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APPLICATION OF ARTIFICIAL INTELLIGENCE IN PROJECT
MANAGEMENT EDUCATION: CURRENT PRACTICES AND FUTURE
DIRECTIONS

Rebeka D. Vlahov
Faculty of Economics & Business, University of Zagreb
rvlahov@efzg. hr

ABSTRACT

The increasing prevalence of project-based organisations has significantly reshaped how work
is structured and value created across industries. As projects become the dominant mode for
implementing strategic change, the demand for competent project professionals puts emphasis
on the effectiveness and adaptability of project management education, which must respond to
diverse learner profiles, evolving competence frameworks and rapidly changing professional
environments. To gain an in-depth understanding of current educational practices and examine
the potential of incorporation of technological solutions, particularly those that are based on
artificial intelligence, into educational curricula to influence the development of project
management competence, a desk research of the relevant scientific literature was conducted.
The findings indicate that traditional educational approaches, mostly grounded in standards-
based instructions and procedural knowledge transfer, are insufficient for developing the
competence required for effective project leadership in volatile, uncertain, complex and
ambiguous contexts. In response, Al-supported educational environments proved to be
powerful enablers of competence development through personalised learning trajectories,
adaptive feedback mechanisms and immersive scenario-based simulations. Based on these
insights, several key recommendations were formulated for educational institution seeking to
create education that is more compatible with the market needs. These include aligning
curriculum with industry and professional bodies, sustained investment in the digital and
pedagogical capabilities of educators and formulation of institutional strategies for Al
adoption. Furthermore, the paper outlines directions for future research including
organisational readiness for Al-supported project management education, ethical frameworks
and policy guidelines for responsible education based on Al-supported tools, integration of Al-
supported tools into capability development frameworks, standards and certification systems,
and longitudinal and comparative research across institutions, industries and cultural contexts
to better understand human-technology collaboration and long-term transformation of project
management education.

Keywords: Artificial Intelligence, Competence, Education, Professional Development, Project
Management

1. INTRODUCTION

Global economic integration and increased market uncertainty have significantly reshaped the
way companies are operating, moving them towards project-based work arrangements to
enhance flexibility and sustain competitive positioning (Kostalova et al., 2024). Project-
oriented economic activity worldwide is expected to increase to 20 trillion USD with
professionals engaged in project-oriented roles surpassing 88 million (Nieto-Rodriguez, 2021).
This shift leads to a growing need for highly skilled professionals who can manage projects
within complex social, cultural and organisational contexts (Irfan et al., 2021; Karanja and
Malone, 2021; Chen et al., 2019; Verenych and Bushuyev, 2018). However, the number of
available experts in the field does not increase at the same rate, thus creating resource shortage,
which combined with concern that still in numerous cases project management is considered to
be an accidental profession, i.e., the role of project manager is entrusted upon individuals



without formal project management education, but rather based on general managerial or
technical expertise, further expands this gap (Daniels et al., 2025; Cabot and Gagnon, 2021;
PMI, 2021; Borg and Scott-Young, 2020; Alvarenga et al., 2019; Pant and Baroudi, 2008).
Project managers are expected to combine broad and domain-specific knowledge and
experience with interpersonal skills such as leadership, adaptive thinking and communication,
allowing them to align projects with organisational strategy, maintain a clear focus on intended
benefits, and impact the project from the earliest phases to ensure sustained performance despite
the inherent challenges of project-based work (Rastovski et al., 2023; Gharouni Jafari and
Noorzai, 2021; Ekrot et al., 2016; Eggington, 2012). This means they should build project
management competence which will add both economic and social value to stakeholders and
organisation, and although the term competence lacks a universally accepted definition, in the
literature, most frequently adopted scholar approach is the KSA (Knowledge-Skills-Abilities)
model which defines it through the lens of knowledge as theoretical and/or practical
understanding acquired through education or experience; skills as the application of knowledge
through mental, verbal or manual processes, and abilities as the capacity to achieve specific
objectives based on individual’s mental and physical attributes (Strukovéa and Baskova, 2017;
Ahsan et al., 2013; Boyatziz, 2008; Hsieh et al., 2012; Crawford, 2005). As competence is not
static over time, organisations need to systematically invest in their development and
continuously identify the evolving requirements and determinants of project success to ensure
resilience and effective recovery from disruptions (Zheng and Qiang, 2022). Preparing project
professionals still seems to be a pressing concern of both academia and practice as individuals
should be developed as system specialists who can provide structural, relational and cognitive
frameworks for project management instead of pure technical experts, while educational
institutions are using over-simplified models which lack relevance to practice and are not
sufficient in meeting the organisational and market needs (Daniels et al., 2025; Delle-Vergini
et al., 2023; Nimmo and Usher, 2020). Furthermore, as technological advancements have a
significant impact and reshape various sectors including project management, reform of the
education in the field also requires reassessment of traditional pedagogical approaches and
implementation of innovative teaching methods to prepare individuals with the necessary
knowledge and skills to cope with increasingly volatile, uncertain, complex and ambiguous
project landscape in which project managers depend on adaptive responsiveness rather than
static expertise (Ozsoy, 2025; Pires and Varajdo, 2024; Lloyd-Walker et al., 2016; Umpleby
and Anbari, 2004). Therefore, with the aim to obtain a comprehensive understanding of existing
educational practices and to explore technological solutions, particularly those that are based
on artificial intelligence, that could be incorporated into educational curricula and influence the
development of project management competence, the author of this paper conducted desk
research of the relevant scientific literature. The remainder of the paper is organized into three
chapters. First, an overview of the prior research on project management education and
competence development is presented, followed by an examination of Al-supported project
management education, with the focus on main tools, areas of application, benefits and
challenges. The paper ends with main conclusions, recommendations for educational
institutions, as well as proposals for future research directions.

2. PROJECT MANAGEMENT EDUCATION AND COMPETENCE DEVELOPMENT
In response to the growing demand for project management professionals, education
institutions have incorporated a multitude of project management courses and programs in the
business and engineering curricula at undergraduate, graduate and postgraduate levels, as well
as lifelong learning and continuous professional development initiatives (Nijhuis et al., 2018).
Despite this expansion, many academic offerings remain heavily aligned with global project
management standards and frameworks developed by leading project management associations



commonly used for certification purposes (eg. International Project Management Association
- IPMA, Project Management Institute - PMI and Association for Project Management - APM).
While these standards provide core discipline concepts, principles, methodologies and tools,
their dominance in academic curricula can results in offerings that are conceptually too narrow
and overly prescriptive for beginners or missing the necessary academic rigour and contextual
relevance for higher education (Berggren and Soderlund, 2008; Crawford et al., 2006).
Traditional lecture-based teaching, frequently supplemented by case studies or collections of
best practices, emphasize procedural thinking, textbook learning and acquisition of theoretical
knowledge, technical skills and routine expertise, instead of developing contextual judgement,
critical thinking, resilience, soft and digital skill that can be transferred into real-world context
for managing dispersed project teams in uncertain and ambiguous project environments
dominated by fluid stakeholder dynamics (Jayasinghe, 2025; (f)zsoy, 2025; Kearney et al., 2024;
Tumpa et al., 2023; Ewin et al., 2017; Ramazani and Jergeas, 2015; Egginton, 2012; Darrell et
al., 2010). Therefore, to acquire competence that reflects real-world project demands, learners
should be exposed not only to formal project management concepts and processes but also
challenges that might arise from their practical applications, requiring pedagogical approaches
to move beyond transmission of terminology and concepts and adopt more active, experiential
and reflective learning methods with realistic project scenarios that will bring meaning and
relevance (Naseer et al., 2025; Hussein, 2015; Abernethy et al.,2007). Consequently, careful
consideration must be given not only to the curricular content (eg. knowledge, skills, attitudes
or professional traits to be developed), but also to educators, pedagogical instruments and
learning environments through which this content will be delivered (Hussein, 2015). Research
emphasize the need for diversified teaching strategies which combine established traditional
academic (incl. theoretical frameworks and scholarly discussions based on relevant literature)
and contemporary approaches (incl. simulations, serious games, peer learning, digital and web-
based training formats) to support acquisition of technical expertise, while simultaneously
fostering interpersonal skills and reflective capabilities necessary for effective project
leadership (Naseer et al., 2025; Mozhei and Lukianov, 2019; Pant and Baroudi, 2008; Geist and
Myers, 2007; Crawford and Pollack, 2006; Cicmil et al., 2006; Winter et al., 2006). In addition,
Turner and Huemann (2000) identified several essential conditions to be included in
development of project professionals to achieve better results globally — alignment of
educational content and delivery methods, while respecting cultural contexts and specifics;
defined educational structures that integrate stakeholder expectation; practical relevance of the
curricular content aligned with individual and organizational needs; adherence to pedagogical
and quality standards in educational systems, as well as active engagement of industry and
professional organisations in supporting education, professional recognition and career
pathways. Given the strategic role of project managers in both private and public sector,
education institutions are not only expected to be up to date with the latest research findings but
actively contributing to the advancement of the discipline which is going to require a transition
from predominantly scientific to a more project-oriented institutional mindset (Ackermann et
al., 2024; Berggren and Séderlund, 2008; Divjak and Kukec, 2008).

3. AI-SUPPORTED PROJECT MANAGEMENT EDUCATION

The implementation of emerging digital technologies into project management education has
revealed significant opportunities to enhance pedagogical effectiveness by supporting learning
within a project, across multiple projects and from various examples and accumulated project
experience (Jaccard et al., 2022). Digital innovations also enable a range of educational
functionalities such as intelligent tutors for content delivery, automated and real-time
assessments, continuous monitoring of learning progress and feedback provision. In addition,
digitally supported learning environments allow greater personalisation of learning pathways,



while fostering higher levels of personal responsibility, accountability and engagement. By
reducing geographical and physical constraints it becomes possible to reach wider and more
diverse audience to deliver high-quality and inclusive education in the field (Oran et al., 2024;
Adeshola and Adepoju, 2024; Konstantinou, et al., 2023; Shaik et al., 2022; Khan et al., 2021;
Chen et al., 2020). They facilitate generating data on learner bahavior and performance,
enabling systematic monitoring and analysis of learning patterns over time to support
refinement of pedagogical approaches, curriculum design and educational policies to ensure
that learning environments remain adaptive and responsive to changing learner’s needs
(Holmes et al., 2022). Previous research show that digitalisation is reshaping traditional
teaching models focused on knowledge transmission to those creating space for more learner-
centric pedagogy, with experiential, collaborative, interactive and engaging modes of learning
to improve individual autonomy and intrinsic motivation, reflective practice, decision-making
under pressure and ethical reasoning. Technologies such as generative artificial intelligence
systems, virtual tutors, conversational agents - chatbots and learning analytics are no longer just
facilitating instruction, but actively shaping and co-constructing learning experiences by
providing adaptive feedback, enabling simulated intelligent dialogue, offering short-term
personalised mentoring and dynamically adjusting challenges (Mariani et al., 2025; Aliu et al.,
2023; Konstantinou, et al., 2023; Afzal and Crawford, 2022; Carvalho et al., 2022; Kim et al.,
2022). Artificial Intelligence is gaining recognition as a trusted ally in creation of responsive
and emotionally meaningful scenario-based learning environments that offer psychologically
safe yet realistic simulations of real-world project situations where learners with diverse
backgrounds and competence profiles can experiment, reflect and refine their leadership
identity (Daniels et al., 2025; Ruark and Biazzin, 2025; Zakeri et al., 2023; Winkler and Sollner,
2018). The value of Al-mediated environments results from careful creation to support
development of adaptive project professionals with the expertise to apply knowledge creatively
and flexibly in conditions that are unfamiliar or changing, perform the known procedures
efficiently, solve problems and reflect. It can serve as both content creator and pedagogical co-
operative providing personalised and flexible learning paths that match professional goals,
diverse learning styles, customised real-life scenarios with inclusion of different dilemmas to
boost adaptive decision-making, while at the same time interpreting learner’s behaviour and
matching learning needs and weak spots to increase engagement and understanding, critical
reflection and ethical reasoning. Such an approach which offers individual support, monitoring
of communication effectiveness and integral human-centred educational experience, changes
the paradigm to encourage individuals with skills, self-awareness and capability to be ethically
grounded and lead with integrity in environment dominated by complex technologies through
aligning human abilities with technical potential (Daniels et al., 2025; Ozsoy, 2025; Hashmi
and Bal, 2024; Kumar et al., 2024; Wang et al., 2023). It is more of an epistemic than
technological transition since it principally alters the way knowledge and practice are
conceptually associated with the development of contemporary project professionals. From the
learner’s perspective, incorporating Al in education might enable them to focus on strategic
aspects of their projects and engage in more advanced simulations, while using the available
tools as support for operational tasks such as drafting project plans or structuring project reports
(Garcia and Garcia, 2025; Ruark and Biazzin, 2025; Oran et al. 2024). In these intelligent
learning ecosystems educators will no longer only transfer knowledge, but serve more as
designers who create learning experiences, form the conditions under which the students will
have the opportunity to critically engage with complex and uncertain project scenarios, with
technology as enabler of interaction, adaptation and reflection helping individuals to
understand, challenge and reframe their own work (Lin et al., 2025, Mariani et al., 2025). As a
final result, individuals should be Al-literate meaning skilled to critically analyse and question
received algorithmic outputs instead of passively receiving them, recognise underlying



assumptions, interpret data-driven insights within context and evaluate effects for various
stakeholders, learn from failure and make decisions which consider both context and human
values. This in turn will also require fundamentally rethinking or even reinventing the project
education system including institutional readiness and technological capabilities, adoption of
digital tools and development of digital competence of educators to understand the technology
used for course creation, have pedagogical expertise, creativity and adaptability to shape
interactions, guide critical engagement and validate outputs, and ongoing professional training
for construction of spaces where humans and machine intelligence can work together and shift
the focus from fact-based teaching to reflexive learning (Ozsoy, 2025; Vettori and Warm, 2025;
Ng et al., 2023; Holmes et al. 2022). Al can reshape educational experience, assist in particular
aspects of course creation (e.g. content generation, personalised learning paths, optimized
assessment processes, with continuous monitoring, automated grading and real-time feedback
and performance analysis ensuring identification of students that are struggling, areas for
improvement and enabling timely intervention and personalised support) and introduce
innovative learning approaches to enhance motivation. Human course authors remain essential
for bringing critical pedagogical insights, crafting meaningful, engaging learning experiences
and contextualization of learning outcomes for specific educational settings or industries
(Garcia and Garcia, 2025; Ingasson et al., 2025; Mariani and Mancini, 2025; Rohan et al.
2023). As Al technologies are rapidly evolving, their full impact and potential of their adoption
and limitations remain uncertain, including technical constraints, skill shortages, trust deficits,
cultural oversights and weak alignment with pedagogical theory and new roles of educators
(Jayasinghe, 2025; Zawacki-Richter et al., 2019). Emerging technologies may create obstacles
for those learners that have less affinity to technology or lead to misinterpretations or misusing
the tools among those with lower technological literacy (Garcia and Garcia, 2025; Oran et al.,
2024: Huang, 2023). On the other hand, their use can lead to over-reliance and dependence on
the Al-generated solutions, which could be contra productive and hinder the development of
analytical and critical thinking, autonomy in decision-making or problem solving. Limited
capacity has been noticed in various technologies in connection to assessment of the complex
materials which include texts and visuals, and concerns raised about the reliability of
algorithms, transparency of their assessments and validity of the information as they are trained
on specific and contextual datasets, which might limit their applicability and adaptability across
different cultures and educational settings (Mariani et al., 2025; Celik et al., 2022; Chen et al.,
2020; Nikiforos et al., 2020). To foster these challenges, integration of Al into education needs
to be carefully executed requiring establishment of well-defined guidelines that prioritise
ethical considerations and data privacy and security, strategies for validating Al-generated
information and methods for integrating these tools into specific project management contexts
(Garcia and Garcia, 2025; Ruark and Biazzin, 2025; Hashmi and Bal, 2024, Adams et al., 2023;
Kooli, 2023). Educators will need additional training, require support, as well as community
dialogues to make informed decisions on when and how they should adopt these technologies
ethically and effectively as the question is not whether to use Al anymore, but how to steer its
development as an enabler of personal and professional growth (Ingasson et al., 2025).

4. CONCLUSION

This paper examined how contemporary project management education can respond to growing
need for competent project management professionals. The reviewed literature confirmed that
traditional approaches, mostly grounded in standards-based instructions and procedural
knowledge transfer, struggle to equip individuals with competence required for effective project
leadership in volatile, uncertain, complex and ambiguous context. Al-supported educational
environments emerge in this context as a powerful enabler of competence development through
personalised learning trajectories, adaptive feedback mechanisms and immersive scenario-



based simulations. Based on the research findings, several main recommendations arise for
educational institutions to provide more relevant, market aligned project management education
leveraging the benefits of emerging technologies. Project management curricula should be
updated in collaboration with industry and professional organizations to ensure its relevance,
support experiential learning opportunities and align educational innovations with evolving
professional practices and career pathways. Investments should be made in the development of
digitally and pedagogically capable educators who can design, facilitate and critically evaluate
Al-supported learning experiences. And finally, institutional strategies for Al-adoption should
incorporate governance mechanisms that will address issues such as data privacy, transparency,
accountability and ethical use together with mechanisms to validate Al-generated outputs
within specific educational and cultural contexts. Although this paper provides a
comprehensive overview, it is primarily based on desk research, therefore subject to limitations
related to the scope and availability of existing empirical evidence. Future research should focus
on institutional readiness for Al-supported project management education (including
governance models, faculty capabilities and infrastructural requirements), ethical frameworks
and policy guidelines for responsible education based on Al-tools and ways to integrate Al-
supported tools into capability development frameworks, standards and certification systems.
Longitudinal and comparative research across institutions, industries and cultural contexts
could provide a valuable insight into human-technology collaboration within various
pedagogical frameworks and long-term transformation of project management education.
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ABSTRACT

Hybrid threats have transformed crisis communication from a supportive function into a core
component of contemporary security, governance and democratic resilience. Unlike
conventional crises, hybrid threats operate through sustained and coordinated information
pressure that combines disinformation, narrative framing, technological manipulation and
strategic ambiguity. These practices aim not only at short-term disruption, but at long-term
erosion of public trust, institutional legitimacy and social cohesion. In such conditions, crisis
communication becomes a central arena in which political, technological and social
vulnerabilities intersect. This paper examines the role of strategic crisis communication in
addressing hybrid threats, with particular emphasis on disinformation practices, digital media
environments and the role of artificial intelligence. The analysis integrates theoretical
approaches to hybrid threats and crisis management with selected contemporary case studies,
including US—China narrative competition in the digital sphere, the Israel-Gaza conflict as an
example of emotionally driven and visually mediated information warfare, and Russia’s long-
term information operations aimed at weakening democratic consensus. Special attention is
given to internal hybrid threats within democratic societies, where polarization and declining
institutional trust create conditions exploitable by external actors. The paper demonstrates that
disinformation operates across multiple levels, ranging from low-intensity practices such as
clickbait and misleading headlines to coordinated influence campaigns supported by
algorithmic systems and platform logics. Artificial intelligence is analysed as a structurally
ambivalent factor that can enhance crisis preparedness but also intensify manipulation,
depending on governance and ethical oversight. The findings suggest that effective crisis
communication under hybrid threat conditions requires a shift from reactive correction toward
anticipatory, coherent and trust-oriented approaches. Rather than focusing solely on
debunking false information, institutions must prioritise narrative coherence and engage in
pre-bunking. Strategic crisis communication thus emerges as a structural prerequisite for
democratic resilience in contested information environments.

