful tool in prevention of
criminal activities. It will enable better interoperability among various institutions such as
local authorities, Interpol, FBI, DEA and others in aim of acting against criminal acts. With
strength of Big Data expectations are that the number of international criminal groups and
their acts will drastically decrease because many various factors will be better monitored and
controlled. There are many examples of posible using Big Data for preventing frauds and
criminal acts. We will mention some among them.

Customs will have better fluctuation of data and analysing of data will be almost in real time.
Vehicles departments now will more efective combine its databases and data with various
references on global level. For example now police patrols will be able to check in real time
DMV (Department for Motor Vehucles) databases and cross reference it with other
coresponding data like manufacture data via mobile devices which every policeman can carry
with him in patrol. Frauds with credit card payments will be decreased also because with Big
Data we have now possibilities for fast checking and discovering possible fraud patterns
among various financial institutions.

Possibilities are numerous because with Big Data all involved institutions in process easy can
interoperabile with data provided from the external sources and chose best scenario to act
against crime. If we looked social impacts, there are will be whole set of influences (personal
safety will be at higher level, gray zones in economy will be harder to achieve etc).
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5. CONCLUSION

Big Data brings transformation of society in better, human society looking from various
aspects of human behaviour and work. Power of this claim lies in a fact that these techniques
will enable a whole brunch of positive feedbacks in every domain where it will be
implemented. It will enable to whole bussiness and society better way to determine which is
the best path to make coresponding decision based on facts instead on assumptions. As some
authors said Big Data will determine the next best action (Hurwitz, J, Nugent, A, Halper, F,
Kaufman, M, 2013, pp. 257-260).
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Figure: Forecast of Transition and Size of Big Data Analytics Market in Japan (Yano Research, 2013)

These next best action will transform social impacts of bussiness decisions in better way than
the others techniques do. That constatation has strong base in elementary components of each
Big Data oriented system. Unlike previous analytics techniques, these techniques provide
dealing with extremly data situations: extremly volumes of data, extremly velocities of data
and extremly variety of data. According to previous constatations and facts, for sure we can
claim that the Big Data will be esential tool in all spheres modern bussiness and that modern
companies must involve these tools in every aspect of their work and presence on global
markets.
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ABSTRACT

This paper analyses Estonia’s trade in goods with three Central and Eastern European
countries: Latvia and Lithuania, two of Estonia’s most important trading partners, and
Slovenia, one of Estonia’s less important trading partners. In 2013, the value of Estonia’s
trade in goods with Latvia and Lithuania amounted to €2,576.5 million (9.9 % of the value of
Estonia’s trade in goods with the world) and €1,942.2 million (7.4 % of the value of Estonia’s
trade in goods with the world) respectively, while the value of Estonia’s trade in goods with
Slovenia amounted to only €36.2 million (0.1 % of the value of Estonia’s trade in goods with
the world), which means that there is a considerable scope for increasing the value of
Estonia’s trade in goods with Slovenia.

Keywords: Estonia, Latvia, Lithuania, Slovenia, trade in goods and services, trading partner.

1. INTRODUCTION

Estonia is, like most other Central and Eastern European countries (CEECSs), including Latvia,
Lithuania and Slovenia, heavily dependent on its trade in goods and services with the world.
There are many reasons for this, such as the relatively small size of Estonia’s domestic market
for goods and services. In 2013, the value of Estonia’s trade in goods and services with the
world amounted to €32,515.6 million, 173.5 % of the value of Estonia’s gross domestic
product (GDP) and an increase of 2.9 % over the previous year. In the same year, the value of
Estonia’s exports of goods and services to the world amounted to €16,331.8 million, 87.2 %
of the value of Estonia’s GDP and an increase of 3.7 % over the previous year, while the
value of Estonia’s imports of goods and services from the world amounted to €16,183.8
million, 86.4 % of the value of Estonia’s GDP and an increase of 2 % over the previous year.
In order to further increase the value of its trade in goods and services with the world,
particularly the developing world, Estonia should further increase its competitiveness (which
is already higher than the competitiveness of most other CEECs, including Latvia, Lithuania
and, particularly, Slovenia (see Sala-i-Martin et al., 2014, p. 13)) and take some other
measures such as further increasing its inventiveness, innovativeness and productiveness. In
addition, it should also further increase its attractiveness to both foreign people and foreign
companies, including those from Latvia, Lithuania and Slovenia.
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2. ESTONIA’S TRADE IN GOODS WITH THE WORLD

This chapter deals with Estonia’s trade in goods with the world. In 2013, the value of
Estonia’s trade in goods with the world amounted to €26,097.3 million, 139.3 % of the value
of Estonia’s GDP and a decrease of 2 % over the previous year. In the same year, the value of
Estonia’s exports of goods to the world amounted to €12,291.1 million, 65.6 % of the value of
Estonia’s GDP and a decrease of 1.8 % over the previous year, while the value of Estonia’s
imports of goods from the world amounted to €13,806.2 million, 73.7 % of the value of
Estonia’s GDP and a decrease of 2.1 % over the previous year.

Europe is Estonia’s most important foreign market for goods due to geographical, historical
and many other reasons. In 2013, the value of Estonia’s trade in goods with the Europe
amounted to €23,463.4 million (see Table 1), 89.9 % of the value of Estonia’s trade in goods
with the world and an increase of 0.7 % over the previous year. In the same year, the value of
Estonia’s exports to Europe amounted to €10,745.7 million, 87.4 % of the value of Estonia’s
exports of goods to the world and an increase of 3.9 % over the previous year, while the value
of Estonia’s imports from Europe amounted to €12,717.7 million, 92.1 % of the value of
Estonia’s imports of goods from the world and a decrease of 1.9 % over the previous year.

Table 1: Estonia’s trade in goods by region, 2013

Exports of goods Imports of goods Exports and imports
of goods
Value in | Percentage | Value in | Percentage | Value in | Percentage
million € | of the total | million € | of the total | million € | of the total
value value value

Africa 128.2 1.0 14.4 0.1 142.6 0.5
America 507.2 4.1 190.9 1.4 698.1 2.7
Antarctica 1.6 0.0 0.0 0.0 1.6 0.0
Asia 735.3 6.0 873.2 6.3 1,608.5 6.2
Europe 10,745.7 87.4 | 12,717.7 92.1| 23,4634 89.9
Oceania 24.4 0.2 10.0 0.1 34.4 0.1
Not specified 148.8 1.2 0.0 0.0 148.8 0.6
Total 12,291.1 100.0 | 13,806.2 100.0 | 26,097.3 100.0

Source: Statistics Estonia (2014).

Asia is Estonia’s second most important foreign market for goods. In 2013, the value of
Estonia’s trade in goods with Asia amounted to €1,608.5 million, 6.2 % of the value of
Estonia’s trade in goods with the world and a decrease of 4.3 % over the previous year. In the
same year, the value of Estonia’s exports of goods to Asia amounted to €735.3 million, 6 % of
the value of Estonia’s exports of goods to the world and a decrease of 4.5 % over the previous
year, while the value of Estonia’s imports of goods from Asia amounted to €873.2 million,
6.3 % of the value of Estonia’s imports of goods from the world and a decrease of 4 % over
the previous year.

America is Estonia’s third most important foreign market for goods. In 2013, the value of
Estonia’s trade in goods with America amounted to €698.1 million, 2.7 % of the value of
Estonia’s trade in goods with the world and a decrease of 31 % over the previous year. In the
same year, the value of Estonia’s exports of goods to America amounted to €507.2 million,
4.1 % of the value of Estonia’s trade in goods with the world and a decrease of 38.8 % over
the previous year, while the value of Estonia’s imports of goods from America amounted to
€190.9 million, 1.4 % of the value of Estonia’s imports of goods from the world and an
increase of 4.8 % over the previous year.
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Other regions are Estonia’s less important foreign markets for goods. In 2013, the value of
Estonia’s trade in goods with Africa, Antarctica and Oceania amounted to €178.6 million, 0.7
% of the value of Estonia’s trade in goods with the world.

In 2013, Estonia exported most goods to Sweden, followed by Finland and the Russian
Federation (both of which are Estonia’s neighbouring countries) (see Figure 1), while it
imported most goods from Finland, followed by Germany and Sweden (see Figure 2).

Figure 1: Estonia’s exports of goods by Figure 2: Estonia’s imports of goods by

country, 2013 (value in million €) country, 2013 (value in million €)
Sweden Finland
Finland Germany
Russian Federation Sweden
Latvia Latvia
Lithuania Lithuania
Germany Poland
Norway Russian Federation
United States United Kingdom
United Kingdom China
Denmark Netherlands
Netherlands Italy
Belgium France
Poland Belgium
France Denmark
Turkey Hungary
Italy Czech Republic
Spain United States
Ukraine Spain
China Switzerland
Other countries Other countries
Not specified Not specified

0 500 1000 1500 2000 2500 0 500 1000 1500 2000 2500
Source: Statistics Estonia (2014). Source: Statistics Estonia (2014).