Keywords: Crisis communication; disinformation; hybrid threats; fake news

1. INTRODUCTION

Contemporary crises unfold within information environments shaped by strategic
disinformation, hybrid threats, and technologically accelerated communication. In such
conditions, crisis communication cannot be reduced to a reactive managerial function, but must
be understood as a constitutive element of crisis dynamics, in which meaning, responsibility,
and legitimacy are actively contested. Disinformation has become a central instrument of hybrid
crises. As an intentional practice aimed at manipulating perceptions and undermining trust, it
operates not only through factual distortion but through the destabilisation of interpretative
frameworks within which crises are understood.
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Crisis communication, therefore, takes place in a competitive narrative space rather than within
a stable informational order. Artificial intelligence further transforms this environment by
increasing the speed, scale, and automation of both disinformation and institutional
communication. Al-supported tools enable automated content production, adaptive
dissemination, and the simulation of credibility, while simultaneously monitoring information
flows and countering coordinated manipulation. This technological ambivalence challenges
established models of crisis communication developed under different media conditions.

The aim of this paper is to analyse crisis communication in hybrid environments characterised
by disinformation, with particular attention to the role of artificial intelligence in shaping crisis
narratives. The paper addresses the following research question: How do disinformation
practices and Al-driven communication tools influence crisis communication strategies in
contemporary hybrid crises? Methodologically, the paper combines a qualitative review of
relevant academic literature with a comparative analysis of selected crisis-related case studies
involving major international actors. By integrating crisis communication theory with research
on hybrid threats, disinformation, and artificial intelligence, the paper positions communication
as a strategic arena of contemporary crises rather than a subsidiary tool of crisis management.

2. HYBRID THREATS AND CRISIS COMMUNICATION

The term hybrid is commonly used to describe phenomena that combine different methods or
instruments in order to achieve a specific objective. In the context of contemporary security
challenges, the concept of hybrid threats refers to forms of action that extend beyond
conventional military and political confrontation. As Coldea defines them, hybrid threats
represent an expanded mode of warfare that employs a set of techniques used by both state and
non-state actors. He emphasises that “hybrid threats are long-term modi operandi, generally
associated with information activities, and aimed at making the opponent vulnerable across all
areas of human life — social, political, economic and institutional — as well as, in some cases, at
generating financial or economic profit” (Coldea, 2022: 51). Within this framework, the term
hybrid does not refer to a single domain of action, but to the coordinated targeting of multiple
societal sectors. Hybrid threats exploit the interconnectedness of modern societies, where
disruptions in one area can generate cascading effects in others. This multidimensional
character makes such threats particularly difficult to identify and counter, especially in crisis
situations where uncertainty and informational pressure are already high.

Bajartinas notes that many NATO member states have responded to hybrid threats by
developing comprehensive security concepts that emphasise coordination across different
levels of governance and society. These approaches include effective cooperation among
government institutions, strong links between the public sector, civil society and private actors,
a coherent legal framework, civil-military cooperation, and continuous preparation through
training, exercises and education (Bajariinas, 2020: 63). The prominence given to hybrid threats
within NATO policy frameworks indicates their potential to cause significant disruption even
in highly developed and institutionally resilient environments. Further analytical precision is
provided by Arcos and Smith, who refer to the work of the European Centre of Excellence for
Countering Hybrid Threats and the Joint Research Centre of the European Commission. These
institutions identify thirteen domains potentially affected by hybrid activities, including
infrastructure, cyber, space, economy, military and defence, culture, social structures, public
administration, legal systems, intelligence, diplomacy, politics and the information domain
(Arcos & Smith, 2021: 5). While attacks on physical infrastructure tend to be visible and
immediate, influence operations in social, cultural or informational domains are often less
perceptible, yet no less consequential.
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Arcos and Smith further conceptualise hybrid threats as a process unfolding through three
phases (priming, destabilisation and coercion) and involving four types of activity: interference,
influence, operations or campaigns, and warfare (Arcos & Smith, 2021: 6). From a crisis
communication perspective, this processual nature is particularly relevant, as communication
practices play a central role in the priming and destabilisation phases, shaping perceptions long
before overt crisis escalation occurs. As a result, crisis communication must be understood not
only as a response to hybrid threats, but as one of the key arenas in which such threats are
enacted and contested.

2.1. Role of disinformation

Disinformation represents a central component of hybrid threats and should be understood as a
structural rather than incidental feature of contemporary crisis environments. Selakovié,
Tarabasz and Ljepava argue that the phenomenon of misinformation has expanded alongside
the development of civilisation and the growth of media systems. They emphasise that the
emergence of print and electronic media created increasingly favourable conditions for
audience deception by multiplying communication channels and accelerating information
circulation (Selakovi¢, Tarabasz, Ljepava, 2024: 115). In contemporary digital environments,
this expansion has reached a point at which individuals may be exposed to large volumes of
misleading or false content without being fully aware of its manipulative character. At a basic
level, disinformation practices can be observed in widespread media phenomena such as
clickbait. Coste and Bufnea describe clickbait as a form of misleading content driven primarily
by economic incentives, particularly the pursuit of increased page views and advertising
revenue (Coste & Bufnea, 2021: 270). They define clickbait as content promoted through
headlines that are incomplete, exaggerated or deliberately confusing, often creating
expectations that are not supported by the actual content of the article (Coste & Bufnea, 2021:
270). Although clickbait represents a relatively low-intensity form of information manipulation,
its relevance lies in its normalisation of deceptive communication practices. By repeatedly
exposing audiences to distorted or sensationalised representations of reality, such practices
contribute to the erosion of trust in media and blur the boundaries between legitimate
information, misinformation and deliberate disinformation. Within crisis contexts, these effects
become particularly significant, as audiences are more dependent on mediated information and
more vulnerable to narrative manipulation.

2.1.1. Polarization and fake news

The same event can be framed in fundamentally different ways across media platforms,
depending on editorial orientation, political alignment, and communicative intent. Such
divergences in framing become particularly visible in polarised media environments, where
news content is frequently interpreted through ideological lenses. Political actors may further
instrumentalise these divisions by publicly discrediting unfavourable media coverage, often by
labelling it as fake news. These practices are typically politically motivated and contribute to
the erosion of trust in journalism as an institution. Pan defines fake news as news content that
intentionally produces, disseminates or promotes false information in order to mislead
audiences. Such content may involve distortion, selective presentation or complete fabrication
of facts, with the explicit aim of influencing readers, viewers or listeners (Pan, 2024: 1747).
According to the same author, the societal consequences of fake news include the undermining
of public trust, manipulation of public opinion and the destabilisation of social cohesion (Pan,
2024: 1747). One of the key effects of fake news in contemporary societies is political and
social polarisation. As media ecosystems fragment and audiences increasingly consume
ideologically aligned content, opposing interpretations of reality become more entrenched.
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This dynamic complicates crisis communication, as institutional messages are filtered through
polarised interpretative frameworks rather than assessed on the basis of shared factual premises.
In such environments, trust in media and public authorities becomes increasingly fragile. Melro
and Pereira identify several mechanisms for countering the spread of fake news, including
automated detection systems, media regulation, and the involvement of third-party
intermediaries. They also emphasise the importance of media literacy and critical thinking as
long-term strategies for strengthening societal resilience against disinformation (Melro &
Pereira, 2019: 50). While such measures are difficult to implement in closed or authoritarian
media systems, they remain essential in pluralistic societies where multiple information sources
coexist. From the perspective of crisis communication, polarisation and fake news represent
structural challenges rather than isolated anomalies. They shape the conditions under which
crisis narratives circulate and are interpreted, limiting the effectiveness of communicative
interventions and reinforcing the strategic role of disinformation within hybrid threat
environments. The dynamics of disinformation and polarisation outlined above demonstrate
how hybrid threats reshape the communicative conditions under which crises unfold. Rather
than emerging as isolated distortions, fake news and polarised media framings operate as
interconnected mechanisms that influence how crises are interpreted, evaluated and responded
to. For crisis communication, this means that effectiveness is increasingly determined by the
ability to operate within contested narrative environments marked by fragmentation, distrust
and strategic manipulation. These conditions form the backdrop against which the role of
artificial intelligence in contemporary crisis communication must be examined.

2.2. Role of Artificial intelligence

Contemporary crisis communication increasingly unfolds within digital environments in which
artificial intelligence plays a structurally ambivalent role. On the one hand, Al technologies are
used to support preparedness, decision-making and strategic planning. On the other, they are
embedded in communication infrastructures that enable targeted influence and large-scale
manipulation. Generative Al (for simulation and content generation), algorithmic systems (for
dissemination and targeting), and machine learning (for pattern detection) all shape AI’s
ambivalent role, requiring distinct regulatory responses for different Al functions. Laba$
emphasises the potential of generative artificial intelligence in crisis management training,
particularly through the creation of dynamic simulation scenarios that go beyond traditional,
scripted role-play models. According to Labas, generative Al enables crisis scenarios to evolve
in real time in response to decisions made during training, allowing participants to explore
alternative courses of action and their potential consequences (Labas, 2025: 174). This capacity
to model multiple decision paths supports anticipatory thinking and may enhance institutional
preparedness by enabling actors to consider future developments before crises escalate. From a
communication perspective, however, the application of artificial intelligence extends beyond
internal training and decision support. Mlinac points out that Al systems deployed on social
networks enable highly targeted forms of communication. In this context, target audiences may
include states, political decision-makers, the general population, specific communities or
individuals, particularly those expressing political, ideological or religious views, including
tendencies related to radicalisation or violent extremism (Mlinac, 2025: 67). Such targeting
capacities significantly increase the strategic relevance of Al in both crisis communication and
disinformation practices. Aladawi and Ahmad identify several key areas of artificial
intelligence research, including machine learning, deep learning, reinforcement learning,
computer vision, natural language processing and Internet of Things technologies (Aladawi &
Ahmad, 2023: 418). While these developments are often framed in terms of technological
progress and learning efficiency, their relevance for crisis communication lies primarily in their
application to decision-making processes.
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The same authors note that Al can enhance crisis management by improving response times,
supporting situational awareness and providing analytical insights during crises (Aladawi &
Ahmad, 2023: 419). At the same time, they implicitly raise the issue of governance, as the
effectiveness of Al-driven communication depends on transparency, accountability and ethical
oversight. Finally, Eze and Zacky highlight the growing use of artificial intelligence in detecting
disinformation. Machine learning algorithms and Al-based analytical tools have become central
to identifying patterns of coordinated manipulation and analysing large volumes of content
circulating during crises (Eze & Zacky, 2025: 14). While such applications illustrate the
defensive potential of Al they also reinforce the broader conclusion that artificial intelligence
is not a neutral instrument. Its role in crisis communication is shaped by institutional
frameworks, regulatory choices and strategic intent, making governance a key factor in
determining whether Al mitigates or amplifies communicative risks in hybrid crisis
environments.

3. STRATEGIC CRISIS COMMUNICATION

The concept of crisis resists a single, universally accepted definition due to the diversity of
situations it encompasses and the analytical perspectives applied to it. Bevanda and Bijaksi¢
emphasise that scholars largely agree only on the absence of a unified definition, resulting from
both the variety of crisis types and differing disciplinary approaches (Bevanda & Bijaksi¢,
2020: 2). Nevertheless, crises are commonly understood as extraordinary situations that disrupt
normal functioning and require coordinated institutional response. Research on crisis
management consistently highlights that effective crisis response does not begin at the moment
a crisis becomes visible. Mantzana et al. argue that planning and coordination must be
conducted well in advance of any incident and conceptualise crisis management as a continuous
cycle consisting of preparedness, response, recovery and mitigation (Mantzana et al., 2020: 2—
6). This process-oriented perspective underscores the importance of anticipation and
organisational learning. In hybrid threat environments, crisis communication can no longer be
confined to message coordination or reputational management. It operates as a core element of
crisis governance, aimed at sustaining institutional legitimacy, public trust and social cohesion
under conditions of sustained informational pressure. Eze and Zacky identify transparency and
openness as central practices for building trust during disinformation-driven crises, noting that
immediate public clarifications and the strategic use of social media have been effective in
limiting the spread of false narratives (Eze & Zacky, 2025: 15, 23). Beyond reactive measures,
Eze and Zacky propose an integrated framework combining proactive and reactive strategies,
including continuous monitoring, transparent communication, stakeholder collaboration, and
rapid engagement with misleading content (Eze & Zacky, 2025: 57). Such approaches
emphasise preparedness and early intervention in environments characterised by rapid
information circulation. Bevanda and Bijaksi¢ also identify strategic silence as a legitimate
communication strategy in specific circumstances, particularly when crisis causes remain
unclear or when premature communication could escalate uncertainty or panic (Bevanda &
Bijaksi¢, 2020: 7). Strategic silence thus functions as a deliberate communicative choice rather
than an absence of action. Sirbu situates strategic crisis communication within a normative
framework defined by transparency, consistency, flexibility, neutrality, informational
objectivity and public responsibility (Sirbu, 2020: 52, 54). These principles provide a stable
reference point for communication strategies operating under conditions of uncertainty. Stray
further demonstrates that merely labelling information as false is often less effective than
offering alternative narratives that provide coherent explanations, reinforcing the importance
of proactive narrative construction in crisis communication (Stray, 2019: 1023).
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Strategic crisis communication therefore emerges as a central mechanism of crisis governance
in hybrid threat environments, where maintaining trust and managing narrative vulnerability
are as critical as operational response.

3.1. Communication strategy in use

Contemporary geopolitical crises demonstrate how communication functions simultaneously
as an instrument of influence and a structural vulnerability. Effective propaganda operates by
imposing narratives that appear coherent and self-evident, thereby marginalising alternative
interpretations without requiring explicit persuasion. Under conditions of accelerated media
consumption, such narrative dominance often goes unchallenged. Otmakhova and Frermann
describe this process through the concept of narrative framing, which combines storytelling and
framing to guide audience interpretation. Narrative framing directs attention to selected aspects
of an issue and produces specific meanings that differ from those suggested by generic or issue-
based frames (Otmakhova & Frermann, 2025: 9167-9168). In crisis contexts, this mechanism
enables communication strategies to shape interpretative frameworks rather than merely
transmit information, reinforcing the strategic role of communication in hybrid threat
environments.

3.1.1. US-China: Narrative Competition

The rivalry between the United States and China illustrates hybrid threats primarily through
competition over the interpretation of global events, technologies and governance models rather
than through direct confrontation. In this context, digital platforms function as central arenas of
narrative contestation. Chinese-owned platforms such as TikTok and WeChat have attracted
regulatory and political scrutiny in the United States and the European Union due to concerns
related to content moderation, recommendation algorithms and data governance frameworks
that differ from those applied to Western platforms. Lozié¢, Fotova Cikovi¢ and Ba¢i¢ describe
TikTok as a social networking application designed for viewing, sharing and creating short
video content, developed explicitly for the international market (Lozi¢, Fotova Cikovié¢ &
Baci¢, 2024: 264). Its global reach positions the platform as a significant actor within
transnational communication environments. Fang and Liu note that WeChat represents the
largest mobile social networking service in China, with over one billion active users, and
demonstrate that higher levels of platform dependence are associated with increased trusting
beliefs toward mobile social networks (Fang & Liu, 2019: 1104, 1108). These findings
underline the communicative influence such platforms can exert on large user populations.
Media framing plays a central role in the US—China narrative confrontation. Miao, Huang and
Huang show that American and Indian media shifted their framing of TikTok from an ambitious
Chinese digital platform to a potential threat to privacy and national security, following an
interpretative logic that links the platform’s country of origin to assumptions about state control
(Miao, Huang & Huang, 2023: 12, 14). In contrast, Chinese media responses emphasised
regulatory compliance and content moderation efforts while avoiding direct engagement with
questions of possible governmental interference (Miao, Huang & Huang, 2023: 11). This
asymmetry contributed to the persistence and reinforcement of competing narratives. Narrative
competition is also visible within user-generated content. Jareid’s analysis of the most-viewed
TikTok videos under hashtags related to US—China relations demonstrates that content largely
aligns with official governmental and media framings, with both sides relying on negative
stereotypes and simplified characterisations of the other (Jareid, 2024: 147, 149). The same
study shows that the United States is frequently framed in Chinese-oriented content as a
hegemonic actor, while China is portrayed in Western-oriented narratives as inherently
untrustworthy due to its political system (Jareid, 2024: 148, 149).
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These mutually reinforcing frames illustrate how narrative competition functions as a core
mechanism of hybrid threats within contemporary crisis communication.

3.1.2. Israel-Gaza: Emotion and Visuality

The Israel-Gaza conflict demonstrates how hybrid threats exploit emotional intensity and visual
dominance in crisis communication. Disinformation in this context rarely relies on fabricated
events, but rather on the selective use of images, decontextualised casualty figures and moral
framing that rapidly polarise global audiences. Sharaf identifies three dominant global
responses to the Hamas attack of 7 October 2023: condemnation of Hamas combined with
support for Israel’s right to self-defence, rejection of the actions of both Hamas and Israel as
morally unjustifiable, and positive framing of Hamas’s actions (Sharaf, 2024: 218). These
positions emerged within a media environment saturated with emotionally charged visual
material, including footage of the initial attack and subsequent images of destruction, civilian
casualties and humanitarian deprivation in Gaza (Sharaf, 2024: 216). Such visual narratives
were accompanied by official Israeli communication, including military briefings and political
statements, which competed with alternative framings circulating through international and
social media. Sharaf notes that this dynamic contributed to the spread of pro-Palestinian protests
even in countries traditionally aligned with Israel (Sharaf, 2024: 222). Krka¢ further observes
that some protests combined pro-Palestinian slogans with Hamas symbols, a communicatively
problematic conflation given Hamas’s designation as a terrorist organisation by many states
(Krkac, 2024: 93). From a crisis communication perspective, this case illustrates how emotion-
driven visual narratives constrain interpretative space, intensify polarisation and complicate
efforts to stabilise meaning in hybrid threat environments.

3.1.3. Russia's reassertion of influence

Russia’s information operations exemplify hybrid threats based on long-term narrative erosion
rather than short-term persuasion. Coldea identifies several recurrent Russian narratives,
including appeals to patriotism, Orthodox and pan-Slavic values, claims of moral superiority,
portrayals of Russia as a peace-seeking power, and representations of the West as a colonising
force. He emphasises that Russia’s strategic objective is not necessarily territorial expansion,
but the weakening of consensus among neighbouring states and alliances such as NATO and
the EU, thereby reinforcing its regional influence (Coldea, 2022: 62). White and Overdeer argue
that Russian influence operations do not target only ethnic Russians, but also exploit existing
ethnic and social cleavages when useful for strategic goals. They note, for example, that Abkhaz
and South Ossetian minorities were instrumentalised in Georgia to advance Russian objectives
(White & Overdeer, 2020: 33). Such practices illustrate how identity-based narratives function
as adaptable tools within broader hybrid strategies. Language targeting represents an additional
dimension of these operations. White and Overdeer observe that propaganda content is tailored
linguistically to specific audiences, with messaging directed at Serbian audiences produced in
Serbian and content aimed at Arab migrant communities disseminated in Arabic (White &
Overdeer, 2020: 35). They further distinguish between “organic” narratives that emerge locally
and “sponsored” narratives that are externally produced and strategically introduced into target
populations for political purposes (White & Overdeer, 2020: 35). The broader implications of
sustained information manipulation are evident in cases such as the Cambridge Analytica
scandal, which demonstrated how large-scale data harvesting and microtargeted messaging
could influence political processes, contributing to information fatigue and declining trust in
institutions and media. At the institutional level, Stray notes that the EU East StratCom Task
Force, established in 2015 to counter Russian disinformation, operates with significantly fewer
resources than Russia’s Internet Research Agency, highlighting structural asymmetries in
information confrontation (Stray, 2019: 1021).
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From a crisis communication perspective, the Russian case illustrates how long-term narrative
strategies undermine trust, fragment audiences and challenge the capacity of democratic
institutions to maintain coherent and credible communication under sustained hybrid pressure.

3.2. Internal hybrid threats

Hybrid threats increasingly operate from within democratic societies, blurring the distinction
between internal and external security. Arcos and Smith argue that contemporary security
challenges often originate domestically but are initiated or amplified by external actors (Arcos
& Smith, 2021: 5). Information is disseminated through multiple channels, particularly social
media, with the aim of influencing political decision-making in ways that serve hostile interests.
The integration of ICT, digital communication tools and artificial intelligence enables
coordinated activities that exploit democratic vulnerabilities and target individuals, institutions
and societies through information manipulation (Arcos & Smith, 2021: 7). Such dynamics are
closely linked to polarisation, identity conflicts and declining institutional trust. Extremist
movements, especially far-right groups, demonstrate a high capacity for coordinated
disinformation, translating online narratives into offline mobilisation, including protests,
harassment campaigns and, in some cases, violence. Ellingsen distinguishes between hybrid
threats targeting electoral, liberal and deliberative democracy. Targeting deliberative
democracy commonly involves exacerbating existing ethnic, religious, political or economic
fault lines in order to undermine social cohesion (Ellingsen, 2024: 40, 45). Electoral democracy
is targeted through direct or indirect interference with election processes, while liberal
democracy is affected through pressure, intimidation, manipulation of diasporic identities and
disinformation campaigns aimed at freedom of speech, minority rights, pluralism and media
independence (Ellingsen, 2024: 40, 43). These processes generate normative dilemmas for
democratic states. Krkac highlights the persistent challenge of balancing freedom of expression
and the right to protest with restrictions on public support for organisations designated as
terrorist, such as Hamas or ISIS (Krka¢, 2024: 93). Internal hybrid threats thus operate at the
intersection of security, communication and democratic governance, complicating both
regulatory responses and strategic crisis communication.

4. CONCLUSION

Hybrid threats have fundamentally altered the relationship between security, communication
and democratic governance. As demonstrated throughout this paper, contemporary crises are
no longer defined solely by physical disruption or isolated events, but by sustained
informational pressure that targets trust, identity and decision-making processes. In this context,
both governments and private organisations must develop a level of communicative resilience
that enables them not merely to respond to crises, but to function credibly within permanently
contested information environments. Crisis communication therefore cannot remain a reactive
practice focused on post hoc correction of falsehoods. It must evolve toward anticipatory
engagement grounded in ethical consistency and narrative coherence, and engage in pre-
bunking, therefor proactively inoculating the public by explaining manipulation techniques
before they are deployed. In the age of hybrid threats, communication is not simply an auxiliary
instrument of crisis management; it constitutes a structural condition of democratic resilience
itself. When trust erodes and narratives fragment, institutional capacity to govern, coordinate
and respond is directly weakened. Strategic responses to disinformation and digital
manipulation can be summarised through three interrelated principles. First, anticipation over
reaction: institutions must invest in continuous monitoring of narratives, vulnerabilities and
emerging fault lines before crises escalate. Second, coherence over speed: effective
communication depends less on rapid output than on alignment between institutional actions,
values and messaging across platforms.
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Third, trust over correction: long-term credibility, built through transparency and consistency,
is more effective than repeated short-term rebuttals of false claims. Ultimately, the effectiveness
of crisis communication under hybrid threat conditions rests not on technological superiority
alone, but on the capacity of democratic systems to sustain legitimacy, pluralism and public
trust. Strategic communication thus emerges not merely as a defensive response to
disinformation, but as a core element of democratic stability in an increasingly complex and
adversarial information landscape.
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ABSTRACT

This study examines the role of digital games in strengthening the educational resilience and
social development of school-age children in senior grades in six dimensions: cognitization,
emotionalization, motivsation, socialization, axiologization and creativization (KEMSAK). The
data were collected through an online questionnaire in primary schools in Slovakia. The results
show that digital games represent an important channel for informal learning and social
interaction, especially during the periods of disrupted education. Boys reported a higher
intensity of gaming, while girls reported predominantly shorter time periods spent by gaming.
The most popular games included Fortnite, Minecraft, PUBG, CS:GO, FIFA, and GTA, which
points to the current risks of age-inappropriate content, but also to the potential of games in
developing language skills, technical skills and strategic thinking. The KEMSAK dimension
analysis confirmed the contribution of games to the development of language skills, problem
solving, emotional regulation and internal motivational mechanisms. In the area of
socialization, a higher level of communication and teamwork was identified, but it didn’t result
in the formation of new friendships. The hypotheses about age and gender differences were not
statistically confirmed in most cases, but significant differences were found in motivation,
emotionalization and creativity between boys and girls. The findings highlight the importance
of digital games as a tool for resilient education and media literacy. They point to the need for
a socially responsible marketing communication in the gaming industry and the possibilities of
integrating the socialization and educational aspects of games into pedagogical strategies
aimed at inclusive social development.

Keywords: Digital games, Educational Resilience, Social Development, KEMSAK Dimensions,
Media Literacy, Informal Learning

1. INTRODUCTION

Digital games have become one of the most prominent leisure activities of the last decade
among young people. The changes in technology and the wide availability of smartphones and
online platforms have caused a deep and significant interference of digital games with the
socialization and education processes in children. The COVID-19 pandemic deserves special
attention in this respect: the children were thrown into distance learning and the digital
environment became the main space not only for education but also social contact. This study
builds on the need to understand not only the risks of excessive and inappropriate digital
gaming, but also their positive potential in developing educational resilience, i.e. the ability of
students to maintain and develop their educational competencies.

21



At the same time, we will examine the six dimensions of the KEMSAK model (cognitization,
emotionalization, motivation, socialization, axiologization and creativization), which are key
in analyzing the educational and socializing effects of digital games. As a complex medium,
digital games are a combination of visual, audio and interactive components. According to Gee
(2003), well-designed games can be used as a means to support learning through problem-
solving and provide immediate feedback. Granic et al. (2014) point out the fact that gaming
environments can improve spatial imagination, strategic thinking and adaptive decision-
making, which is important for the development of cognition. Research studies also show that
games can support the development of language competence, creativity and teamwork
(Prensky, 2010). When used appropriately, games are a tool for informal learning and a means
to develop media literacy. On the other hand, Anderson et al. (2010) issued a warning regarding
the increased aggression in children when gaming, which emphasizes the fact that games should
be selected correctly according to age and content. Educational resilience refers to the students’
ability to continue to pursue learning despite the not-so-ideal circumstances, such as school
closures during the pandemic. Digital games have shown to be a supportive element in the
development of this ability, especially due to their interactive and motivational nature. Media
literacy is therefore important for children to distinguish appropriate content, understand game
mechanics and protect themselves from inappropriate elements. CSR in the gaming industry
focuses on protecting underage players, transparent marketing communications and supporting
educational content. According to Kotler and Lee (2005), CSR enhances brand credibility and
contributes to social good. Carroll and Shabana (2010) emphasize that CSR in the gaming
industry include parental controls, adherence to the PEGI rating and support for games that
develop digital and media literacy.

2. SOCIALIZATION AND EDUCATIONAL IMPACT OF DIGITAL GAMES ON THE
TARGET GROUP OF CHILDREN IN SENIOR PRIMARY GRADES
Our research is focused on the perception of individual levels of upbringing and education with
an emphasis on the educational, informational and socialization function of media (hereinafter
the “socialization and educational level” as an abbreviated term) in digital games by school-age
children. This issue has a distinct transdisciplinary dimension because it deals not only with the
characteristics of marketing communication of digital games, but it also has a significant impact
on media education. Our hitherto research was focused on the socialization and educational
framework of marketing communications; with a specific focus on digital games from among
the many different ways in which media and marketing communications are connected. We
emphasized the applied socialization and educational model of digital games and each level
was based on the revised Bloom's taxonomy and Zelina’s KEMSAK model. The main goal of
our research was to determine and characterize the socialization and educational effects of
digital games on the target group of children in senior primary grades depending on age and
gender. From this perspective, we will focus on identifying the extent of use of cognitization,
emotionalization, motivation, socialization, axiologization and creativity by children in senior
primary grades. We have specified several partial goals in relation to the main aim of our
research:
- Determine the rate of COGNITIVENESS of children in senior primary grades while
gaming;
- Determine the rate of EMOTIONALIZATION of children in senior primary grades
while gaming;
- Characterize the MOTIVATION of children in senior primary grades while gaming;
- Determine the rate of SOCIALIZATION of children in senior primary grades while
gaming;
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- Determine the rate of AXIOLOGIZATION of children in senior primary grades while
gaming;

- Determine the rate of CREATIVIZATION of children in senior primary grades while
gaming;

We used the questionnaire method with closed-ended questions, interval scales, the Likert scale
and semantic differential. The population set of our research consisted of senior grade primary
school students in the Slovak Republic. According to the 2020 Statistical Yearbook of Primary
Schools published by the Center for Scientific and Technical Information of the Slovak
Republic, the number of pupils in Slovak state-run educational institutions in Grade 5 - 9 totaled
211479, of which 102958 were girls. These included 25,628 pupils in the Nitra Region, of
which 12,365 were girls, and 22,198 pupils in the Trnava Region, of which 10,812 were girls,
with a total of 47,826 pupils, of which 23,177 were girls. Our research group was created
according by the available selection, and consisted of 208 students (of which 91 were girls) in
Grade 5 - 9 at primary schools in the Nitra and Trnava Region.

According to the calculations to determine a confidence level of 85%, upward of 207
measurements/surveys are required for the true value to be within £ 5% of the
measured/surveyed value.

2.1. Analysis of the preferred games and gaming time

The gaming time is also significantly influenced by specific house rules. In some families,
children have a set screen time, yet in others, restrictions only apply to specific games, and there
are also families where gaming time is not regulated at all. Various parental control applications
are often used for this purpose. In our research, we did not focus on the specific forms of
restriction, but only on the amount of time children spend playing video games each day. The
results showed that 31% of respondents play video games up to 1 hour per day, 23% play 1 to
2 hours, 18% play 2 to 3 hours, 11% game 3 to 4 hours, and 17% of our respondents play more
than 4 hours per day.

A clear gender difference was shown in the results — 55% of girls play video games only for up
to an hour a day, with only a small minority playing for extended periods. Boys, on the other
hand, spend more time gaming: 30% of the boys game 2 to 3 hours per day and 26% reported
gaming for 4 or more hours per day. Gaming ranked fourth among leisure activities right after
watching YouTube, listening to music and surfing the Internet. However, in boys, gaming has
a similar intensity to surfing the Internet, while in girls it ranked last but one. These findings
confirm the assumption that activities carried out in a virtual environment outperform those in
the real world. In terms of the devices used, Android smartphones (60%) dominate, followed
by computers (50%), PlayStation 4 (27%), tablets (22%), iPhones (19%), Xbox One (16%) and
Xbox 360 (12%).

Other consoles such as PlayStation 3, PS Vita, PSP, Nintendo Switch, Wii and WiiU reached
values below 10%. Console type is an important factor because each device offers different
graphics options, speed, gameplay smoothness, but also different levels of parental control.
Although smartphones are the most affordable, gaming quality is lower compared to gaming
consoles. Their main advantage — and risk — is their boundless availability, as they allow the
gamers to play anytime and anywhere.
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Graph 1 Frequency of playing selected video games (Source: Own processing)

As regards the content of the games played, children most often mentioned Fortnite, Minecraft,
PlayerUnknown's Battlegrounds (PUBG), Counter-Strike: Global Offensive (CS:GO), FIFA,
Grand Theft Auto (GTA), Brawl Stars and Call of Duty. The order of frequency of playing was
as follows: Minecraft, Grand Theft Auto, FIFA, Fortnite, PUBG, Call of Duty and Counter-
Strike (Graph 1). Interestingly, the average frequency of playing the above games was "rarely",
indicating that children tend to alternate between multiple games rather than focus on a single
game for an extended period of time. A comparison by gender showed that girls play less often
and prefer less demanding and less aggressive games, while boys are more likely to play action
titles with elements of competition. The fact that the most popular games also include those
intended for older gamers according to the PEGI classification, is worrying:

Grand Theft Auto (GTA): 18+
PlayerUnknown's Battlegrounds (PUBG): 16+
Counter-Strike: Global Offensive (CS:GO): 18+
Call of Duty (COD): 18+

Fortnite: 12+

Minecraft: 7+

FIFA: 3+

Brawl Stars: 9+

These findings confirm the need for a more rigorous adherence to age recommendations and
active parental control. Many negative impacts of video games can be eliminated through
parental responsibility and education about the age appropriateness of games. For this reason,
we consider it important to support socially responsible marketing communication in the
gaming industry and implement activities to raise the awareness within the framework of social
marketing with the aim to inform both parents and children about the safe and balanced use of
digital games.
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2.2. Analysis of the individual categories of education according to the KEMSAK model

Cognitization

At the cognitization level, we noted an increased rate of development of language skills in
English, improvement of technical skills and memorization and search for the rules for a
successful game. We observed a lower rate of cognitization in comparison with intuitive games
and fun. We also confirmed a higher rate of emotionalization, noting that the respondents tended
to be more rational when exposed to significantly negative emotional expressions. When
comparing the respondents by age (10-12 years old and 13-16 years old), we noted a statistically
significant difference at a 0.05 significance level in Emotional Relationship to Hero.

Cognitization rate

My existing language

learn English skills are sufficient
I have to be I don't have to be
technologically apt technologically apt
I think a lot | play intuitively
I solve tasks I'm having fun

| am trying to identify the
basic rules for a succesful |l improvise
game

1,00 2,00 3,00 4,00 5,00

High cognitization rate  Low cognitization rate

Spolu Muzi Zeny
Graph 2 Cognitization rate (Source: Own processing)

Emotionalization

We monitored the rate of emotionalization at the level of experiencing (Table 4), asking
whether the gamers are more likely to experience the game or rather take a rational approach.
The arithmetic mean was slightly biased towards experiencing even though the value is close
to the middle. Regarding the type of emotion experienced during the game, we were curious to
see how the gamers perceive the protagonist's experience of fate versus indifference; the value
confirms a slight tendency towards emotionalization. For the level of involvement, we asked
about the signs of aggression upon failure, emotional expressions upon failure, apathy upon
loss, satisfaction after winning, and emotional connection to the characters in the game.
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Emotionalization rate

| like problem solving

I like games with a _ games and don't care
storyline about the character's
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Winning satisfies me change notably

I am glad when | win I don't care
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like playing anymore | have the upper hand

| scream when | lose | remain calm
| hit the table when | I am not happy about
lose losing, but don't care

I am happy when my
character prospers and
unhappy when
something bad happens
| live the game as if for
real

I don't care about my
. character's feelings
‘\ were he real
| play as a gamer only
and I'm bound on
solving the task

1,00 2,00 3,00 4,00 5,00
High emotionalization rate Low emotionalization rate
——Spolu Muzi Zeny

Graph 3 Emotionalization rate (Source: Own processing)

We noted a higher difference between boys and girls in the levels of emotional expressions and
aggressive reactions when losing, with a statistically significant difference at the 0.05
significance level for aggressive reactions. Overall, we also confirmed a higher rate of
emotionalization in this category, noting that the respondents tended to be more rational when
exposed to significantly negative emotional expressions. When comparing the respondents by
age (10-12 years old and 13-16 years old), we noted a statistically significant difference at a
0.05 significance level in the emotional relationship to the hero.

Motivation

Boys are most motivated by scoring points, learning about the story and heroes, being the fastest
and collecting all the trophies. We noted a slight difference among the girls where the story
came last. We can conclude that while girls are more motivated by the game itself and being
the best, boys are also interested in the context of the game. In terms of motivation, we noted a
higher rate of motivation in all factors. Overall, girls exhibited a lower rate of motivation, and
higher levels of motivation were only noted in scoring the highest possible points. We noted a
statistically significant difference at a 0.05 significance level on all levels. When comparing the
respondents by age (10-12 years old and 13-16 years old), we noted a statistically significant
difference at a 0.05 significance level in scoring the highest score.
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Motivation rate

Collect all trophies

Be fastest/win the
game

Know the story and
character of the
heros

Score as many points

as possible
1,00 1,50 2,00 2,50 3,00 3,50 4,00
Low motivation rate High motivation rate
——Spolu Muzi Zeny

Graph 4 Motivation rate (Source: Own processing)

Socialization

A higher rate of socialization was noted at the level of communication with teammates, repeated
play with the same players and mutual in-game cooperation. Although the arithmetic mean of
Abuse of Other Players for Selfish Goals was lower, we consider the result to be positive in
relation to socialization. We only noted a low rate of socialization in the search for new friends.
Exploiting these relationships to favor a player's own interests at the expense of others is at 1.88
(seldom). We also noted the boys’ high interest in team play (2.85 — often) compared to girls
(2.10 — seldom). During the game, it is also possible to search for and make new friends
(teammates) who the player doesn’t know personally. This item was much less attractive and
the arithmetic mean was at 1.9 (seldom). Motivation through social competencies was
investigated through repeated play with the same players, mutual assistance to other teammates
and the use of communication with other teammates with motivation to win. We noted a
statistically significant difference between boys and girls at a 0.05 significance level in all areas
except for finding new friends.

Socialization rate

"I'm playing online and ...."
| communicate with
others to take
advantage of them
and win

We help each other

| play repeatedly
with the same
players
| search for new
friends | don't
know personally

| communicate with
other team-mates

1,00 1,50 2,00 2,50 3,00 3,50 4,00
Neves@—Spolu Muzi Zeny Always

Graph 5 Socialization rate (Source: Own processing)
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Axiologization

The results of the analysis of axiologization rate indicate that the respondents perceive gaming
as challenging, funny, original, fast, cheerful, confident, active, and interesting. The
respondents showed some hesitation in the adjectives demanding — undemanding, aggressive —
calm and confident — unsure. In response to the question of whether the respondent as a player
considers himself/herself more of a social being rather than an uncompromising competitor, we
recorded a tendency towards the adjectives fair, sociable and friendly. The respondents were
undecided on honesty — deceitfulness and responsibility — irresponsibility. When comparing the
results for boys and girls, we noted a statistically significant difference in interestingness —
boredom, activity — passivity, certainty — uncertainty, fun — boredom.

Axiologization

authentic sly
just K unjust
easy »_ difficult
jocular < boring
calm ) agressive
original stereotypical
fast slow
social reclusive
funny sad
sure unsure
responsible irresponsible
active passive
friendly X unfriendly
interesting / boring

1,00 1,50 2,00 2,50 3,00 3,50 4,00 4,50 5,00

—e—Spolu Muzi Zeny

Graph 6 Axiologization rate (Source: Own processing)
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Creativization

Overall, we noted a higher rate of creativization in all items except for repeated playing with
the purpose of improving in the game. After additional considerations, we consider this item to
be slightly debatable in relation to fluency because although a high number of repetition evokes
a high frequency and fluency, repeated playing can ultimately also be stereotypical, which is in
conflict with creativity. We must conclude that the level of creativity among girls was
significantly lower. Our first hypothesis was the following: The level of socialization will differ
in children aged 10-12 and children aged 13-16 in the need for team play (H1A), need for the
creation of new interpersonal relationships (HIB) and team cooperation (H1C). Although we
noted a higher level of socialization at the individual levels, we did not notice a statistically
significant difference at a 0.05 significance level at any application level when comparing the
results with the T-test; we therefore rejected the hypothesis. Another hypothesis focused on
comparing the responses of girls and boys, which showed significant differences in the impact
of COGNITIVENESS when playing in game strategy (H2A), problem solving (H2B), type of
gaming (H2C), technical skills (H2D) and development of language competences (H2E). At
the same time, we also consider it important to define the limitations of our research, which
primarily relate to the geographical criteria of our research sample and generalizability of the
results. The research sample was selected through multi-stage random sampling, with teachers
of school-age children being approached via the zborovna.sk app and through direct contacts
in the Nitra and Trnava Region. Ideally, we should have included the opinions of children from
all over Slovakia, which could be the subject of our further research.

4. CONCLUSION

Our research results pointed to the current trends and specificities of digital gaming among the
children in senior primary grades. Gaming is significant part of their leisure activities, however,
the intensity of gaming and gaming preferences differ significantly by gender. While girls spend
less time playing games and prefer a less demanding or non-aggressive offering, boys exhibit
longer playing times, higher levels of engagement and a preference for action games with
elements of competition and aggression. In terms of the gaming devices used, Android
smartphones dominate: they are affordable but also represent a risk of excessive gaming, as
they are not tied to a specific space or time. This underlines the need for effective parental
control and education of parents in the field of digital literacy and online child safety. From a
cognitive perspective, the positive effects of gaming on the development of language
competences, technical skills and problem-solving abilities were confirmed, and these aspects
were observed more intensely in boys. On an emotional and motivational level, it has been
shown that children approach gaming not only as entertainment, but also as a means of self-
realization and competition. The results of socialization indicators suggest that gaming can
contribute to the development of team cooperation and communication, but only within the
existing relationships; the tendency to establish new friendships through gaming remains low.