3. ESTONIA’S TRADE IN GOODS WITH CENTRAL AND EASTERN EUROPE
This chapter deals with Estonia’s trade in goods with Central and Eastern Europe (CEE),
which is mainly due to Germany, Latvia and Lithuania one of Estonia’s most important
foreign markets for goods. In 2013, the value of Estonia’s trade in goods with CEE amounted
to €9,007.2 million, 34.5 % of the value of Estonia’s trade in goods with the world. In the
same year, the value of Estonia’s exports of goods to the CEE amounted to €3,139.3 million,
25.5 % of the value of Estonia’s exports of goods to the world, while the value of Estonia’s
imports of goods from CEE amounted to €5,867.9 million, 42.5 % of the value of Estonia’s
imports of goods from the world.

In 2013, Estonia’s three most important trading partners in CEE were Germany, Latvia and
Lithuania (see Table 2), which together accounted for 72.6 % of the value of Estonia’s trade
in goods with CEE.
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Table 2: Estonia’s trade in goods by CEEC, 2013

Exports of goods Imports of goods Exports and
imports of goods
Value in | Percent | Value in | Percent | Value in | Percent
million | age of million | age of million | age of
€ the total | € the total | € the total
value value value
Albania 0.6 0.0 0.0 0.0 0.6 0.0
Austria 35.1 1.1 118.4 2.0 153.5 1.7
Belarus 51.6 1.6 87.2 1.5 138.8 1.5
Bosnia and
Herzegovina 2.2 0.1 0.3 0.0 2.5 0.0
Bulgaria 25.9 0.8 14.4 0.2 40.3 0.4
Croatia 1.9 0.1 3.5 0.1 5.4 0.1
Czech Republic 48.4 1.5 176.7 3.0 225.1 2.5
Germany 563.8 18.0 | 1,455.8 24.8 | 2,019.6 22.4
Hungary 28.0 0.9 177.7 3.0 205.7 2.3
Kosovo 0.0 0.0 0.0 0.0 0.0 0.0
Latvia 1,274.7 40.6 | 1,301.8 22.2| 2,576.5 28.6
Lithuania 717.9 229 | 1,224.3 20.9 | 1,942.2 21.6
Macedonia 0.2 0.0 0.5 0.0 0.7 0.0
Moldova 5.0 0.2 2.0 0.0 7.0 0.1
Montenegro 0.1 0.0 0.0 0.0 0.1 0.0
Poland 207.8 6.6 | 1,086.0 18.5| 1,293.9 14.4
Romania 11.1 0.4 39.3 0.7 50.4 0.6
Serbia 5.0 0.2 2.1 0.0 7.1 0.1
Slovakia 51.3 1.6 61.7 1.1 112.9 1.3
Slovenia 7.4 0.2 28.8 0.5 36.2 0.4
Ukraine 101.3 3.2 87.3 1.5 188.6 2.1
Total 3,139.3 100.0 | 5,867.9 100.0 | 9,007.2 100.0

Source: Statistics Estonia (2014).

4. ESTONIA’S TRADE IN GOODS WITH LATVIA

Latvia is, like Estonia, Lithuania and Slovenia, a maritime country, which offers many
opportunities to further increase the value of Latvia’s (maritime) trade in goods with other
maritime countries, for example in America and Asia. Additionally, it also offers many
opportunities to further increase Latvia’s cooperation with other maritime countries,
particularly Estonia and Lithuania, in areas such as maritime science and technology,
maritime trade in goods, maritime transport of goods and people, and maritime safety. In
order to take advantage of these (and some other) opportunities, Latvia should increase its
competitiveness, which is the lowest among the three Baltic countries (see Sala-i-Martin et al.,
2014, p. 13).

Latvia is, like Lithuania (which is the largest one of the three Baltic countries in terms of area
and population), one of Estonia’s most important trading partners. There are many reasons for
this, such as the relatively small distance between the two neighbouring countries and the
relatively low transportation costs as a consequence. In 2013, the value of Estonia’s trade in
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goods with Latvia amounted to €2,576.5 million, 9.9 % of the value of Estonia’s trade in
goods with the world and an increase of 8.4 % over the previous year. In the same year, the
value of Estonia’s exports of goods to Latvia amounted to €1,274.7 million, 10.4 % of the
value of Estonia’s exports of goods to the world and an increase of 15.5 % over the previous
year, while the value of Estonia’s imports of goods from Latvia amounted to €1,301.8 million,
9.4 % of the value of Estonia’s imports of goods from the world and an increase of 2.3 % over
the previous year.