The analysis of axiological and creative aspects of gaming showed that children perceive digital
games predominantly positively — as interesting, dynamic and inspiring. However, creativity
was expressed to a lesser degree in girls, which may be related to lower gaming frequency and
a preference for less complex gaming scenarios. No significant differences in the level of
socialization between the younger and older age groups were confirmed in relation to the
research hypotheses, however, statistically significant differences between the sexes were
found in several cognitive, motivational and axiological dimensions. Overall, it can be
concluded that digital games represent not only a form of entertainment for children, but they
also provide a space for the development of multiple competencies — cognitive, social and
creative.
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However, they also carry risks associated with excessive gaming and exposure to inappropriate
content. Therefore, it is essential to continue educating the children, parents and teachers about
responsible approaches to gaming and support the socially responsible communication of the
gaming industry.
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ABSTRACT

Dynamic changes taking place on a geopolitical scale in the modern world are driven by
several fundamental factors. Among the most crucial of those are: the struggle between major
powers for global leadership, an intensifying arms race, numerous military conflicts erupting
across various regions of the world, countries striving to secure access to the raw materials
they need—particularly rare earth elements—and the formation of new pacts and alliances
within the international system. In this context, regions of the planet that have historically been
sparsely exploited and largely underestimated are gaining in significance. The obstacles to
their development have often included: peripheral location, harsh natural conditions, a
shortage of labor and skilled personnel, limited industrialization, and finally, a lack of sufficient
capital resources. However, the rapid and active technical and technological progress in our
times, noticeable changes in climate, investment capacities, new norms and trends in behavior
in international relations, as well as activity in the realm of geopolitical diplomacy, have
transformed this existing reality. The statements and remarks made by the current 47" president
of the United States regarding acquiring or even annexing Greenland have disrupted the
preexisting order of things. Overnight this remote island long buried under eternal ice, until
recently remaining on the sidelines of global events, became the center of attention and the
focus for the mainstream media and the wider public. The main points of interest were neither
the cultural uniqueness nor the natural beauty of this distant region. The issue that caught the
attention of observers became Greenland’s near future. This study will attempt to analyze the
current situation, as well as the potential scenarios of events that may follow, and will address
the issue of their likely implications and consequences for the existing geopolitical order of the
world.

Keywords: analysis, geopolitics, Greenland, United States of America, order, structure.

1. INTRODUCTION

Greenland is the largest island in the world. Geographically, it is part of North America. Its
closest neighbor is Canada, located to the west of Greenland’s shore. With an immense area of
2,166,086 square kilometers, it is larger than the islands of New Guinea, Madagascar, Sumatra,
Ireland, and Great Britain combined (Britannica, 2025). However, it is over three and a half
times smaller than Australia, the smallest of the seven continents (Turner K., 2008).
Considering these facts, it could be said that Greenland is both too large for an Island and too
small to be considered a separate continent. Due to the severe climate, only the coastal areas
are habitable. The remainder of the island, which accounts for over 84% of its area, is covered
by an ice sheet and perennial snow.
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2. NATURAL ENVIRONMENT

The natural environment of Greenland does not provide favorable conditions for human
habitation or the sustenance of local fauna and flora. Both the human population and the
diversity and abundance of life on the island are sparse and limited. In fact, the character of this
land is better described as a “land of ice and snow” rather than a “green land.” Regardless, the
island has been continuously inhabited by humans for at least 4,500 years. Its history includes
several distinct chapters of the original prehistoric colonization by the Inuit, a group of
indigenous peoples of the Arctic and sub-Arctic regions. It has also witnessed at least two waves
of European settlement.

2.1. Climate Conditions

Greenland lies within two polar climate zones, both characterized by low temperatures and low
precipitation. Conditions favorable to human life and to the presence of flora and fauna occur
mainly along the coasts, which experience a subpolar climate. This climate is marked by frigid
winters that persist through most of the year and by short, cool summers. The most favorable
conditions occur in the southwestern part of the island, where the average temperature is
approximately —7 °C in January and around +10 °C in July, the warmest month. Moving along
the coasts toward the pole, one encounters an increasingly harsh natural environment. On
average, the winter temperature at the northern ends of the island remains around —36 °C, while
during the brief summer it reaches only +3 °C. The central part of the island is subject to the
harshest climate — polar. In this area, the environmental conditions are the most extreme. The
average winter temperature reaches —47 °C there, while in July, the warmest month, it never
rises above —12 °C.

The milder climate in Greenland is largely influenced by the warm North Atlantic Current,
which flows along the coasts and is a branch and extension of the Gulf Stream. On the other
hand, the polar climate in the center of the island is primarily determined by the ice sheet that
covers most of the area, with an average thickness of about 2 km (Sandler M. W., 2008). Global
warming, which has been observed in the past decades, has a dramatic effect on Greenland's
climate. Due to the rise in average temperatures in recent years, at the southern part of the
island, an extension of the frost-free period has been recorded. This has led farmers from the
fewer than 50 existing farms to attempt successful barley cultivation and increase the intensity
of sheep and cattle farming. (Folger T., 2019). In Greenland's warmest areas — in the east
around Nuuk Fjord and in the far south, near the town of Narsarsuaq in the Kujalleq
Municipality — on several dozen hectares of land, it has been possible to restore dense tree
vegetation, creating small forested areas (Greenland Trees, 2025). The described actions are
supported by funds from domestic sources and are financed with the participation of
international organizations with an ecological focus.

2.2. Natural Resources

Looking at a map of North America from the turn of the 20th and 21st centuries, showing the
continent’s natural resources, paying attention to Greenland would reveal something peculiar.
Geologists and cartographers did not mark any deposits of raw materials or mineral resources
on the world’s largest island. Indeed, according to the knowledge of the time, Greenland was
viewed as a vast, ice-covered area, completely devoid of any known or extractable natural
resources. No human activity related to the extraction of resources from beneath the earth took
place there. Several factors contributed to this.
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Among the most significant were: extremely difficult terrain, exceptionally low temperatures,
a lack of appropriate technical equipment, the absence of specialized personnel and sufficient
labor force, a shortage of investment capital, a lack of geological surveys, limited interest from
both the local authorities in Nuuk and the central government in Copenhagen, Greenland’s
remote geographical location, the nonexistence of transportation infrastructure, and, finally, the
potentially enormous scale of the necessary expenditures and concerns over the high costs of
any construction or extraction projects. However, as early as the end of the first decade of this
century, the situation changed drastically. Technical capabilities for the extraction and
exploitation of raw materials had emerged — even under the extremely adverse Arctic
conditions. Foreign financial capital, as well as specialists and the necessary labor force, also
began to appear.

Today, it is already known that the island itself—just like the entire Arctic region within the
broad zone surrounding the North Pole—contains vast deposits of natural resources. Among
the key documented reserves are natural gas and crude oil, as well as diamonds, gold, uranium,
and iron, lead, and zinc ores (Plewa E.,2021). Among the so-called “critical raw materials”,
large deposits of titanium and phosphorus can be found here, as well as “notable quantities” of
niobium, tantalum, vanadium, graphite, and platinum-group metals (Nowak K., 2025).
However, the most valuable in the context of growing global demand are the rare earth
elements.

They are an indispensable component of high-technology products. Their applications include
industries such as electronics, automotive, aerospace, and space technology. Rare earth
elements are also essential for renewable energy, optics, the production of specialty ceramics,
the creation of ultra-strong metal alloys, as well as the manufacture of tools and medical
equipment.

The production of technologically advanced products, such as mobile phones, wind turbines,
batteries for electric vehicles, and various electronic devices, is today impossible without their
use. In addition, they play a crucial role in the development of artificial intelligence (AI) and
the latest generation of so-called “quantum computers” with immense computational power. As
of now, no natural or man-made substitutes exist for rare earth elements. In this context, rare
earth elements are regarded by the world’s leading powers and most important countries as
“strategic resources.” Ensuring access to them often serves as a key factor in both national and
international policy. It should also be noted that, in research and the relevant literature, two
terms are commonly used: “rare earth metals” and “rare earth elements.” Both concepts
essentially refer to the same thing. The term “rare earth metals” is used more frequently and
has a more colloquial character. In contrast, “rare earth elements” is more precise from a
chemical perspective and is less commonly used by specialists.

Concerning the main topic, the “rare earth metals” consist of a total of 17 elements: two from
the group of transition elements, namely scandium and yttrium, and fifteen from the lanthanide
group. Both of the aforementioned groups are usually found together in common deposits. Their
extraction and subsequent separation is technologically complex and results in relatively high
costs. All 17 rare earth elements, divided by group, are shown in Table 1 below.
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No. GROUP IN THE PERIODIC NAME CHEMICAL
TABLE OF ELEMENTS OF THE ELEMENT SYMBOL
1. Scandium Sc
2. Transitions elements Yttrium Y
(No.: 1. - 2.)
3. Lathanum La
4, Cerium Ce
5. Praseodymium Pr
6. Lanthanides Neodymium Nd
7. (No.: 3. -17.) Promethium Pm
8. Samarium Sm
9. Europium Eu
10. Gadolinium Gd
11. Terbium Tb
12. Dysprosium Dy
13. Holbium Ho
14. Erbium Er
15. Thulium Tm
16. Ytteribium Yb
17. Lutetium Lu

It is certain that in the near future, global demand for all natural resources—especially rare earth
metals—will continue to grow steadily and dynamically. It is also important to remember that
the Arctic region, and Greenland in particular, remain insufficiently explored, and that actual
resource deposits may be considerably larger than current estimates suggest. According to
available data (USGS, 2024), the largest known reserves of rare earth metals are located in the

Table 1:Rare Earth Elements (REE)
Source: American Chemical Society, 2025
from. https://www.acs.org/content/dam/acsorg/education/whatischemistry/periodic-table-of-
elements/acs-periodic-table-poster _download.pdf

following ten countries (Statista, 2024), as shown in Table 2 below.

No. | COUNTRY In millions tonnes of REE* | % of world reserves
1. | China 44,0 38,40
2. | Vietnam 22,0 19,20
3. | Brazil 21,0 18,33
4. | Russia 10,0 8,73
5. | India 6,9 6,03
6. | Australia 5,7 5,00
7. | Unied States 1,8 1,58
8. | Greenland 1,5 1,31
9. | Tanzania 0,9 0,72

10. | Canada 0,8 0,70

11. | Total 114,6 100,00

*REE = Rare Earth Elements

Table 2:Top 10 countries with the greates known reserves of REE in 2023
Source: United States Geological Survey (usgs.gov)
from: https://www.statistica.com/topic/1744/rare-earth-elements/#topicOverview
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The data in Table 2 refer to those resources that can currently be extracted, taking into account
mining conditions, existing technological capabilities, and the financial means required for such
operations. On the list of the ten areas with the largest known reserves of rare earth metals, the
world’s largest island appears in eighth place, with 1.5 million tons of these resources. The
United States ranks ahead of Greenland, with 1.8 million tons. China holds first place,
surpassing Vietnam, which comes second on the list. It should be noted, however, that
according to some forecasts, deposits of rare earth elements beneath Greenland’s ice sheet may
rival, in their richness, those identified in Siberia, Russia. If that is the case, this would amount
to approximately 10 million tons of rare earth metals. Returning to China, the country not only
possesses the largest documented reserves of rare earth metals in the world, but is also the
absolute leader in their extraction. China is responsible for mining approximately 70% of all
such resources. Another matter is production, understood as the complex process of extracting
and processing these materials. In this field, China also takes the lead, with an annual production
of 270,000 tons, while the United States ranks second, producing 45,000 tons per year. Beijing
is responsible for 90 percent of global supply chains and controls between 90 and 95 percent of
the world’s rare earth elements processing capacity. The processing of rare earth elements is
technologically complex, relatively costly, and environmentally harmful. For this reason, the
United States, the European Union, and most other interested states avoid carrying out this
activity on their own territory (onet.pl, 2025). The aforementioned conditions have contributed
to China’s domination in this field, giving it a position approaching a global monopoly.

3. POPULATION

It is currently estimated that there are 195 sovereign states in the world. Depending on their
legal and administrative status, there are also considered to be between 70 and 90 dependent
territories. This gives a total of 165 to 185 countries and territories. Greenland, as an
autonomous dependent territory of the Kingdom of Denmark, with a population of 55,754,
ranks 207th in the world in terms of population size. The population density is 0.03 persons per
square kilometer (Worldometer, 2025). Most of the island’s inhabitants live along its
southwestern coast, where the climate is most favorable for human habitation. The indigenous
inhabitants of the island, the Inuit (Kalaallit), comprise 89% of the total population. People of
European descent are mainly Danes, who make up 11% of the population. Two official
languages are in use: the first is Greenlandic, and the second is Danish. The Greenlandic
language is polysynthetic and belongs to the Eskimo-Aleutic language family. This means it
differs significantly from any European language. West Greenlandic is the official language,
but distinct dialects are also spoken in the eastern and northern parts of the island. Danish is
spoken as the first or only language by about 12% of the population. In official context both
languages can be used (Naalakkersuisut, 2025). Genetic studies show that approximately 25%
of the island’s current population has European ancestry. This high proportion is the result of
mixed unions, in which men from the Old Continent married local women of Inuit descent.
European genes on the island mainly date from the last three centuries. There is no trace of
older genes of Norman origin. Just over 90% of the population lives in 18 towns. The remainder
of the population mostly lives in small villages, typically ranging from 50 to a maximum of 500
inhabitants. The largest concentration of Europeans is in the capital, Nuuk, where they make
up nearly 40% of the population. In the other towns, the number of Europeans does not exceed
20%. The vast majority of the population in these settlements is of purely Inuit descent
(Naalakkersuisut, 2025). Since 2023, Greenland’s population has been slowly declining.
Structurally, however, the greatest decrease each year is among people of European descent.
The reason for this is the migration of young people from this group to Denmark, primarily
driven by economic factors such as the search for better living conditions and the hope of
finding well-paid employment.
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4. POLITICAL SYSTEM

As a result of the Kalmar Union of 1397 between Denmark, Sweden, and Norway, a new great
power emerged in Europe. The three kingdoms, united by a personal union, were ruled by a
single monarch who resided in Copenhagen. After Sweden left the union in 1523, only a
bilateral personal union remained. In 1534, a real union was formed between Denmark and
Norway. As a result, the Kingdom of Denmark and Norway claimed sovereignty over all
dependent territories that had once belonged to the states bound by the agreement signed at
Kalmar Castle. Thus, the lands of Greenland, alongside Iceland, the Faroe Islands, the
Shetlands, and the Orkneys, came under the authority of Copenhagen (Brunet-Jailly E., 2005).
Starting in the 1720s, Denmark pursued a colonial policy toward its overseas possession. After
Norway gained independence in 1905, the country claimed Greenland as its territory based on
historical grounds dating back to the 10th century. The resulting dispute with Denmark lasted
for many years. It was not until 1933 that the authorities in Oslo accepted the ruling of the
Permanent Court of International Justice in The Hague in favor of their adversary (Jacobs F.,
2015). After World War 11, the authorities in Copenhagen changed their approach to the distant
possession. Decisions were made to modernize the island and establish a social support system
modeled on that of the metropole. At the same time, Inuit national consciousness became more
pronounced. In 1953, the Danish Parliament passed a progressive constitution, under which
Greenland became an integral part of this Scandinavian country. As a result of these measures,
all inhabitants of the island acquired Danish citizenship. They also abolished Greenland’s
colonial status. In 1973, Greenland, as a constituent part of the Kingdom of Denmark, was
automatically incorporated into the structures of the European Economic Community, the
precursor of today’s European Union. For political and procedural reasons related to joining
this organization, the Danish government sought to obtain a special status for the island. In
1979, a referendum was held in Greenland, in which 63% of the population voted in favor of
self-government. As a result, the island obtained limited autonomy. From that point on,
Greenland was able to conduct an independent policy in areas such as employment, healthcare,
science and education, and industrial development. Foreign policy and defense issues remained
under Copenhagen’s control. The Danish monarch continued to serve as the head of the entire
state. The Greenland Home Rule Act, which granted Greenland new privileges (Sagan S.,
2014), also provided for the possibility of leaving the EEC (Haastruo T., 2020). After 12 years
in 1985, Greenland left the European Economic Community (EEC), as it did not agree with
the EEC's commercial fishing regulations and an EEC ban on sealskin products (Stern P.,2004).
Under the new circumstances, it became an overseas territory associated with the EEC, while
retaining preferential access to the Common Market (Haastrup T., 2020). Over time, the activity
of the indigenous population in advocating for the island’s full independence became
increasingly significant and visible. In May 2008, the Danish Parliament passed the Greenland
Self-Government Act. It came into effect the following year in June, after 75% of Greenlanders
supported it in a referendum (Naalakkersuisut, 2025). On 21 June 2009, Greenland gained self-
rule with provisions for assuming responsibility for self-government of policing matters,
education, taxes, public finances and natural resources. Also, Greenlanders were recognized as
a separate people under international law. Denmark maintains control of the territory's foreign
affairs, judicial affairs, constitucion, monetary policy and defence. Copenhagen upholds an
annual block grant of 3.2 billion Danish kroner. As Greenland begins to collect revenues from
its natural resources, this grant will gradually be diminished; this is generally considered to be
a step toward the territory's eventual full independence from Denmark (The Daily Trlrgraph,
2009). The first Greenlandic parliament (Dan. Landsting) and its own government (Dan.
Landstyre) were established. The Self-Government Act also provides Greenland with the option
of declaring full independence.
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For this to occur, however, a referendum would have to be held on the island and the Danish
Parliament would have to give its approval. In 2012, Greenlandic was declared the sole official
language of Greenland. The Danish monarch continues to serve as the head of state in the
territory.

4.1. The Authorities of Greenland

Due to its unique legal status within the Kingdom of Denmark, Greenland has a rather
distinctive power structure. The solutions adopted on the island are the result of efforts to find
a compromise between the ambitions of the island’s Indigenous inhabitants and the interests of
the metropole, whose capital is Copenhagen. Nevertheless, the entire system is essentially based
on the classic tripartite division of powers into the legislative, executive, and judicial branches.

4.1.1 Legislative power
Legislative power is shared between the government and the legislature. The legislature consists
of 31 members elected by direct popular vote for four-year terms through proportional
representation. Greenland also has two representatives (2 seats) in the Danish Parliament
(Statsministeriet, 2025).

4.1.2. Executive powers

e The King. The head of state, who performs primarily representative and ceremonial
functions, is the reigning monarch of the Kingdom of Denmark, who simultaneously
serves in that role in Greenland. The king does not exercise independent power. Any
legislation of the Danish Parliament that he signs must be countersigned by the relevant
minister. The king officially appoints members of the Danish government and appoints
the High Commissioner of Greenland (Governor).

o The Prime Minister of Greenland also known as the premier. Is the head of government
of Greenland. The prime minister is usually the person who leads the majority party in
the Parliament. There are 10 ministers in Greenland's current cabinet. This number
includes the Prime Minister. The Premier is elected indirectly by parliament elections
results for four-year terms (Statsministeriet, 2025).

o The High Commissioner of Greenland (Governor) is the chief representative of the
King of Denmark and Government of the Kingdom of Denmark in Greenland.
Supported by his office is responsible for good relations and communication between
Territorial Self Rule Government of Greenland and the Kingdom Government in
Copenhagen. The High Commissioner falls under the Office of the Prime Minister of
Denmark (Statsministeriet, 2025).

4.1.3. Judicial branch

Greenlands judicial branch is generally based on Danish civil law system. It operates
independently of the legislature and the executive powers. It consists of two courts of first
instance: the District Courts and the Court of Greenland depending on the type of case. As the
second instance is proceeds the High Court of Greenlad. It should be noted that all three
branches of government in Greenland are dominated by Europeans. Primarily due to higher
levels of education, Danes occupy the majority of responsible positions in the government and
the judiciary at all levels.

5. GREENLAND AS A FACTOR IN GEOPOLITICAL CHANGE
Ongoing climate change associated with global warming has created new opportunities for the
development of Arctic and subarctic regions and opened the possibility for their extensive use.
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In terms of resource extraction, this primarily concerns resources for which demand is constant
or steadily increasing. At the forefront are natural resources such as crude oil, natural gas, and—
more recently in particular—rare earth metals. New alliances and political arrangements, as
well as ambitions for dominance in a changing world, have directed the attention of state leaders
toward areas that were previously overlooked or difficult to access. Because of its strategic
geographic location and abundance of resources, Greenland has gained enormous significance.
According to current forecasts, in the near future the largest island in the world may become a
potential factor shaping a new geopolitical order. Several countries are looking to involve
Greenland in advancing their own strategic interests. The most important of these are the United
States, China, Russia, and Canada. The Kingdom of Denmark, where Greenland holds the status
of an autonomous overseas territory, should also not be forgotten.

6. THE UNITED STATES

International public attention was drawn to the world’s largest island following several

statements made by the current 47th President of the United States. Donald Trump, even before

assuming the highest office in the country, announced that he would demand that Denmark sell
its overseas possession, which he considered crucial from the perspective of the United States.

“We need Greenland for national and international security,” declared the head of the U.S.

administration. He also added that he was uncertain “whether Denmark has a right to it.” Donald

Trump already attempted to purchase Greenland during his first term, but his efforts at that time

were ultimately fruitless (Onet.pl, 2025). This time, however, the President of the world’s

leading power went much further in his statements. “We’ll get Greenland. Yeah. One hundred
percent!” he declared in an interview with NBC News. Trump also suggested that he does not
rule out any option when it comes to taking control of the island. “I never rule out the use of
military force. But I think there is a good chance that we can achieve it without it,” he said

(King J., 2025). Considering that the United States acquired a large part of its current territory

through purchase, the ideas of the current president are not without precedent. Among the most

notable worth mentioning here are (Cipiur J., 2019):

e The purchase of Louisiana from France. Initially, Americans were interested only in
acquiring the port of New Orleans. However, fearing that Louisiana might be seized by the
British, the French preferred to sell the entire territory to the United States rather than just
the city at the mouth of the Mississippi. The transaction was completed in 1803 for 15
million dollars. Today, on the vast territory (2.14 million km?) of the former French colony,
which stretched from the Gulf of Mexico to Canada, there are 15 U.S. states. This
corresponds to a price of 1 million dollars per state.

e Florida was acquired from Spain in 1819 for 5 million dollars. In reality, Americans did
not pay Madrid a single cent. The transaction took the form of an exchange of obligations:
the U.S. government settled claims of its own citizens residing in Florida against the Spanish
crown.

e The so-called “Gadsden Purchase.” The acquisition from Mexico in 1853 for 10 million
dollars involved a strip of land in the southwestern United States, now part of the states of
Arizona, New Mexico, and Texas. The main purpose was the construction of a railroad line.
The area acquired was approximately 77,000 km?, roughly equivalent to the size of the
present-day Czech Republic.

e The purchase of Alaska from the Russian Empire for 7.2 million dollars. Alaska is the
largest U.S. state. The transaction took place in 1867. The area acquired was 1.52 million
km?. The main reason was Russia’s weakened position following its defeat in the Crimean
War (1853—-1856) and concerns that the territory might be lost to the British. The offer to
sell came from the Russians. According to some accounts, the cash-strapped Russian
Empire also considered selling Kamchatka, but this did not attract interest in Washington.
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e A successful purchase in 1917 — the Danish West Indies for 25 million dollars in gold.
They were subsequently renamed the United States Virgin Islands. Located in the Caribbean
and part of the Lesser Antilles, the islands remain a dependent territory of the United States
to this day. They also provide the clearest example that such a transaction is entirely
feasible. This successful purchase can serve as a classic precedent for the potential
acquisition of Greenland. It should also be noted that negotiations regarding the purchase
of the Danish West Indies were initiated by U.S. diplomacy in 1867, a full half-century
earlier.

A far less honorable chapter in the history of the United States is the acquisition of foreign
territories through the use of military force. Examples include overseas possessions that were
occupied for many years or even fully annexed, such as Puerto Rico, Cuba, the Philippines,
Hawaii, Guam, and Navassa Island. A similar situation occurred on the American continent
itself. As a result of the Mexican-American War (1846—1848), the territories of today’s states
of Arizona, California, Nevada, New Mexico, Utah, and parts of Colorado and Wyoming were
seized and subsequently incorporated into the United States. This situation has been formally
described by historians as a cession in which the United States paid Mexico 15 million dollars
and assumed its debts. However, in reality, the transaction was a direct result of the U.S.
military’s use of force against its southern neighbor. Similarly, the territories of present-day
Texas and Western Florida were occupied as a result of existing or provoked interstate conflicts.

In these cases, the United States applied military force, taking advantage of its superiority on
the battlefield.

6.1. U.S. Attempts to Acquire Greenland

The purchase of Alaska from Russia, as history has shown, was a major success for the
authorities in Washington. The discovery of rich natural resources and the radical strengthening
of the United States’ strategic military position in the Arctic region testify to the profitability
of this transaction. Based on the example of Alaska, the idea of acquiring Greenland has
resurfaced. As it turns out, the concept of the U.S. obtaining the world’s largest island for its
own purposes has existed for well over a century and a half. Below are listed the most important
U.S. initiatives in this regard over time (Zdziebtowski S.,2025):

e 1867 — Shortly after the successful purchase of Alaska, Secretary of State William H.
Seward, who had been responsible for negotiating the transaction with Russia, suggested to
the authorities in Washington that the United States should purchase Greenland. In a report
he prepared and presented in 1868, he outlined the advantages of such a move. He drew
attention to the island’s wealth of natural resources, the abundance of its fisheries, and its
strategic location. He also expressed the belief that Canada, surrounded on three sides by
U.S. territory, might eventually choose to join the United States. However, Seward’s idea
found no support either in Congress or among the public. Purchasing another stretch of icy
wasteland was considered yet another example of “Seward’s Folly,” similar to the reaction
that greeted the acquisition of Alaska. The potential price of the transaction was set at 5.5
million dollars in gold. Nevertheless, in the face of firm Republican opposition in Congress,
the project collapsed. It should be added that in addition to purchasing Greenland for the
stated amount, the United States was also to acquire Iceland, which at that time remained
under the rule of Copenhagen. As a result, no official proposal was ever submitted to the
Kingdom of Denmark.
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1891-1892 — The Arctic expedition of American Robert Peary, which demonstrated that
Greenland is an island and that its northern regions are completely uninhabited with no
Danish settlement, served as the basis for the United States government to assert territorial
claims over these newly discovered, uninhabited areas. Denmark ignored these claims.

1910 — During the presidency of William Howard Taft, Ambassador Maurice F. Egan
submitted to the authorities in Copenhagen an official proposal from the United States
concerning the acquisition of Greenland and the Danish West Indies. In exchange, the U.S.
government was prepared to transfer to Copenhagen the Philippine islands it controlled:
Mindanao and Palawan. The royal government was strongly interested in the transaction,
considering it advantageous for the country. In its long-term plans, it intended to transfer
these islands to the German Empire in return for the Duchy of Northern Schleswig. In 1917,
Ambassador Maurice Francis Egan, through his long-standing efforts, made it possible for
the United States to purchase the Danish West Indies, which were subsequently renamed
the United States Virgin Islands (Peck C., 2025). The takeover of the islands was preceded
by the delivery of a diplomatic note by Secretary of State Robert Lansing, in which the U.S.
government recognized Danish sovereignty over Greenland.

1924 — After the end of the First World War, General William Lendrum Mitchell, regarded
as the father of the United States Air Force, expressed the conviction that it was necessary
to acquire Greenland and Iceland in order to establish American air bases there.

1940 — On 9 April of that year, German forces entered Danish territory, encountering
virtually no resistance. The country capitulated almost the same day, after less than two
hours. The reigning monarch, Christian X, remained on the throne and, together with the
government, decided to cooperate with the occupiers. The Danish collaborationist
government, aligned with the Third Reich, did not consent to the installation of American
military bases in Greenland, citing a desire to maintain neutrality.

1941 — On 7 June of that year, Henrik Kauffmann, the Danish ambassador to the United
States, acting entirely on his own and against the interests of the Kingdom, signed in
Washington a treaty permitting American forces to enter Greenland. The Danish
government challenged the agreement, and Kauffmann was accused of treason. The
Americans established a presence on the island, constructing bases, military installations,
and airfields, and deploying numerous military units. This enabled American aircraft to
make stopovers en route to Great Britain. An “air umbrella” was also established over the
North Atlantic, crippling German operations in the region.

1945 — In May, the Second World War came to an end. After the country’s liberation, the
Danish authorities expected American military forces to leave the island. However, this did
not happen. In the face of a deteriorating international situation, which soon took the form
of the Cold War, the authorities in Washington were unwilling to relinquish control over
such a strategically important region.

1946 — In the face of ongoing protests from Copenhagen, the time had come to finally
resolve the issue of the island occupied by American forces. The sitting 33rd President of
the United States, Harry S. Truman, made a formal offer to Denmark to purchase Greenland.
The proposed transaction amounted to 100 million U.S. dollars of the time and was to be
paid in gold. The United States’ offer was rejected by the Danish parliament.
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e 1951 — It was not until this year that the two countries signed a new treaty regarding the
defense of Greenland, which regulated the presence of American forces on the island. The
United States was granted permission to establish three military bases. To the present day,
only one such facility has been maintained: the airbase at Thule, now more commonly
known as the Pituffik Space Base.

e 1982 — A proposal from the 1970s by U.S. Vice President Nelson Rockefeller concerning
Greenland was made public. It involved the purchase of the island for the purpose of
harnessing its natural resources.

e 2019 — During his first term, President Donald Trump publicly expressed U.S. interest in
purchasing Greenland. The idea was regarded by the Danes as “absurd.” The proposal was
rejected by the government of the Kingdom of Denmark, as well as by the island’s
autonomous authorities.

e 2024-2025 — The issue of Greenland resurfaced during Donald Trump’s second term. At
the end of 2024 and the beginning of 2025, statements on the topic were made by the 47th
President of the United States, as well as by Vice President JD Vance. These statements
were supported by comments from White House staff and experts, who highlighted the
strategic importance of the island for the national security of the United States and its NATO
allies. This time, alongside the previously repeated idea of purchasing Greenland, a concept
emerged of taking control of the island by military means in the event of a failure to reach
an agreement with Denmark.

6.2. The Importance of Greenland for the United States

The island holds significant importance for the United States in three dimensions:
e strategic,
e economic,
e political.

Strategic dimension. In this context, Greenland represents a key link in the early warning and
defense chain against potential attacks on the continental United States from the northern and
eastern directions. It allows for the monitoring of Russian naval and, in the future, Chinese
surface and submarine vessels within the northern waters of the Atlantic Ocean and the entire
Arctic Ocean. It also enables the monitoring of the maritime route running along the northern
coast of Russia. The significance of this route lies in its potential to shorten the distance between
ports in Asia and Europe, eliminating the need for ships of various flags to transit the Suez
Canal.

Economic dimension. If the reserves of key elements, including rare earth metals, are indeed
comparable to those found in Siberia, they could provide the United States with far-reaching
resource independence. This would facilitate the development of advanced technologies and
significantly expand the country’s energy base with oil and natural gas. It could also lead to a
gradual reduction of dependence on China, which currently dominates global critical-raw-
material supply chains. The opening of Arctic sea routes, combined with close cooperation with
the United States, could further stimulate the emergence of an important commercial hub on
the island — a strategically pivotal location on the global map.
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Political dimension. Political dimension. Deepening cooperation with the authorities of
Greenland, or bringing the island more firmly into the orbit of American influence, would
reduce the presence of Russia and China in the region. It could also prompt the Canadian
government — which in such a scenario would find itself encircled by the United States from
the east, south, and west — to take steps toward considering a federation between Ottawa and
Washington.

There is no doubt that a close political and economic alignment of Greenland with the United
States would, in effect, allow the United States to maintain its position as a global superpower
for many decades to come. It would also contribute to a faster and more dynamic development
of the areas discussed above.

7. CANADA

The Maple Leaf Country is the second-largest country in the world by land area. It possesses
abundant natural resources, including oil, natural gas, and rare earth metals. Canada’s economy
is among the most developed in the world. Currently, its largest trading partner is the United
States. Due to its centuries-long political and cultural ties with Great Britain and France, it is
sometimes considered the most “European” country in North America. In light of the
deteriorating relations with the United States following Donald Trump’s rise to power, some
experts have suggested the possibility of Canada joining the European Union. Its geographic
location outside the Old Continent should not, in this case, be an obstacle. Examples supporting
this idea include Cyprus, which is geographically in Asia but belongs to the EU, and Greenland,
located in North America, which remained within the European Community between 1973 and
1985.

7.1. The Importance of Greenland for Canada
Canada cooperates with Greenland in four areas:

e military

e cconomic

e cultural

e environmental

Military dimension. In the field of defense, Canada cooperates with the United States and with
the authorities in Nuuk. Through NORAD (North American Aerospace Defense Command), it
monitors the airspace and waters around the island. Greenland is covered by the principle of
collective security among the countries of the North Atlantic Treaty Organization. The island’s
status within NATO derives directly from its ties to the Kingdom of Denmark.

Cultural dimension. The government in Ottawa seeks to strengthen cultural ties among Inuit
populations. Joint projects and initiatives are being implemented with the aim of preserving
traditions, historical heritage, and the unique way of life of northern communities. The
authorities are also working to reinstate visa-free travel and simplify travel regulations for Inuit
communities in both countries.

Economic dimension. Greenland possesses abundant, untapped deposits of critical raw
materials. Canada, in turn, has the expertise, equipment, experience, and capital necessary to
exploit these resources under extremely harsh climatic conditions. The authorities in Nuuk are
willing to grant Canadian companies concessions allowing them to operate on the island. This
is facilitated by the perception that the government in Ottawa does not pursue hegemonistic
policies. Economic cooperation enables Canada to reduce its current dependence on other
countries in this sector, including the United States and China.
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Environmental dimension. In response to ongoing climate changes in the Arctic, Canada
cooperates closely with Greenland to counteract adverse effects. Governmental and non-
governmental organizations conduct joint research and initiatives aimed at environmental
protection, management of marine resources, and the promotion of sustainable development.

Through close and direct cooperation with Greenland, and indirectly with Denmark, the
government in Ottawa hopes to maintain independence from the United States. Growing
political and economic pressures from Washington urge Canada to seek solutions that
could help preserve its sovereignty in the future. One such idea is the possibility of joining
the European Union. Greenland and Denmark could act as advocates for Canada’s interests in
Europe.

8. THE RUSSIAN FEDERATION

Russia is currently entangled in a costly and protracted war in Ukraine. There is also a sharp
conflict between Moscow and both the European Union and the United States in the economic
sphere. This conflict manifests itself in successive packages of sanctions imposed on the
Kremlin by the West. These factors mean that the Russian Federation does not presently possess
the capabilities necessary to be considered a key player in the northern regions of our globe.
However, Moscow, with quiet but significant support from China, aims to strengthen its
position in this region. Russia possesses the longest coastline in the Arctic, and along this stretch
of land runs the Northern Sea Route. This increasingly significant maritime corridor is of great
importance to both China and Russia. It also serves as a strategic asset in the political and
economic game played by the Beijing—Moscow tandem against the West. The Kremlin is
attempting to counter the pull of Greenland into the orbit of U.S. and EU influence in several
ways:

e by increasing its military presence in the Arctic. Russia is building new military bases
in the north of the country. The one situated closest to the North Pole—the Nagurskoye
airbase on Franz Josef Land—Iies just over 900 km from Greenland (Staalesen A.,
2025). Russia has also created the Northern Fleet Joint Strategic Command, which
elevates the region’s strategic importance. It integrates the operations of naval forces,
aviation, air defense units, and Arctic coastal troops.

e through official statements by government representatives on the international stage and
at the United Nations, aimed at drawing attention to U.S. expansion and thereby
provoking an international public debate.

e Dby supporting political groups that advocate for maintaining Greenland’s current
political arrangement while preserving its existing autonomy, as well as backing
factions that oppose the exploitation of the island’s natural resources and those
engaged in radical pro-environmental activities.

e through the activities of intelligence services and the use of influence agents in Denmark
and Greenland, aimed at creating tensions and conflict between the authorities in
Washington and Copenhagen.

In the cultural sphere, alongside Greenland, the United States, and Canada, the Russian
Federation is active in the Inuit Circumpolar Council (ICC, 2025). This is the world’s largest
organization for multilateral cooperation among the Indigenous peoples of the North from the
four countries mentioned. Economically, the Kremlin does not make direct capital investments
in Greenland. However, it can be assumed that, should the United States lose an economic-
political confrontation with China, the situation could change. Like other states, the Kremlin
would then likely seek to establish its own sphere of influence in Greenland.
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9. PEOPLE’S REPUBLIC OF CHINA

The authorities in Beijing are well aware of the strategic significance that Arctic territories hold
for the future of the world. Therefore, although the northernmost tip of the country lies some
1,500 kilometers from the Arctic Circle, it officially declared itself in 2018 a “near-Arctic
state.” In 2013, the People’s Republic of China obtained the status of official observer at the
Arctic Council. This organization serves as a high-level international forum, bringing together
the eight Arctic states and six Indigenous peoples’ organizations. It also includes 38 states from
outside the polar region. The Council’s mandate is to promote close cooperation and to develop
legal frameworks governing the Arctic (Arctic Council, 2025). The country consistently
advocates the principle of equal access for all states to the region’s resources. Through its
participation in the Arctic Council and its growing economic influence globally, it positions
itself as a leader and spokesperson for the interests of non-Arctic states in the region (SCIO,
2018). The authorities in Beijing missed a major opportunity to establish a presence in
Greenland when, after 2009, the new autonomous government sought Chinese investment.
Postponed plans by Chinese companies to invest in resource extraction infrastructure, as well
as the attempt to purchase what remained of the former Danish naval base in Grennedal, were
unsuccessful. After 2017, the United States, concerned about China’s growing presence in
Greenland, significantly increased its engagement on the island. A trigger for U.S. action was
the prospect that, in 2018, the state-owned China Communications Construction Company
(CCCC) might be awarded the contract to expand two airports in Greenland. At that time, the
Department of Defense exerted pressure on Denmark, which subsequently blocked the
investments that had been supported by the authorities in Nuuk. Since then, a large-scale effort
has been made to displace Chinese capital—and, consequently, Chinese presence—from
Greenland by all available means. This strategy has proven effective enough that current
Chinese activity on the island is now marginal. In 2020, the United States reopened the
consulate in Nuuk, which had been closed since the early 1950s. Shortly thereafter, the
Department of State appointed a U.S. Coordinator for the Arctic Region, whose responsibilities
include the development of relations with Greenland (Szymanski P., 2021). In 2022, the office
was elevated to the position of U.S. Ambassador-at-Large for Arctic Affairs, reflecting the
growing diplomatic importance of Arctic engagement. Blocked from the possibility of
expansion on the world’s largest island, China has turned its attention to Russian Siberia. There,
a Chinese economic and technological proliferation, as well as a large-scale settlement
initiative, is currently underway. It is estimated that approximately 18.5 million Russian citizens
currently reside in Siberia and the Far Eastern Federal District, the majority of whom are ethnic
Russians (Radziwinowicz W., 2016). To this number must be added over 2 million Chinese
citizens who conduct business and work in the region. Their numbers continue to grow year by
year.