5. ESTONIA’S TRADE IN GOODS WITH LITHUANIA

Lithuania, which is the last of the three Baltic countries to adopt the euro, is one of Estonia’s
most important trading partners. In 2013, the value of Estonia’s trade in goods with Lithuania
amounted to €1,942.2 million, 7.4 % of the value of Estonia’s trade in goods with the world
and an increase of 6.9 % over the previous year. In the same year, the value of Estonia’s
exports of goods to Lithuania amounted to €717.9 million, 5.8 % of the value of Estonia’s
exports of goods to the world and an increase of 9.2 % over the previous year, while the value
of Estonia’s imports of goods from Lithuania amounted to €1,224.3 million, 8.9 % of the
value of Estonia’s imports of goods from the world and an increase of 5.6 % over the previous
year.

Lithuania’s adoption of the euro on 1 January 2015 may have a positive impact on Lithuania’s
trade in goods (and services) with Estonia (which adopted the euro on 1 January 2011) and
other euro area countries, including Latvia (which adopted the euro on 1 January 2014) and
Slovenia (which adopted the euro on 1 January 2007). In addition, it may also have a positive
impact on Lithuania’s trade in goods (and services) with non-euro area countries.

6. ESTONIA’S TRADE IN GOODS WITH SLOVENIA

Slovenia is one of Estonia’s less important trading partners. There are many reasons for this,
such as the relatively large distance between the two countries and the relatively high
transportation costs as a consequence. In 2013, the value of Estonia’s trade in goods with
Slovenia amounted to €36.2 million, 0.1 % of the value of Estonia’s trade in goods with the
world and a decrease of 11.4 % over the previous year. In the same year, the value of
Estonia’s exports of goods to Slovenia amounted to €7.4 million, 0.1 % of the value of
Estonia’s exports of goods to the world and a decrease of 6.8 % over the previous year, while
the value of Estonia’s imports of goods from Slovenia amounted to €28.8 million, 0.2 % of
the value of Estonia’s imports of goods from the world and a decrease of 12.5 % over the
previous year.

7. SOME MEASURES TO (FURTHER) INCREASE THE VALUE OF ESTONIA’S
TRADE IN GOODS AND SERVICES WITH LATVIA, LITHUANIA AND,
PARTICULARLY, SLOVENIA

In order to (further) increase the value of its trade in goods and services with Latvia, Lithuania

and, particularly, Slovenia, Estonia should:

* increase its cooperation with these three countries in areas such as science and
technology, particularly information science and information technology;

* remove unnecessary political and other barriers to its cooperation with these three and
other countries, particularly in CEE;

* increase cooperation between companies that export goods and/or services from
Estonia to Latvia, Lithuania and/or Slovenia;

* increase cooperation between companies that import goods and/or services from
Latvia, Lithuania and/or Slovenia to Estonia;
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increase cooperation between companies that do not export goods and/or services from
Estonia to Latvia, Lithuania and/or Slovenia, but would like to;

increase cooperation between companies that do not import goods and/or services
from Latvia, Lithuania and/or Slovenia to Estonia, but would like to;

increase cooperation between companies that export goods and/or services from
Estonia to Latvia, Lithuania and/or Slovenia, and companies that do not export goods
and/or services from Estonia to Latvia, Lithuania and/or Slovenia, but would like to;
increase cooperation between companies that import goods and/or services from
Latvia, Lithuania and/or Slovenia to Estonia, and companies that do not import goods
and/or services from Latvia, Lithuania and/or Slovenia to Estonia, but would like to;
increase cooperation between people and/or companies from Estonia on the one hand,
and people and/or companies from Latvia, Lithuania and/or Slovenia on the other
hand;

remove unnecessary barriers to trade in goods and services between Estonia on the one
hand, and Latvia, Lithuania and/or Slovenia on the other hand;

remove unnecessary barriers to domestic investment abroad (for example, in Latvia,
Lithuania and Slovenia) and foreign investment at home;

remove unnecessary barriers to invention and innovation at home;

improve transport infrastructure (particularly airways, railways and roadways) and
transport links with neighbouring and other countries;

increase the ease of doing business both at home and abroad;

remove unnecessary barriers to doing business both at home and abroad,;

etc.

CONCLUSION

Estonia is, like some other developed countries, for example Finland and Sweden, two of
Estonia’s most important trading partners, a high-tech society, which means that there is a
relatively large market for high-tech goods and services in Estonia, offering many
opportunities for foreign high-tech companies, including those from Latvia, Lithuania and
Slovenia, to increase their revenues from sales.
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ABSTRACT

As banks have great social responsibility and are a subject to a specific and extensive
regulations, one of the being Basel, the authors of this paper focus on the impact of credit risk
assessment on credit activity of commercial banks. The authors of this paper provide a
standard for risk management and an insight into directions on how to manage credit risk in
the most efficient way and how to assess credit rating of a borrower.