However, it would be a mistake to believe that Beijing has already abandoned its pursuit of
bringing Greenland into its long-term strategic objectives. The Chinese government has
designated the Arctic—including Greenland—as part of its strategy for expanding global
influence. For China, the island therefore represents a potential area of political and economic
expansion that would legitimize its status as both an Arctic state and a global power. As long
as the People’s Republic of China must take the United States and the European Union into
account, the status quo regarding Greenland will remain in place. Should this situation be
disrupted in any way, the course of events would change, and with it the configuration of
spheres of influence in the region.
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10. KINGDOM OF DENMARK

Denmark, in its European part, without its dependent territories—Greenland and the Faroe
Islands—is a small country located in the north of the Old Continent. To the south, on the
Jutland Peninsula, it shares a land border with its only neighbor, Germany. The rest of its
territory is surrounded by sea. The area of mainland Denmark is 42,430 km?, which places it
130th in the world. The population of 6,011,786 (as of 14 November 2025) ranks the country
114th globally (Worldometer, 2025). Denmark is a constitutional monarchy with capital in
Copenhagen. The country belongs to most major international organizations, including the
United Nations and NATO, the Council of Europe, the World Trade Organization (WTO), the
Organisation for Economic Co-operation and Development (OECD), the Organization for
Security and Co-operation in Europe (OSCE), the International Red Cross and Red Crescent
Movement, the Nordic Council, and the Arctic Council. Since 1973, Denmark has been a
member of the Common Market (EEC), now the European Union. Denmark remains outside
the eurozone. The currency in use is the Danish krone. According to the Corruption Perceptions
Index of Transparency International, Denmark is ranked first (1) as a country free of corruption.
Denmark is the only EU country that is self-sufficient in oil and gas supply. Half of its energy-
resource production is exported. The Danish economy is among the most competitive in the
world. According to the 2022 ranking of the International Institute for Management
Development, Denmark held first (1) place in terms of economic competitiveness (MRiT,
2025). In Europe, this small country is also known for Hans Christian Andersen’s fairy tales,
LEGO bricks, the two excellent beer brands Tuborg and Carlsberg, the Tivoli amusement park
in Copenhagen, and the Olsen Gang film series. Denmark’s national football team also has
devoted fans, having won the European Championship in 1992.

Greenland holds significance for the Kingdom of Denmark in several dimensions (Szymanski
P., 2025):

o Economic dimension. Denmark does not directly benefit economically from its
sovereignty over Greenland. Issues related to the utilization of this overseas territory’s
greatest wealth—its natural resources—have, since 2008, been entirely in the hands of
the autonomous authorities in Nuuk. As the revenues from these resources are
insufficient to cover the island’s needs, the royal government provides annual subsidies
exceeding €500 million. However, it is hard to imagine that Danish companies face any
restrictions in accessing the Greenlandic market. Likewise, the island’s residents, who
are subjects of King Frederik X, experience a year-on-year improvement in their
standard of living.

e Cultural dimension. The historical awareness among Danes of their geographic
expansion and responsibility for territories administered by the Kingdom is deeply
rooted in the national consciousness. Danish exploratory and research expeditions to the
polar regions, beginning in the Viking Age (from the late 9th century) and continuing
to the present day, form part of the nation’s cultural heritage. Pride in Denmark’s
centuries-long presence in Greenland and the Faroe Islands led the royal family to
change the coat of arms. On the new heraldic shield (from January 1, 2025), the polar
bear (Greenland) and the ram (Faroe Islands) were prominently displayed. On the
occasion of presenting the redesigned coat of arms, King Frederik X also declared his
opposition to Denmark losing those territories (Bryant M., 2025).

e Military dimension. Denmark is increasing the number of troops and equipment in
Greenland to emphasize its presence on NATO’s northern flank. It also cooperates
closely with the Americans at Pituffik Space Base, located in the northern part of the
island, and participates in regular naval and land exercises in the region.
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e Geopolitical dimension. Through its sovereignty over Greenland, Denmark maintains
its status as a northern state and can participate as a full member of the Arctic Council.
This gives the Kingdom of Denmark the legitimacy to engage in Arctic affairs at the
same table with major powers such as the United States, China, and Russia. It also
enhances the country’s prestige on the international stage. Through direct transatlantic
contacts with Washington and Ottawa, Denmark enjoys stronger connections and
greater influence than most European countries in this area.

It can be assumed that it is in the interest of the Kingdom of Denmark to maintain some form
of control over Greenland. Unfortunately, the left-leaning authorities in Denmark for most of
the past several decades have pursued policies that are entirely disadvantageous for the country.
Under the banners of ecology, environmental protection, and the Greenlandic people's right to
self-determination, they have consistently implemented policies aimed at dismantling the
island’s centuries-old ties with Copenhagen. By stirring anarchist sentiments and supporting
sovereignty movements among the Inuit, they advocate for Greenland achieving full
independence. It was under left-wing authorities that both referenda on the island’s autonomy
took place (in 1979 and 2008). The current Prime Minister of Denmark, Mette Frederiksen,
represents the Social Democrats in the ruling coalition. In response to Donald Trump’s
statements about the United States’ intentions to acquire Greenland, the Danish head of
government has displayed profound helplessness, astonishing slowness, and a lack of a plan to
resolve the conflictual situation.

11. CONCLUSION

In February 2024, the government in Nuuk released a policy document outlining the territory's
goal of asserting greater autonomy in international affairs. In this paper, Greenland presented
its Foreign, Security, and Defense Strategy 2024-2033, titled “Greenland in the World —
Nothing About Us Without Us.” The strategy emphasizes the island’s right to influence
decisions that affect its future. Key objectives include strengthening relations with Arctic North
America and holding a leading role in the Arctic Council, as well as promoting regional peace
and enhancing security cooperation within the Kingdom of Denmark and NATO. Another
priority is understanding and addressing the growing global interest in the Arctic from countries
such as the United States, Canada, Russia, and China (Hansen B.A., 2024). However, the
situation appears to be more complex than the autonomous authorities in Greenland perceive it
to be. At the forefront is the unequivocal role of the United States, which will seek to bring the
island under its influence for its own purposes no later than by the end of President Donald
Trump’s term, which expires on January 20, 2029. Through their active behavior, Beijing and
Moscow are forcing Washington to adopt radical measures not only in the Arctic region but
also on a global scale. Drawing Greenland into its own sphere of influence may allow the United
States to remain a superpower for several more decades. A scenario in which China and Russia,
supported by the BRICS countries, become the dominant force would mean a new division of
the world and of spheres of influence. In none of the possible configurations of events would
either the European Union or Denmark—its member—be able to influence the course of
developments. Under current conditions, these actors possess far too limited political,
economic, and military potential.
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THE IMPORTANCE OF USING CONTROLLING IN SPORTS AS ONE
OF THE MOST IMPORTANT FUNCTIONS OF MANAGEMENT

Deni Borozan
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ABSTRACT

Controlling has established itself in the modern world of business as an important management
instrument aimed at the future of business. It does not deal with the past, it focuses on process
improvement, economization and optimization, efficient use of resources and capacity while
rationalizing costs. Controlling is a management concept aimed at managing results and
includes the link between planning, information, analysis, control of all resources of the entity
that lead to the achievement of the business entity's goal. At the same time, controlling has gone
beyond the framework of control as a one-time procedure and is used only as a part of the
instrumentalization that measures deviations from the given parameters and corrects them and
directs them to a strategically determined goal. Controlling is broad knowledge and penetration
into the essence, it encompasses the polyvalence of the environment and its character without
using a template. Adapts to the environment, individually approaches, uses and derives all
instruments and indicators of the business direction of its own entity, skilfully solving problems
of Bottlenecks,' deviations, political influences, economic disturbances, harmonizing them with
legal regulations in constantly being 4 step ahead'of the competition, leading the management
of its entity according to concrete, efficient decisions and procedures. In the world of sports,
where sports results are one half of success and business is the other, controlling has taken on
its importance in different areas of both halves. From the moment a sports organization
establishes a mission, creates a vision and sets goals for sustainable development and sports
success, controlling is a guide, a coordinator who subordinates the system of information,
guidance and instructions to the goal, a future created according to the best advice.
Keywords: controlling, management concept, sport, decision-making efficiency, importance

1. INTRODUCTION

Growth, development and profit are taken as a clear goal of a business entity. In sports, sports
results are added to this, then it is clear that a sports organization has a rather complex task of
composing tasks and goals and coordinating them effectively. In the event that one of the goals
falters, encountering difficulties and disruptions, the business entity stagnates and lags behind,
and the goal is achieved with difficulty or not at all. Therefore, the pursuit of maximum
efficiency and optimal productivity, the achievement of sports results with permanent growth
becomes an imperative for the existence of a sports organization. Regardless of whether it is a
profit or non-profit sports organization, goals must be achieved in order to achieve
sustainability. The market is changing, even turbulent, it is not easy to achieve goals without
hindrance because factors that make progress difficult and limit progress are constantly
imposed. In the crowd of sports organizations on the market that want to succeed, a lot of skill
is needed to achieve competitiveness. Otherwise, elimination follows. No one is looking for
such an organization anymore and everyone turns to the one that has made a breakthrough, used
resources in a different, more innovative way. Therefore, it is of utmost importance to ensure
efficiency, effectiveness and optimize processes. To achieve this, controlling imposes itself as
a partner to management that monitors all processes, supervises and improves procedures,
optimizes all systems either in advance or during the process, harmonizing them with current
changes. This is the only way to ensure the sustainability and competitiveness of a business
sports entity, both in the economic part and in the sports part.
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Controlling monitors, measures, evaluates performance. As such, it is a service to management,
giving it clear guidelines for making decisions that will successfully lead the entity towards
achieving its goal.

2. THE ROLE OF CONTROLLING AND CONTROLLER IN MANAGEMENT
Controlling is one of the five functions of modern management, according to the Encyclopaedia
of Management!. In European countries, and especially Germany, which has recently been the
leader of European management, controlling, as the closest partner to management, is becoming
the leading function that takes on the role of a link, a coordinator of all business processes in a
harmonious relationship. Controlling serves management with all relevant information so that
management can make the best possible decisions. The controller, like the co-pilot in an airplane
(according to Lukovi¢ and Lebefromm?), collects all information about the flight, takes care of
safety and all key elements that will bring the airplane with passengers to its destination, and
the manager - captain makes decisions that the co-pilot - controller has prepared for him.
According to Lukovi¢®, Controlling is a process that arises as a result of coordinated joint efforts
of management (individual or team) and the controller, for the purpose of achieving the set goal
of the business entity. Furthermore, Lukovi¢* interprets Controlling as a state of mental
awareness that directs it purposefully, orients it in a planned manner, turns it towards the future
and always strives for the better. Controlling is a concept of leadership, which is oriented
towards a bottleneck®. Lukovi¢® states that the coordination of all processes is particularly
important for management, and this is the key task of controlling and the controller, and he
further points out that every problem, which is most often a deviation from the plan, must be
solved by the controller with an employee or one of the managers with knowledge and
communication skills. As soon as possible. "If we go back to the plane of both the captain and
the co-pilot, then the co-pilot (controller) is the navigator, and the captain (manager) decides
and leads the plane to the destination."’

3. CONTROLLING IN SPORT

Sport is an area in which management occupies an important backbone of the activities of
modern sports organizations if the mission, vision and goals of the organization are clearly
defined. Thus, controlling becomes a management concept and operates at all levels of the
navigation system towards achieving the goal. The path towards the goal is systematically and
continuously monitored, plans, processes and events, causes and factors of various events in a
very changeable and globally fast environment are monitored, as well as their consequences or
impact on the achievement of goals. The changing environment in sports requires constant and
prompt adjustments, careful monitoring, understanding and adequate use of information. In
such a system, cooperation of all stakeholders is required, as well as their coordination,
knowledge, skill and competence in order to maintain the path towards the goal.

! Encyclopedia of Management®, 6th edition, GALE Cengage Learning, United States of America, 2009., page
517

2 Lukovi¢, T. & Lebefromm, U.: ,,Controlling, planom do cilja“, druga knjiga, SveuciliSte u Dubrovniku,
Dubrovnik, 2014.

3 Lukovi¢ T., Lukovi¢ T., Lebefromm U., Jerkunica A., Controlling u sportskom menadzmentu, 2022., page 86

4 Lukovi¢ T., Lebefromm U., Jerkunica A, Controlling u sportskom menadzmentu, 2022., page 9

5 Pojam ,,uskog grla“ predstavlja ograniCene limite u procesu. Prof. Deyhle, A. ga naziva ,,Engpass“ a to su
unaprijed dati tocno ograniceni limiti proizvodnje. Unutar ogranicenja controller trazi rjeSenja i pokusava razviti
proizvodnju

¢ Lukovi¢ T., Lebefromm U., Jerkunica A.. Controlling u sportskom menadzmentu, 2022., page 81

" Lukovi¢ T., Lebefromm U., Jerkunica A.. Controlling u sportskom menadzmentu, 2022., page 81
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Without deviations, without losses, controlling as such, managed by the controller, is ready to
remove all limitations that come its way. More importantly, in advance and before it gets on the
way. According to Meter® Controlling activities, for example according to the IGC "Process
Model of Controlling", which is one of the international controlling standards, can be described
through 10 main processes, which can be grouped into 4 groups, namely: planning, analysing,
reporting and internal consulting. Each of them has certain challenges, and they are most often
related to: management's understanding of the importance of controlling, the quality of
processes and data in the company, the state of information technology, but also with
experienced and well-educated controllers. A controller in controlling needs to connect all
relevant details into a whole in all areas of business, and in sports this is an additional
dimension: game, result, advantage, victory, placement. Today, both profit and non-profit
organizations operate in sports. Profit organizations are focused on profit and their effectiveness
is easy to measure, while non-profit organizations are focused on social welfare and
strengthening the civil values of society, so there are a number of parameters for measuring
effectiveness. However, non-profit organizations also need efficiency and management that will
make them sustainable, successful, innovative, productive, and more competitively attractive.
Every organization needs to know the path it is taking and where it is going and how to
successfully and efficiently reach its goal. Controlling is certainly an important management
function for large and small organizations, for profit and non-profit organizations for all those
who need to organize resources in an efficient and effective manner. A significant number of
professional sports organizations - clubs establish a controlling function with the aim of more
efficient organization of work and the club. Especially in professional football clubs where large
financial resources are involved, where the generated added value exceeded 7.9 billion euros.
According to information from the consulting company McKinsey®, the value of goods and
sports services produced in Germany amounted to as much as 114 billion euros in 2015. Since
then, the trend has been on an upward trajectory, which confirms sport as an indispensable
activity for GDP production in Germany, but increasingly in other developed countries of the
world. In order for the sports club to achieve both sport and economic results, to achieve
sustainability and long-term existence, management needs to establish controlling. Sport is a
measurable area, both in the area of economic success and in the area of competition results
and rankings.

4. SUBJECT OF CONTROLLING IN SPORT

If controlling includes the process of monitoring and measuring progress, noticing and
identifying any deviations from the planned and continuing to take corrections in order to
achieve the set goal, then controlling should be implemented in the main areas of measuring
success in sports, sports results and long-term economic stability of the entity. In order to
achieve a sports goal, the subject of controlling in sports is focused on managing the event or
sports performance of an individual athlete or a sports team. It is extremely important to
determine the time period for achieving goals when setting strategic planning, preferably from
three to five years, when the resources needed to achieve sports goals need to be realistically
and rationally calculated. According to Lebefromm!?, the biggest challenge in long-term
strategic planning of team sports is the forecast of sports success. Given the unpredictability of
sports, matches, competitions, and results, once a plan has been established, it is difficult to
follow, so such different scenarios require adjustment with appropriate different plans that will

8 https://www.educentar.net/Article/13333/INTERVJU-MLADEN-METER-Zasto-je-kontrolingbitan-u-
svakodnevnom-poslovanju/

® Konzultantska tvrtka McKinsey u ime DFL-a za nogometnu sezonu 2014/2015.

10 Lukovié¢ T., Lebefromm U., Jerkunica A., Controlling u sportskom menadzmentu, 2022., page 170
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be directed towards the goal. However, as Lebefromm states!!, the difficult predictability of
sport success should not lead to giving up on strategic and operational planning. In sports
performance planning, the task of controlling refers to managing the process of sports
preparation and performance of athletes/teams, which is constantly compared with the plan,
deviations are identified and corrective actions are taken. An athlete or a group of athletes, a
team are exposed to managing their internal state, psychophysical abilities, focus on goals,
which is dependent on various influences from infrastructural capabilities, psychological states,
motivation, nutritional guidelines and generally human response to pressures and settings that
lead to the goal. Therefore, setting performance standards also requires parameters for
observing how activities are performed in relation to the set standards. Controlling helps to
systematize the set parameters and their evaluation so that all factors in a series can monitor
and react to anomalies and deviations. Controlling has a special task to prepare for options that
will offer a solution to the problem before the deviation turns into a problem. In the preparation
of athletes, there are a number of parameters that are monitored, evaluated, and corrected:
motivation, emotional control and focus, regulating emotions, maintaining focus under stressful
situations, avoiding impulsive reactions, maintaining discipline, adhering to the rhythm and
training regimen to ensure excellence. Furthermore, conditioning, fitness, the possibility of
injury, rehabilitation, and treatment. Of course, mental and physical health is one of the
important parameters of the plan, implementation, evaluation, and correction, and this process
includes a number of factors, internal and external, those that can be influenced and those that
are different. All of these processes have their own cost, and controlling, by collecting data and
information, helps to put together a strategic framework for development and the path to the
goal. According to Leberfromm!?, "although sports success is difficult to predict, financial
success is predictable. Investment in players, coaches, and officials must be assessed by
continuously analysing the performance of each player. In addition to financial factors, mental
inputs also play a major role. This includes the health and fitness of all players." The goal of
sports success requires financial success. Based on short-term and long-term plans of sports
goals, potential of athletes or teams, assessments and forecasts, management has the task of
setting the sports specifications of the desired goal within its competitive opus: position at the
national level, international level, the reach that it can and wants to achieve. In sports, revenue
planning is largely related to sports results and success, marketing behind which in turn stands
sports results and success. Because results and success lead to popularity, marketing expands
the niche of clients based on success and results, the number of memberships increases because
sports results and success form a role model to be followed. According to all of the above, in
both individual and team sports, sports results and success are an attraction and an invitation to
follow. According to Kasper!3, "The availability of financial resources naturally arises from
achieving the desired sports success." One of the important tasks of management and
controlling as support for management is precisely enabling the creation and maintenance of
cash flow, which will enable the sports organization to finance its entire path towards achieving
sport success and results, especially at a time when sport success and results have not been
achieved and it is to be expected that the income cannot be satisfied either. So, the basic goal
of controlling in sports is establishing standards to measure performance, measuring actual
performance, comparing performance with the standard, taking corrective action. Considering
the great global competitiveness of sports, it is very important to maintain a position in the
market and to maintain it in the long term.

! Tbidem
12 Lukovié¢ T., Lebefromm U., Jerkunica A., Controlling u sportskom menadzmentu, 2022., page 191
13 Kasper, Cl, 2016, page 235
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The management is responsible for the positioning of the sports entity on the market and has
an undoubtedly double task: to achieve and maintain sports results and success in addition to
profitability. Since controlling is related to information, fast, accurate, timely, clear and
decisive, which contains relevant and accurate data it is evident that controlling is the job of
collecting and analysing data in order to improvement of the implementation of the business
entity's strategy. Therefore, the computer application SAP SPORT ONE was created on the
sports market. “It enables club and association managers to manage information and data about
their athletes in a structured way. SAP Sports One connects a wide variety of information, such
as injury history, fitness values, match analyses or training data for the team or individual
players in real time. This data is compiled into an individualized report that the club or
association can use to draw valuable conclusions regarding training control and planning or
possible player commitments. In addition to simplified player data management and insightful
conclusions for improved training and scouting planning, SAP Sports One offers the possibility
of individual analysis of each player’s injury history, current health values and potential injury
risks in order to prevent players from retiring in the future. For example, TSG Hoffenheim has
managed to reduce the number of injury days per season by more than 50 percent since the
2012/2013 season. For SAP Sports One to function, it is essential that various pieces of
information are entered into the software solution. The coach is responsible for ensuring that
training plans for the team or individual players are entered into the platform. The doctor or
physiotherapist must ensure that details of medical findings or diagnoses are recorded, and the
player also contributes their part, eg by providing information after training or matches about
well-being or possible injuries.!* SAP Sports One has so far been developed for football and is
already being successfully used by many clubs and associations. SAP sees this success as an
incentive to develop the Sports One solution for other team sports as well, as Sebastian
Brunnert, an expert from SAP's Sports & Entertainment business unit, explains: "Besides
football, the solution is also interesting for many other team sports. The reason is that sports
such as ice hockey, basketball, baseball and soccer are very similar to football. Player fitness,
injuries, scouting, tactical concepts: In all team sports, this is important."!> Looking at sports
information and indicators for efficiency, success and sports results as a set goal, some sports
and clubs can successfully use a computer application, because in this case, the most important
thing is timely and accurate information and its further use. But in parallel with the creation of
sports success and results, according to Borozan'®, it is important that the controlling
management gives inputs about the overall strategic success of the organization, measures the
success of the business, improves the achievement of success and indicates the need to improve
individual performances. At the same time, different tools can be used, of which the extremely
light and effective Balanced scorecard (BSC) is linked to a strategic map with measures and
goals. BSC is a controlling tool that serves as a report to the management of a sports
organization in a way that measures achievements in relation to what was planned in a given
time, showing a result that meets the goals or opens the possibility of correction to follow
intervention and correction to meet the goals. BSC is focused on 4 aspects: the client aspect
(how to act towards clients in order to realize the vision?), the aspect of internal processes (what
are the business processes in which we must stand out in order for the result to satisfy our
stakeholders and clients?), the aspect of learning and development (the ability to introduce
changes and improve our processes how to achieve the vision) and the financial aspect (how to
successfully operate financially based on orientation towards our clients?). All of the above
aspects are interconnected and should be included in the achievement of the mission, realization
of the vision and implementation of the strategy.

14 https://www.gambit.de/en/wiki/what-is-sap-sports-one/
15 Tbidem
16 Lukovié¢ T., Lebefromm U., Jerkunica A., Controlling u sportskom menadzmentu, 2022., page 200
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They must be measurable and defined by indicators. They are a roadmap for how to achieve the
goal. Controlling collects them, analyses, evaluates, corrects and reports to management on
what decision to make and how to further manage the sports organization.

S. CONCLUSION

Based on the above examples of the use of controlling procedures and processes that each sports
organization can use and implement in its operations in order to give management guidelines
for action and a path towards achieving goals, it is evident that it is necessary to expand
managerial knowledge about the management of sports organizations, regardless of whether
they are profit or non-profit organizations. Pragmatic definition of conditions and situations
enables an open picture of the connection of the most logical business connections: mission
with vision, goals with strategy and implementation. Communicating with all relevant aspects
of the organization, controlling performs networking in parallel, leading the sports line and
economic efficiency and effectiveness towards the goal. Through non-financial and financial
indicators, it determines forms of monitoring, assigns measures to them, defines factors, offers
clear interpretations, calls them by their proper name and evaluates them. It gives them the
meaning of efficiency, success, achievement of results, achievement of the goal. Controlling
defines each segment of a business entity, connects them in mutual dependence and
communication, establishes profit centres, efficiency centres. The goal and task of controlling
is to implement successful business strategies, to pave the way for a business entity to achieve
its competitive advantage, to identify and solve problems before they become problems, to be
value-oriented in the long term, while synthesizing all parameters of success and efficiency.
The role of controlling in sports is very important in order to connect the interests of all
stakeholders and stakeholders. "Therefore, defining controlling in sports, Prof. Eduard Leonard
Guta says: "Controlling represents a service function for sports management, and it is a function
of sports management. Controllers are contact persons at all levels of sports management in
strategic and operational issues. Controlling is a comprehensive management concept that
operates at all levels of the navigation system in sports organizations." Today, sports
management is rapidly developing as a necessity for survival in the sports market, and with it,
controlling as a navigation system for management towards achieving its goals.
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ABSTRACT

Following the outbreak of the Russia-Ukraine conflict, many global companies withdrew from
the Russian market to protect their reputation. This research delves into how Slovak and Czech
consumers perceive brands that left versus those that stayed. Using a questionnaire with 175
respondents, the study found that consumers' political attitudes toward the conflict and their
support for sanctions significantly impact their brand perception and preferences. The analysis
of specific brands like McDonald's and Burger King confirmed that leaving the Russian market
is viewed more positively, enhancing brand value and loyalty, especially among those who
support Ukraine. Brands that left are seen as ethical and morally correct. These findings
highlight a strong connection between political views and consumer behavior.

Keywords: Brand Perception, Consumer Behavior, Corporate Activism, Responsible Business,
Russia-Ukraine Conflict

1. INTRODUCTION

On February 24, 2022, the armed forces of the Russian Federation (RF) entered the territory of
Ukraine, which was immediately met across Europe with widespread opposition from both
governments and the general public. The initial condemnation soon led to the gradual
introduction of various economic measures at the governmental level, while private companies
also began to respond. In 2022, it was expected that sanctions would have a weakening effect
on Russia (Sonnenfeld et al., 2022). In 2023, Western sanctions became more stringent
(Kantchev, Gershkovich, 2023), making it increasingly difficult for brands to maintain their
presence in Russia (Chasseny, 2024). However, due to the rapid strengthening of relations
between the RF, India, and China, the sanctions produced only a limited—or even
counterproductive—impact, particularly in the energy sector (Saxena, 2023). By December
2024, the RF state budget revenues even reached record levels (Bloomberg, 2025). While
European and American brands exited the Russian market swiftly, Indian and Chinese
companies expanded rapidly to meet consumer demand. Notably, Russian oil exports to China
and India became a crucial source of income for the Russian economy (Krauss et al., 2022).
Public opinion surveys indicate that consumers have shown little concern over whether brands
remain in Russia (Caliber, 2023). Nevertheless, many foreign firms faced the dilemma of how
to act and how to communicate their position regarding the conflict. Numerous brands adopted
so-called “self-regulatory sanctions,” prioritizing their reputation over potential business
opportunities (Sonnenfeld et al., 2022). Others merely limited their operations, while some
continued to operate in the Russian market. A considerable group of companies also relied on
parallel imports via third countries (Chupilkin et al., 2023; Crozet et al., 2021). The aim of this
article is to highlight the continuing relevance of the issue. The primary objective is not to make
moral judgments, but rather to examine and compare the attitudes of Slovak and Czech
consumers toward the withdrawal or persistence of foreign brands in the Russian market.
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The importance of the topic is further reinforced by the fact that negative consumer—brand
relationships have not been widely studied (Ninh et al., 2021; Fetscherin, 2019; Kucuk, 2019;
Zarantonello et al., 2016). From our perspective, this represents a highly relevant and valuable
subject for future research.

2. CONSUMER BEHAVIOR AND BRAND PERCEPTION

A brand is a key element of marketing communications (Vysekalova, 2011), and its importance
can be analyzed from multiple perspectives. According to Kotler and Keller (2021), a brand
includes a name, term, sign, symbol, design, or a combination thereof, while Keller and
Swaminathan (2019) add elements such as words, images, spaces, and sounds. Building strong
brands is a central objective for all firms. Various approaches in the literature interpret brand
strength through brand knowledge and its impact on consumer behavior (Hoeffler & Keller,
2002). A brand integrates corporate efforts, leading to a unified and long-term value-creating
approach, including the integration of marketing activities (Pelsmacker et al., 2003). The
Customer-Based Brand Equity (CBBE) model defines brand value as the differential effect that
reflects distinct perceptions and consumer responses to marketing activities (Keller &
Swaminathan, 2019; Kotler & Keller, 2021). Petrackova and Prisa (2009) further note that the
brand phenomenon can enhance alignment with consumers through its image. A brand is not
composed solely of a logo or visual identity, but also of services, communication, and the
consistency of messages over time (Pelsmacker et al., 2003).

3. BRAND PERCEPTION AND IMAGE-BUILDING THROUGH CSR

A positive brand image is shaped by marketing programs as well as by factors outside
marketers’ direct control. It is fundamentally based on strong, favorable, and unique
associations (Keller & Swaminathan, 2019). Brand image is defined by three dimensions: trust
(the brand represents quality), emotional attachment (customers’ relationship with the brand),
and behavioral intentions (inclination toward the brand) (Binar et al., 2020). There are multiple
ways to build brand image. Responsible business practices also positively influence brand
image and foster emotional bonds between consumers and the brand (Meyer, 1999), which
represent an important differentiating factor in today’s competitive environment. Key benefits
include enhancing brand image, increasing product awareness, and positively affecting sales
(Hoeffler & Keller, 2002). A positive brand image rooted in responsible business reduces
vulnerability to negative publicity (Dawar & Pillutla, 2000). Well-executed CSR strategies
enrich brand image with favorable and unique associations (Hoeffler & Keller, 2002; Keller,
2003). CSR helps raise brand awareness, strengthens credibility, and generates positive
emotions among consumers. It contributes to image-building through abstract associations that
are difficult to imitate and transferable to other products or brand extensions. Moreover, CSR
enhances brand credibility across dimensions such as expertise, trustworthiness, and likability
(Keller & Swaminathan, 2019; Keller, 2003). It evokes positive feelings such as social
acceptance and self-esteem, thereby strengthening brand equity. Responsible business practices
also deepen customer relationships within brand communities, creating shared awareness and
a sense of responsibility (Hoeffler & Keller, 2002; Muniz & O’Guinn, 2000). Finally, CSR
increases consumer engagement, with customers becoming active advocates and spokespersons
for the brand (Keller & Swaminathan, 2019). In the context of the present topic, however, a
public opinion survey (Caliber, 2023) shows that consumers exhibit little interest in whether
brands remain in Russia. By spring 2024, most foreign brands had ceased to worry about
reputational risks, as they did not observe significant damage or backlash from stakeholders
due to their continued presence in the RF market (Chasseny, 2024).
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On the other hand, some scholars argue that media coverage could alter consumer perceptions
of brands still operating in Russia, placing them under greater pressure and potentially
increasing the likelihood of their withdrawal, if risks were clearly communicated rather than
overshadowed by the complexities of the exit process (Popovych, 2024).

4. RESPONSIBILITY VS. IRRESPONSIBILITY AND CONSUMER REACTIONS ON
A GLOBAL SCALE

Responsibility in marketing is expressed through Corporate Societal Marketing (CSM), which
encompasses activities extending beyond economic goals to support societal welfare or other
stakeholder interests. During the period in question, brands became increasingly politicized in
their public statements, primarily for four reasons:

. meeting stakeholder expectations,
. political influence,
. creating a positive brand image, and

. gaining competitive advantage (Ekhlassi & Rahideh, 2023).

Consumers are increasingly expecting brands to act in accordance with ethical principles
(Reshetnikova et al., 2024). Decisions by brands to remain in controversial markets can
influence their perception as moral actors (Tsougkou et al., 2025). However, brand responses
cannot be generalized, as they depend on specific circumstances and the nature of the brand.
Findings by Sologoud (2022), based on 60 statements from pharmaceutical and consumer
brands, revealed that companies justified staying in Russia on humanitarian grounds, such as
ensuring access to food, medicine, and hygiene. Nevertheless, Sologoud (2022) viewed these
arguments as weak justifications, masking the fact that firms were in reality protecting their
market positions. Other reasons included the financial stability provided by the Russian market
and the relatively minor reputational damage observed despite the war in Ukraine (Kao, Abboud
& Parkin, 2022). Research into the intensity of consumer love or hate toward brands has been
addressed in several studies (e.g., Patwardhan & Balasubramanian, 2011; Romani et al., 2012).
Typically, consumer—brand relationships are not accompanied by extreme emotions. Brand
actions can be understood as a form of corporate activism, aimed at social, political, economic,
or environmental issues with the goal of driving societal change by influencing attitudes (Eilert
et al., 2020), sometimes even at the expense of reputation and financial performance (Corvellec
& Stal, 2019). When firms merely communicate socio-political stances without acting on them,
they are perceived as inauthentic and hypocritical (Eilert et al., 2020; Vredenburg et al., 2020).
Brands that chose to remain in Russia primarily belonged to the pharmaceutical, aviation, food,
consumer goods, technology, energy, and oil sectors. Justifications ranged from financial
stability and strong market demand to humanitarian reasons (Doherty, 2023). Geographical
differences also play a role: companies from Germany, China, the USA, Japan, and France
continued operating in Russia despite initial statements about withdrawal (Evenett & Pisani,
2023). Before the war in Ukraine, brands often engaged in “business as usual” (Rieper, 2013),
refraining from responding to violent conflicts. Only subsequently did they adopt more
responsible approaches (Asemah-Ibrahim et al., 2022). It is evident that brands with higher
stakeholder engagement show greater resilience to geopolitical risks (Chowdhury et al., 2023).
Directly labeling firms as deliberately irresponsible is problematic, as such situations often
involve alternative options that companies nevertheless choose to disregard in favor of existing
policies (Jones, 2013). Corporate irresponsibility—and the perception thereof—is highly
subjective (Lange & Wilde, 2012). Intentional irresponsibility, however, is consistently viewed
as unethical compared to unintentional irresponsibility (Zhang et al., 2023). Evaluating brands
that remain in the Russian market is complex, since their true motives cannot be easily assessed.
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On a global scale, significant differences exist in how companies interpret responsible business
conduct (Baden & Wilkinson, 2024), which naturally influences what is, conversely, perceived
as irresponsible.

5. RESEARCH METHODOLOGY

The research problem is based on the assumption that the losses of brands resulting from their
decision to withdraw from the Russian market may potentially be offset by the favorable
positioning of these brands in the minds of consumers. This topic has not received sufficient
scholarly attention (Ninh et al., 2021; Fetscherin, 2019; Kucuk, 2019; Zarantonello et al., 2016),
or it has been approached from a different perspective. From a methodological standpoint, the
main tool of data collection was a questionnaire, where we focused on the use of attitudinal
scales in order to examine how consumers perceive the entire situation. The questionnaire
survey was chosen both in view of the article’s topic and in consideration of other similarly
oriented studies (Guliyev, 2023; Deheshti et al., 2016; Sidorchuk et al., 2018).

5.1. Objectives and Hypotheses

The main objective of the research is to identify how Slovak and Czech consumers perceive
brands that remained in, and those that exited, the Russian market after the outbreak of the
conflict. Partial objectives of the study include identifying consumer perceptions of the motives
behind brand withdrawal from the Russian market, as well as attitudes towards such
withdrawals. We analyzed how consumers perceive strong brands after their exit and whether
such decisions can increase or decrease brand awareness. Furthermore, we sought to determine
whether consumer loyalty to a brand may deepen or weaken as a consequence of a brand’s
withdrawal or continued presence on the Russian market.

5.1.1. Hypothesis — Customers who support Ukraine will perceive more positively a brand that
decided to withdraw from the Russian market

We rely on the study by Sonnenfeld et al. (2022), which mapped companies leaving the Russian
market and analyzed the impacts on the Russian economy. The results were picked up by major
news agencies that continuously updated lists of global brands. Parella (2022) reports that 75%
of respondents supported the withdrawal of brands, while only 4% were in favor of maintaining
the previous status quo. Consumers criticized brands that chose to remain in the market.
Therefore, we assume that respondents in our study who support Ukraine will perceive brand
withdrawal positively, which may in turn influence their evaluation of these brands.

5.1.2. Hypothesis — Consumers who agree with sanctions on the Russian Federation will
perceive a brand that left the Russian market as more preferable

We assume that consumers associating a brand’s continued presence in Russia with support for
the Russian regime will perceive such brands as less valuable. Some companies, such as
Microsoft, could not immediately withdraw, but in this study we do not distinguish between the
reasons for their continued presence. We focus instead on consumer perceptions of brands that
remained for financial reasons and potential profit, where staying could lead to better
positioning and higher earnings. We again draw on Sonnenfeld et al. (2022), who initially
categorized brands into three groups (complete withdrawal, partial withdrawal, remaining) and
later expanded this classification into five groups.

5.1.3. Hypothesis — Consumers with higher education will have a more positive attitude toward
the sanctions on the Russian Federation

We assume that respondents with higher education hold more positive attitudes due to their
greater understanding of the importance of sanctions.
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At the time of data collection, nine sanction packages had been introduced, and we expect that
more educated respondents recognize their necessity and support them.

6. ANALYSIS AND INTERPRETATION OF RESEARCH RESULTS

The survey was conducted in two stages. Part of the data was collected for the purposes of a
rigorous thesis (Mihalik, 2023). The second part of the survey was conducted at Tomas Bata
University in Zlin. In total, 175 respondents participated in the research. The structure of the
sample is presented in the following table.

Country

Frequency Percentage
Valid |Slovenské republika 126 72,0
number |Ceska republika 49 28,0

Age

Frequency Percentage
18-25 rokov 54 30,9
. 26-35 rokov 42 24,0
Vald 13645 rokov 14 25.1
46-55 rokov 27 15,4
56- 65 rokov 7 4,0
Missing Value 1 0,6

Gender

Frequency Percentage
: muz 56 32,0
Vald lsena 112 64,0
Spolu 168 96,0
Missing Value 7 4,0

Level of education

Frequency Percentage
Secondary vocational education 4 2,3
Valid Secondar’y education 79 45,1
number Bachelor’s degree 45 25,7
Master’s degree 40 22,9
Doctoral degree 5 2,9
Missing Value 2 1,1
Total 175 100,0

Table 1: Structure of the sample
(Source: Own researchsit)

The collected data are largely valid, with the exception of a small number of missing values for
age (0.6%) and gender (4%). The overall validity of the sample can be considered sufficient for
basic analysis. On the other hand, the main limitation lies in the reliability and
representativeness of the sample. The imbalance in the distribution of respondents may affect
the generalizability of the results. The data presented in the table are not sufficiently
representative in terms of geographical distribution, age groups, and gender. When interpreting
the results, it is necessary to take into account the potential level of bias caused by the uneven
representation of certain groups (e.g., a higher number of respondents from the Slovak Republic
and fewer older respondents).
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6.1. Respondents’ Views on the Russia—Ukraine Conflict

The following table summarizes respondents’ answers in three areas: the perception of
responsibility for the conflict, opinions on the withdrawal of foreign companies from the
Russian market, and agreement or disagreement with the sanctions imposed on the Russian
Federation. It should be noted that the presented data were collected in 2024, and therefore, the
information may differ today due to the evolving situation.

What is your perception of the Russia-Ukraine conflict?
Frequency Percentage
Valid I am on the s%de of Ukraine . . 89 50,9
number I am on the side of the Russian Federation 27 15,4
I hold a neutral position 59 33,7
What is your opinion on companies withdrawing from the Russian market?
Frequency Percentage
I have no opinion 28 16,0
Valid St.rongly disagree 14 8,0
number Disagree 24 13,7
Agree 39 22,3
Strongly agree 69 39,4
Missing Value 1 0,6
To what extent do you agree with the sanctions imposed on the Russian Federation?
Frequency Percentage
I have no opinion 29 16,6
Valid St.rongly disagree 17 9,7
number Disagree 28 16,0
Agree 33 18,9
Strongly agree 68 38,9
Total 175 100,0

Table 2. Respondents’ Views on the Russia—Ukraine Conflict
(Source: Own researchsit)

The results show that regarding the question on the perception of the Russia—Ukraine conflict,
the majority of respondents (50.9%) support Ukraine, while 15.4% side with the Russian
Federation and 33.7% adopt a neutral stance. In the case of the question about the withdrawal
of companies from the Russian market, most respondents expressed agreement, with 39.4%
strongly agreeing and 22.3% somewhat agreeing. On the other hand, 21.7% disagreed
(including partial disagreement), and 16% of respondents had no opinion on this issue. The data
for this question include one missing value (0.6%), which does not significantly affect the
results.Regarding the question on sanctions against the Russian Federation, the trend is similar
— 38.9% of respondents strongly agree with them, and 18.9% somewhat agree, while 25.7% (a
combination of disagreement and partial disagreement) are opposed. A neutral stance or no
opinion on this question was reported by 16.6% of respondents. Overall, the results indicate
prevailing support for Ukraine, the withdrawal of companies from the Russian market, and the
imposition of sanctions. The data are largely complete and provide a solid basis for further
analysis, although their representativeness may depend on the composition of the sample itself.