Keywords: Basel Il and Ill, Credit risk, Credit Activity of Commercial Banks and Risk
Management.

1. INTRODUCTION

As banks have great social responsibility and are a subject to a specific and extensive
regulations, one of the being Basel, the authors of this paper focus on the impact of credit risk
assessment on credit activity of commercial banks. After initial credit expansion, negative
macroeconomic tendencies, economic slowdown and decrease in standard of living since
2009, have led to reduction in the quality of bank credit portfolio while the drop in credit
activity sped up the process of this deterioration. 1 This phenomenon has contributed to the
interest in assessing credit risk that has been considerable in recent years.

2. RISK MANAGEMENT IN BANKING

A bank identifies measures and assesses the risks it is exposed to with the aim to manage
them. It is liable to form a specific organizational unit responsible for managing risks. Risk
management is in accordance with the size and organizational structure of a bank and the
volume and type of its activities. Pursuant to the Decision on Risk Management, a bank shall
establish such internal organization/ organizational structure by which the activities of risk
management (middle office) and support activities (back office) would be functionally and
organizationally separated from risk assumption (front office), with a clearly defined division
of employees’ tasks and duties that prevents conflict of interest (front office) (article 9). A
bank shall establish an effective and efficient risk management process which encompasses

1 Ljubi¢. Marijana, (2011), Stress tests as an instrument of risk control in banks, Megatrend
Review: Megatrend University magazine, vol. 8, No. 1 (2011)., p. 303-324.
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mitigation, monitoring and control of risks that the bank is or may be exposed to and which it
identified and measured and/or assessed (article 13).

Law on Banks classifies the risks a bank is exposed to in the following way: RS Official
Gazette No. (107/2005, 91/210 and 14/2015)

1) liquidity risk;

2) credit risk;

3) interest rate risk, foreign exchange risk and other market risks;

4) risk of exposure of bank to one person or a group of related persons;

5) investment risks in other legal persons, fixed assets and bank investment real estate;

6) risks relating to the country of origin of the entity to which a bank is exposed ;

7) operational risk, which particularly includes legal risk and inappropriate management of
information and other technologies important for business operations. (Article 29)

The Decision on Risk Management has classified the risks bank may be exposed in a
slightly more detailed way. The Decision states that banks are particularly exposed to or
may be exposed to the following risks: 1) liquidity risk; 2) credit risk, including residual risk,
dilution risk, settlement/delivery risk and counterparty risk ; 3) interest rate risk; 4) foreign
exchange risk and other market risks ; 5) concentration risk, which particularly includes risks
of exposure of the bank to one person or a group of related persons ; 6) investment risks; 7)
risks relating to the country of origin of the entity to which a bank is exposed (country risk);
8) operational risk, which particularly includes legal risk; 9) risk of compliance of the bank’s
operations; , 10) strategic risk, 11) other risks.

(“RS Official Gazette”, No. 45/2011, 94/2011, 119/2012, 123/2012, 23/2013 — dr. Decision 1
, 43/2013 and 92/2013)

Credit risk is a basic bank risk and it represents the most significant risk that a bank is
exposed to in its operations. It is as old as banking is, and each process of lending money to
a counterparty involves a danger that assets might not be paid off in due time and in
accordance with the agreed terms.

This requires a system of credit risk management which provides accurate and duly credit
risk rating and precise classification of credits among priorities that should be supervised
the most. Risk management involves several phases: (1) risk identification, (2) risk analysis,
(3) risk measurement, (4) risk monitoring, and  (5) risk control. ldentification and
assessment of credit risk is actually the first step in the process of acting on it effectively.
The Central Bank expects national banks to have a credit risk management system which
provides an accurate and duly risk rating. Also, Central Bank considers accurate credit
classification one of its priorities which should be supervised in detail. According to Basel
standards, depending on the amount of bank’s capital, it is important to recruit a certain
number of experts who will be dealing exclusively with the process of monitoring credit risk
as the key risk in banking operations.

2.1. Procedures for assessment of credit risk acceptability in banks

Within the standards and procedures used for measuring and controlling risks in banking
operations, there are specific procedures concerned with credit risk. The authors of this paper
provide a standard for risk management and an insight into directions on how to manage
credit risk in the most efficient way and how to assess credit rating of a borrower.

The procedures for assessment of acceptability of credit risk have a key role in his process.
They primarily inform Board of directors and management about weaknesses of borrower’s
credit rating assessment, often supporting administration activities and expenses that this
process requires. They describe specific loans whose payoff is questionable and which, if it
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was not paid off, would have a significant effect on the bank’s concept of capital increase.
These are recommended for particularly important and classified national loans, e.g. when
management does not agree with the classification, when (insider) loan has unfavourable
assessment or when the breach of law is involved. It is presented in a written form, and
contains comments relevant to loans and potential debts which are subject to unfavourable
price. Ineffective presentation of facts weakens the criticism and casts doubt on the precision
of bank’s assessment practice, exceptions in politics and administrative decreases related to
credit problems.

Picture . 1 Procedures for credit risk assessment with the phases of the process

Financial

. . Analyses
information y

Credit risk assessment

Credit

. Conclusion
description

Title

Source: The authors according to OCC 97-24, Models for taking out a loan, 2007.

Picture 1. shows the application of credit risk management procedure, which generally
consists of five following parts: the title, credit description, financial information, analyses
and in the end, conclusion. If a credit that is exposed to a classification or a specific purpose
where a particular note refers to historically strong performance and realization of recent
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problems decreases temporary operation costs and as a result, there is a strong impact and
working capital. This assessment also confirms a weak basis for controlling a loan.

3. REGULATORY FRAMEWORK FOR CREDIT RISK MANAGEMENT

The impact of economic crisis on the standards of Basel Committee on Banking Supervision
has led to the changes and proposals for improvement of Basel Il were given, resulting in
creation of Basel Il standards, intended primarily for strengthening the framework and
providing the answers for the world economic crisis that unfortunately hit the banking world
and other financial institutions worldwide.2 In order to continually comply the regulatory
framework with the standards of Basel Committee on Banking Supervision3 and EU
regulations, Executive Board of the National Bank of Serbia adopted the Strategy for
Introducing Basel 111 standards in Serbia4 in 2013. The focus was primarily on legal acts of
the European Union for introduction of Basel Il standards and which, compared to Basel
documents, contains technical details.

The subject of the analysis in the Strategy were the areas covered by Basel 111 (including

Basel Il and Basel 2,5) standards, as follows:

. Definition and elements of capital, indicators of capital adequacy;

. Capital requirements for credit risk — standardized approach;

. Capital requirements for credit risk — internal rating based approach (IRB approach);
. Capital requirements for credit risk — techniques for minimizing credit risk;

. Capital requirements for credit risk — securitization;

. Capital requirements for operational risk;

. Capital requirements for market risks;

. Great exposures;

. Liquidity coverage ratio indicator (LCR indicator);

. Capital buffers;

. Other (settlement/delivery risk, counterparty risk, credit valuation adjustment, data and

information disclosure).
The focus was also on the acts of domestic regulations which were compared to the
international standards and regulations, including the following:

. Banking law;
. Decision on capital adequacy;
. Decision on risk management in banks;

Recent Basel 11l standards are tighter and their adoption is expected to lead to a higher quality
of capital basis of banks, more adequate risk management, introduction of a new parameter
which would present the ratio between capital and total bank exposure (leverage ratio) and
determination of its minimum level, introduction of measures that will require banks to set
aside more assets that could be used in crises periods and introduction of two global liquidity
standards for internationally active banks.

2 Ljubi¢ Marijana, The impact of world economic crisis on Basel I, Accounting: magazine about accounting,
auditing and business finance, The Association of Accountants and Auditors of Serbia, vol. 53, No. 11-12/09,
December 2009, p. 94-108.

3 The principal aim of BCBS is the improvement of understanding of key supervisory challenges and quality
of bank supervision worldwide. Source: Bank for International Settlement, International Convergence of
Capital Measurement and Capital Standards, A Revised Framework, Comprehensive Version, June 2006, p.
137.

* National Bank of Serbia, Strategy for introduction of Basel |11 standards in Serbia, Supervision sector, 2013
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The adopted documents in the world stipulate the transition period for gradual introduction of
new rules in the field of banking on the national level and the complete implementation of
those rules is expected to take place on January 1%, 2019. Although Basel standards are not
binding, their adoption is expected to have a significant impact on the change of regulatory
environment on banks and their operations. Since the introduction of Basel Il was
implemented in the time when Basel Committee on Banking Supervision had already
announced Basel 111, some of its elements were introduced in regulatory framework of the
Republic of Serbia within the Decision on bank capital adequacy. That way, supplementary
capital Il (Tier 3) was excluded from the definition of regulatory capital, which contributed to
strengthening capital quality, which now includes only fixed (Tier 1) and supplementary
capital (Tier 2); another type of additional capital reserves for limiting distribution of
profits(capital conservation buffer), has also been proscribed, where banks whose adequacy
indicator was higher or would, due to the capital distribution, be higher than proscribed (12%)
by less than 2.5 percentage points can perform capital distribution only into the elements of
fixed capital. The changed regulations, with the aim of compliance with the requirements of
Basel 11 resulted in a different procedure for risk assessment. It would be logical to expect
that tighter regulations for credit risk assessment result in higher quality placements and
decreased credit activity of commercial banks. With the aim to gain an insight into changes
caused by altered regulations, The National Bank of Serbia has, since 2014, been carrying out
a survey on banks’ credit activity in four time series. The survey includes all the aspects of
credit market, and is methodologically in accordance with the survey conducted by central
banks of the euro zone, with certain modifications. An alternative measure for statistical
analysis of the survey results is diffusion index, which shows the net percentage that clearly
differentiates between intensity of responses. Since a respondent gives the answer by choosing
one of five options, it can be concluded that the answers to all five options are converted into
numbers and thus are given numeric values ranging from — 1 to 1. The survey included 28
banks, out of the total number of 295 in 2014. The answers of different banks are related with
their participation in the relevant credit market (the market that was included by the survey
and the market of each individual bank)- the bigger the bank market share, the more
importance should be given to its answer. Basel standards define market risk as a risk of
losses in balance sheet and off balance sheet related positions deriving from changes in
market pricess.

A bank can be exposed to the market risk in the following positions7:

1. bonds with fixed and flexible interest rates,

2. shares,

3. derivates based on different assets — shares, bonds, futures, etc.

4. credit transactions related with exchange rates and

5. credits with a foreign currency clause.

Borrower’s credit rating is certainly key to approving credit placements. Monitoring bank
credit activities is a basis of adequate supervision and clear monitoring. The results of

® National Bank of Serbia, List of banks, year of access 2014
http://www.nbs.rs/export/sites/default/internet/latinica/50/50_2.html. Note: The number of banks in the banking
system of the Republic of Serbia increased by one in 2015 and at the moment when the paper was written it
amounted 30.

® Christopher lan Marrison, The Fundamentals of Risk Measurement, McGraw-Hill Professional, 2002, p. 42.

"Vunjak N., Purasinovié J., Determinants of risk in commercial banks, Seminar SM 2007, Risk management
in strategic management, Proceedings, Faculty of Economics, Subotica, 2007, p. 10.
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supervision that provided the data from surveyed banks clearly speak about the
implementation of Basel standards in Serbia. The focus was only on the data related to credit
activity of banks on the placements in foreign currency clause as follows: both short-term and
long-term and credits for small, medium and big companies. With respect to compliance of
rules and regulations in banks, Graphs 1 and 2 show the impacts of factors on credit
standards which banks apply in the process of loan approval or credit lines to companies in
the last three months Graph 1. compared to previous three months Graph 2., and a prediction
in the following three months compared to the last three months in 2014.

Graph 1. Foreign currency loans in the last three months
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Graph 2. Foreign currency loans in the following three months
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Graphs 3 and 4 show the data on the changes of company demand for loans and credit lines in
the last three months Graph 3 in comparison with previous three months Graph 4 as a
prediction for the following three months compared to last three months in 2014.

Graph 3. Company demand for loans and credit lines in the last three months
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Graph 4. Company demand for loans and credit lines in the following three months
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The above mentioned data show that credit activity of the banking sector in Serbia is on a high
level, which is seen from Graphs 1 and 2, where the perception of risk of incollectability of
accounts receivable in the previous three months (T1 56%, T2 44%, T3 55%, T4 42%)
compared to the planned three months (T1 40%, T2 32%, T3 40%, T4 21%) is significantly
lower, which contributes to stability of banking sector in Serbia. With respect to procedures
and instructions used for managing credit risk in the most efficient way and the process of
credit rating assessment of a borrower, the readiness of banks to take a risk is lower during the
previous three months (T1 36%, T2 35%, T3 35%, T4 15%), compared to the planned three
months (T1 35%, T2 21%, T3 19%, T4 7%), which contributes to a better understanding of
the set standards and making business decisions.

Graphs 3 and 4 show that demand of companies for loans and credit lines is increased during
the last three months. The total demand of companies for loans and credit lines in the last
three months (T1-13%, T2 34%, T3 29%,T4 47%), compared to the following three months
(T1 31%, T2 51%, T3 18%, T4 9%), increased in T1 and T2, while it decreased in T3 and T4.

4. CONCLUSION

Regardless of the impact of the economic crisis, the banking system in Serbia has remained
stable. The adequacy of banks’ capital is higher than the proscribed 8% (Basel II), and above
proscribed 12% (Decision on capital adequacy) in accordance with Serbian regulations.
Average adequacy of bank capital in Serbia remained at 16% in 2014, which is more
compared to the world standards. It is expected that capital adequacy will remain at the same
level, having in mind that the banking sector in Serbia is stable, and banks are well
capitalized.

Based on the share in the total balance sheet assets of the banking sector, 75% of banks are
foreign, and their branches already implement Basel 111 capital standards, which makes the
application process easier in Serbia.

Compliance of regulations with world standards in banking operations contributes to
efficiency of credit policies to a great extent, which easies the process of making business
decisions. The aim of it is the application of the elements of standards for improvement of
internal processes of credit risk rating.

On the other hand, a tighter method of assessment of exposure to credit risk results in decrease
of credit activity of banks. As Serbian financial system is extremely bank centered and
Serbian economy is facing major problems, a tighter assessment of credit risk will put a
substantial number of companies in a difficult position when it comes to the possibility of
funding the development and the need for working capital.
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ABSTRACT

In order to respond to the market demands and create additional value for customers and
airlines, Airbus decided to develop a new member of its wide-body Family, Airbus A350
XWB. The A350XW's benefits of the new manufacturing and assembly techniques, applied on
other aircraft of the Airbus Family, such as the A330 and the A380. It also utilizes a supply
chain based on the lessons learned over the time from other programs. The paper analyzes the
structure of A350 supply chain, describes Airbus’s challenges for managing this supply chain,
and highlights some key lessons that could be taken into consideration for the next supply
chains of the new product development.

Keywords: Airbus, A350XWB, Management, Supply chain

1. INTRODUCTION

According to forecasting reports (Airbus, 2013, pp.9) air traffic has doubled every 15 years
and it is expected to double over the next 15 years. In 2013 air traffic increased by 5.7% from
the previous year (Airbus, 2014, pp.6). With this growth, airlines continue to adapt and also to
keep a balance between the requirements of efficiency, competition and passengers. Also the
variation of economic factors and 2008 global financial crisis, as well as socio-economic
indicators are drivers to the air traffic growth rate. Air traffic influenced airlines' aircraft fleet
growth. In the same time it's necessary to replace the old equipment. Another important
element is the way airports are efficient used. The average number of movements per airport
has increased annually from 8,000 movements during the 80s to more than 18,000 today
(Airbus, 2014, pp.19 ). Also, deregulation and liberalization of air traffic (1977) in the main
markets from Europe and the US has led to increasing competition in the airline industry. The
main competitors faced pressure on costs and production time. Airbus and Boeing aircraft
manufacturers have begun to build new aircraft models by introducing a series of measures to
restructure the supply chain (Haas, 2011). This enabled them to provide intermediate products
increasingly diverse and complex, the basic features are evident at last applied models B787
and Airbus A350 aircraft. After launching programs as A380, the largest aircraft in the market
with over 500 passenger seats and A330/40 model, Airbus decided to launch a new aircraft
development program called A350. The new A350 aircraft incorporates common
characteristics and new technologies developed for the A380 and A330 aircraft programs.
This features allow rapid and substantial improvements in terms of performance and reduce
costs (Airbus, 2004, pp.42). There are three versions of aircraft, A350-800, A350-900 and
A350-1000 differently designed to carry between 276 and 369 passengers. The range of each
version of A350 is over 8000 nautical miles (nm). A350 is a direct competitor of B787 and
B777. Like on the other aircraft programs Airbus strategy is to create added value for both
airlines and passengers. Airbus added value strategy for passengers is to bring a new level of
comfort, with more personal space, wider seats and more space luggage storage.
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Figure 1 and Tabel 1 compares the new Airbus aircraft with others aircraft from the same
range. Airbus is focused to meet the new requirements taking into account the long distance
flights are becoming increasingly frequent.

Boeing aircraft costs for B787-10 were approximately $289 Million,
which is 44% more money than the average wide-body passenger
jet. Airbus says that A350-900 aircraft costs were approximately
$170 Million, which is just as expensive as the average wide-body
passenger jet.

BOEING 787-10

Source: planes.axlegeeks.com

Figurel. Airbus and Boeing comparison costs

Tablel: Comparison of select Airbus and Boeing aircraft (Source: Airbus & Boeing Websites)

Cruising
Nr. Max. range Max. Capacity | Speed Operations
crt. | Airline family | (nautical miles) | (passengers) (mph) Strategy
Rolls-Royce
1 A330-800neo 7450 nmi 252 520 mph Trent 7000
Rolls -Royce
4 A340-600 7750 nmi 419 543 mph Trent 500
5 A350-900 7750 nmi 315 561 mph | RR Trent XWB
Pratt Whitney
Rolls Royce
B777-200ER 7725 nmi 400 560 mph | General Electric
General Electric
Rolls Royce
7 B787-10