6.2 Respondents’ Attitudes Towards Brands

In the following part of the survey, we focused on how respondents perceived selected brands.
Considering the nature and scope of the research, we concentrated on four brands in total.
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On one side, there were brands (Telegram, Burger King) that decided to continue operating in
the Russian market, and on the other side, there were Facebook and McDonald’s, which chose
to withdraw.

Brand Statement Average SD
After deciding to leave the Russian market, the brand
. . 2,63 1,41
will appear more valuable in my eyes.
McDonald’s If the brgnq did not leave the Russian market, I would 3.9 1.26
stop or limit my purchases.
The brand’s decision to leave the Russian market will
2,99 1,43
ensure my greater loyalty.
After deciding to leave the Russian market, the brand
. . 3,34 1,36
will appear more valuable in my eyes.
B i If the brgnq did not leave the Russian market, I would 3,50 1.26
stop or limit my purchases.
The brand’s decision to leave the Russian market will
3,53 1,32
ensure my greater loyalty.
After deciding to leave the Russian market, the brand
. . 2,80 1,38
will appear more valuable in my eyes.
Facebook If the brgnq did not leave the Russian market, I would 3.43 124
stop or limit my purchases.
The brand’s decision to leave the Russian market will
3,14 1,37
ensure my greater loyalty.
After deciding to leave the Russian market, the brand
. . 3,43 1,27
will appear more valuable in my eyes.
Dol If the brgnq did not leave the Russian market, I would 3.53 1.26
stop or limit my purchases.
The brand’s decision to leave the Russian market will
3,50 1,33
ensure my greater loyalty.

Table 3. Respondents’ attitudes towards brands (1 — strongly agree, 5 — strongly disagree)
(Source: Source: Own researchsit)

The table shows the perception of brands (McDonald’s, Burger King, Facebook, Telegram)
after their decision to leave or remain on the Russian market. For McDonald’s, respondents
perceive the brand as more valuable if it decides to leave Russia (average rating 2.63), while
the decision to remain on the Russian market leads to a slightly negative perception of brand
value and lower loyalty (average rating 3.29). A similar trend can be observed with Facebook,
where exiting the market results in a higher perceived brand value (2.80), whereas the decision
to stay on the Russian market triggers a less positive reaction (3.43). Conversely, for brands
like Burger King and Telegram, respondents expressed higher ratings if the company decides
to remain on the Russian market (average rating around 3.5), suggesting that these brands did
not gain as much support as McDonald’s for exiting the market. In both cases, leaving Russia
would result in a significant reduction in usage. Overall, the decision to leave the Russian
market is perceived more positively in terms of brand value and loyalty; however, the reactions
vary depending on the specific brand. The results of the statistical analysis of Hypothesis 1
confirmed that individuals’ attitudes toward the Russia—Ukraine conflict have a significant
impact on their evaluation of brand exits from the Russian market (p < 0.05). Respondents
supporting Ukraine had an average score of 1.871 (SD = 0.9124), indicating strong agreement
with brand exits. Neutral respondents had an average score of 3.297 (SD = 1.1185), suggesting
a balanced stance with slight disagreement or neutrality. Respondents siding with the Russian
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Federation had the highest average score of 4.222 (SD = 0.8697), indicating strong
disagreement with brand exits. These findings confirm that respondents’ political attitudes
toward the conflict significantly influence their perception of brand decisions. Those supporting
Ukraine view brand exits as a positive and supportive action, reflecting their stance toward
Russia and solidarity with Ukraine. On the other hand, respondents siding with the Russian
Federation hold a negative view of brand exits, likely due to their support of the political regime
and opposition to Western sanctions. Neutral respondents, who lack a clearly defined stance,
show a more moderate attitude, with opinions spread between supporters and opponents of
brand exits. This suggests that even neutral individuals are influenced by their political views,
which may shape their perception of corporate decisions. When testing Hypothesis 2, we
applied the Kruskal-Wallis test, which showed a statistically significant difference between
groups (H=158.429, df =4, p<0.0001). A p-value below 0.05 indicates a statistically significant
difference between groups in their preference for brands that left the Russian market. These
results confirm that respondents’ attitudes toward sanctions against the Russian Federation
affect their perception and preference for brands that decided to exit the Russian market. The
results support the hypothesis that consumers who agree with the sanctions perceive brands that
left Russia as more preferable. Respondents who fully support sanctions have the lowest mean
rank, indicating the highest preference for brands that exited Russia. This trend can be
interpreted as a reflection of their political stance, viewing brand exits as a form of support for
sanctions and a morally correct decision. Conversely, respondents who disagree or rather
disagree with sanctions show lower preferences for brands that exited the Russian market.
Based on these results, we can conclude that political attitudes — specifically, agreement with
sanctions against the Russian Federation — significantly affect the perception and preference
of brands that left Russia. Respondents who oppose or only slightly support sanctions perceive
these brands less positively, whereas those who fully support sanctions are strongly inclined to
support brands that left the Russian market. This finding may be valuable for brands deciding
whether to remain in or withdraw from Russia, as consumer preferences are inherently linked
to their political attitudes. For Hypothesis 3, we also used a non-parametric Chi-square test. All
p-values (Pearson Chi-square, likelihood ratio, and linear-by-linear association) are greater than
0.05, indicating no statistically significant relationship between respondents’ educational level
and their attitude toward sanctions against Russia at the 0.05 significance level. This result
suggests that the respondents’ education does not influence their attitude toward sanctions, at
least within this specific sample.

6.3 Consumer attitudes toward brands that remained or exited the Russian market

The results obtained from the attitude scales demonstrate how respondents perceive brands that
stayed on the Russian market and those that left. For brands that remained, a trend of less
positive attitudes toward their purchase and preference is evident.

Decision Statement Average SD
I will stop buying them. 3,14 1,32
Sipied gniie I will 1.imit the purchase f)f this' brand. 2,89 1,40
market My attitude towards buying will not change. 2,76 1,36
I will prioritize this brand when making a selection. 3,64 1,31
I will only buy such brands. 3,84 1,27
Commitment to moral standards. 2,46 1,40
Left the Brand standing; Corporate image. 2,50 1,31
market Relevance for Western shoppers. 2,61 1,29
Potential to capitalize on a "strong" narrative/theme. 2,52 1,31
Brand timidity; Lack of courage. 3,05 1,33

Table 4. Consumer attitudes toward brands that remained or exited the Russian market
(1 = agree, 5 = disagree) / (Source: Own research)
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For the statement “Remained [I will no longer purchase them]”, the average rating reached 3.14,
indicating that respondents are currently less willing to stop purchasing these brands. Similarly,
the statement “Remained [I will reduce my purchases of such a brand]” had an average rating
of 2.89, again suggesting a slightly negative attitude. However, the attitude towards the
statement “Remained [my purchasing attitude will not change]” was significantly more positive
(2.76), indicating that a large portion of respondents do not perceive the decision to remain on
the Russian market as a significant barrier to purchasing these brands. On the other hand, for
brands that left the Russian market, the scores related to moral and reputational factors were
relatively low. For example, the statement “Brand exit [moral obligation and upholding moral
values]” reached an average rating of 2.46, suggesting that leaving the market is perceived as
the right action in line with moral principles. Likewise, responses to statements related to
prestige (2.50) and attractiveness to Western consumers (2.61) indicate a positive attitude
towards brand exits. Conversely, the statement “Brand exit [fear, brand cowardice]” received a
higher average rating of 3.05, suggesting that not all respondents view this decision as a
courageous one. Overall, it can be concluded that leaving the Russian market is perceived more
positively in terms of moral and reputational reasons, whereas brands that remained face greater
challenges in terms of consumer preference.

4. CONCLUSION

The results of this research provide valuable insights into respondents’ attitudes toward the
Russia—Ukraine conflict and its impact on the perception of brands that either withdrew from
or remained in the Russian market. The collected data are largely valid, although certain
limitations regarding the representativeness of the sample should be acknowledged, as they may
affect the generalizability of the findings. The research sample shows some imbalances in
geographical distribution, age groups, and gender, which could lead to slight distortions in the
results. Despite these limitations, the data may be considered a sufficiently robust basis for
further analysis. The findings indicate that the majority of respondents support Ukraine and
agree with the withdrawal of foreign companies from the Russian market, as well as with the
imposition of sanctions on the Russian Federation. These attitudes correlate with strong support
for brands that chose to exit the Russian market. Respondents who support Ukraine or the
sanctions tend to perceive brand withdrawal as a positive step. Conversely, those who support
the Russian Federation exhibit a more negative attitude toward such withdrawals. The analysis
of respondents’ attitudes toward four selected brands — McDonald’s, Burger King, Facebook,
and Telegram — revealed that withdrawal from the Russian market is perceived more positively
in terms of brand value and loyalty. This trend was particularly evident for McDonald’s and
Facebook, which, unlike Burger King and Telegram, received more favorable evaluations when
they decided to leave the Russian market. In this regard, the hypothesis that attitudes toward
the Russia—Ukraine conflict significantly influence brand perception was confirmed, with
respondents siding with Ukraine strongly supporting the withdrawal of brands, while
respondents siding with the Russian Federation rejected it. Statistical analyses, specifically the
Kruskal-Wallis test and Chi-square test, confirmed significant differences between respondent
groups in their preferences for brands that withdrew from the Russian market. Respondents
who supported the sanctions expressed the highest preference for brands that left Russia. These
results demonstrate that respondents’ political attitudes influence their brand preferences and
decision-making. The research suggests that brand decisions concerning their presence in the
Russian market can have a significant impact on consumer perception, with such decisions
being closely intertwined with individuals’ political views and values. Brands that decided to
exit Russia are perceived as morally right, while those that chose to remain face challenges in
customer loyalty and preferences. These findings may serve as valuable insights for companies
deciding on their business activities and their perception in international markets.
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In conclusion, respondents’ attitudes toward political events and their perception of brands are
interconnected, highlighting the need for brands to adapt their strategies in line with the political
and moral values of their consumers. At the same time, these findings open new avenues for
further research that could focus on deeper analyses of consumer behavior in the context of
geopolitical events.
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ABSTRACT
We are starting a comprehensive exploration of event tourism, aiming to cover its definition,
historical development, key research areas, methodologies, various event types, impacts,
challenges, emerging trends, and underlying theoretical frameworks. Our initial focus will be
on establishing a clear definition and understanding the core characteristics of event tourism,
drawing primarily from our book, Event Management, academic and authoritative tourism
sources.
Initial Focus: In the book, Event Management our initial efforts where concentrate on
establishing a clear understanding of what event tourism entails. Wer looking for definitions,
key characteristics, and the overall breadth of the field to lay a solid foundation for the
subsequent research of our.
Metods: Tourism research utilizes a diverse array of methodologies, encompassing both
traditional geographical methods like observation, analysis, and synthesis, alongside specific
quantitative and qualitative approaches. We are using also in our book, Interview Methods,
Semistructured interviews, Focus Group, Qualitative Methods, Content Analysis of Documents,
etc. For the purposes of this scientific work, we also used these methods: Big Data: Utilizing
large datasets to uncover patterns and insights. Sentiment Analysis: Analyzing textual data to
determine emotional tone or sentiment expressed by stakeholders. Ethnographic Approaches:
In-depth qualitative methods involving observing and interacting with participants in their
natural environment. Choice Modeling: Used to test new ideas and examine how people value
festivals and events. Longitudinal Assessment: Needed for studying festival evolution to
understand environmental influences over time. There is a strong call for greater
interdisciplinarity and the avoidance of a single epistemological paradigm dominating the
research. And we certainly tried to investigate the way in which education is carried out at
universities, how programs for a specific field are developed and future career educators are
trained.New research methods are also needed to address emerging event formats, such as
virtual and hybrid events.
Keywords: Tourism, Culture, Event, Progress in Tourism Management, Education

1. INTRODUCTION: REFINING UNDERSTANDING OF EVENT TOURISM

We've made good progress in defining event tourism, understanding its core characteristics,
and identifying various event types. We 've learned that event tourism is a specialized sector
focused on attracting visitors through planned events, aiming to maximize tourist-driven
income and promote destinations. It involves collaboration among community, industry, and
government, and distinguishes between 'event tourists' (overnight stays) and 'event visitors'
(day-trippers).
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The field is closely linked to event management, which focuses on the planning and execution
of events, while event tourism leverages these events for broader tourism objectives. We've also
gathered a solid list of event categories, including cultural, sports, business (MICE), music, and
religious events.

2. EVENT TOURISM: DEFINITION, EVOLUTION, AND RESEARCH

This paper provides a comprehensive examination of event tourism, delineating its core
definition, tracing its historical trajectory, analyzing its diverse impacts, and surveying key
areas of academic inquiry. It establishes event tourism as a specialized and rapidly expanding
sector within the broader tourism industry, strategically designed to attract visitors through
planned events such as sporting tournaments, conventions, and cultural festivals. The sector's
evolution from ancient gatherings to a formalized academic discipline in the late 20th century,
and today 21st underscores its increasing strategic importance as a tool for economic
development and holistic regional advancement. While offering substantial economic,
sociocultural, and environmental benefits, event tourism also presents challenges that
necessitate careful planning and ongoing research. The Thomson (Marko Perkovi¢) concert in
Zagreb and in City of Sinj in 2025 is a good example of how events should be managed well.
In Zagreb, because of the 500,000 sold tickets for the concert at the Hippodrome, the capital of
Croatia, in Sinj, without exaggeration, part of Dalmatia, was paralyzed for several hours. The
paper highlights the methodological maturation of event tourism studies, the shift towards
human-centric and destination-centric research, and the growing recognition of sustainability
and technology as intertwined, cross-cutting themes shaping its future. So why is it so difficult
to master the demands of management and manage events well when we are aware of the great
benefits of them?

2.1. Defining Event Tourism: Core Concepts and Characteristics

Event tourism is fundamentally a specialized sector of tourism, strategically focused on
attracting visitors through meticulously planned events. These events encompass a wide array
of activities, including major sporting tournaments, professional conventions, and vibrant
cultural festivals. At its core, event tourism functions as a proactive promotional mechanism,
centered on a singular, organized event, with the overarching aim of maximizing tourist-driven
income in both immediate and long-term contexts. This sector is recognized as one of the most
dynamic and high-income segments within the contemporary tourism industry. Its
distinctiveness lies in its diverse content, multifaceted functions, and varied purposes, with
events globally holding profound social, economic, cultural, historical, sports, and business
significance. The consistent emphasis on event tourism's role in generating substantial revenue
and its characterization as a "high-income direction" that can bring "colossal income to the
region" illustrates its deliberate, proactive, and competitive nature in urban and regional
economic development. This suggests that governments and destination management
organizations (DMOs) are increasingly investing in the acquisition and creation of events,
viewing them as critical infrastructure for sustained economic growth and competitive
positioning in the global tourism market. Beyond direct financial gains, event tourism
contributes significantly to the broader development of a region. It stimulates infrastructure
improvements, enhances socio-economic conditions, promotes scientific and innovative
achievements, creates direct economic opportunities for local artisans to sell goods, and helps
cultivate a positive, creative image for host locations. The comprehensive nature of these
benefits indicates that event tourism is not merely an economic activity but a powerful catalyst
for holistic regional development, impacting social, cultural, and even intellectual capital.
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Consequently, event tourism strategies should be integrated into wider urban planning, cultural
policy, and economic diversification efforts, rather than being confined solely to the tourism
sector, to unlock greater long-term value and foster more resilient communities. Furthermore,
event tourism acts as a unifying force, drawing together individuals with diverse interests and
motivations, thereby enriching the social fabric of host communities. A crucial distinction
within this field is made between "event tourists" and "event visitors". Event tourists are defined
as individuals who stay overnight in the host city for at least one night, while event visitors
attend for only part of a day. Both categories represent valuable sources of tourist income,
though the tactics required to promote events effectively to each group may differ significantly.

2.2. Distinction between Event Tourism and Event Management

Event tourism is intrinsically linked to event management, which is defined as the systematic
process by which any event is meticulously planned and produced. Event management is, in
essence, a prerequisite for the successful development and execution of tourist events. The
operational aspects of event planning, a core component of event management, involve
meticulous attention to budgeting, adherence to timelines, navigating legal considerations, and
coordinating complex logistics. Academic programs in International Events Management
typically cover a broad curriculum, including event concept development, production planning,
client and stakeholder engagement, legal and financial aspects, hospitality integration, and
creative direction. In contrast, International Tourism Management emphasizes strategic
leadership within the broader tourism sector. Its curriculum encompasses tourism systems,
economics, sustainability, policy, destination management, service excellence, digital
transformation, and global traveler behavior. While both are vibrant and interconnected
industries that drive global connectivity, cultural exchange, and economic growth, they demand
distinct skill sets and cater to different professional aspirations. The clear delineation of "focus
areas" and "career pathways" for each field demonstrates that these are not interchangeable
domains. Event management represents the operational execution, while event tourism signifies
the strategic leveraging of events for broader destination objectives. This distinction implies
that effective event tourism necessitates a highly collaborative and integrated approach between
event management professionals, who ensure operational excellence, and tourism strategists,
who align events with destination branding and economic goals. A lack of synergy can result
in well-executed events that fail to deliver significant tourism benefits, or ambitious tourism
strategies that lack the operational capacity for successful event delivery.

Historically, the academic literature on events, particularly event management, has experienced
an "explosion" since the 1990s, paralleling the global proliferation of diploma and degree
programs in the field. The term 'event tourism' itself gained widespread recognition more
recently, becoming inclusive of all planned events within an integrated development and
marketing approach. The emergence of specialized research journals, such as Festival
Management and Event Tourism (later renamed Event Management), beginning in 1993,
further illustrates the growing formalization of this academic discipline. This indicates that
event tourism, as a distinct academic field, is relatively young but rapidly maturing. As a
nascent but growing academic discipline, event tourism research is still actively developing its
theoretical frameworks and methodologies, presenting significant opportunities for
interdisciplinary exploration and innovation. This also suggests a potential lag between rapid
industry developments and comprehensive academic insights, highlighting the need for closer
practitioner-researcher collaboration to bridge this gap. Notably, some academic texts, such as
Getz (2005), have begun to explicitly combine both event management and event tourism
within their scope, reflecting the increasing recognition of their interconnectedness.
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3. THE HISTORICAL EVOLUTION OF EVENT TOURISM

3.1. Ancient Roots and Early Forms of Event-Driven Travel

The fundamental principles of event tourism can be traced back to antiquity, demonstrating a
long-standing human inclination for event-driven travel. Historical records indicate that
gatherings such as the original Olympic Games in ancient Greece served as powerful
attractions, drawing people from diverse cultures into a shared social environment. These early
iterations of large-scale events transcended mere competition, fostering cultural exchange and
social interaction. Similarly, during the Middle Ages, festivals like jousting tournaments and
various religious celebrations played a comparable role, motivating travel and facilitating
communal interaction. A key characteristic of these early events was their inherent ability to
generate additional income for local vendors and merchants, showcasing the economic benefits
of event-driven gatherings even in ancient times. The ancient history of tourism also includes
significant discussions of structures and events, as well as the widespread practice of religious
tourism and pilgrimages across different cultures. During post-classical times (500-1500 AD),
travelers frequently undertook long and arduous journeys specifically to visit religious shrines
and sacred sites, underscoring the enduring human motivation for travel rooted in shared
experiences and beliefs. The consistent presence of event-driven travel from ancient Olympic
Games and medieval religious festivals to modern events suggests a fundamental and enduring
human motivation for such journeys. This motivation extends beyond mere leisure,
encompassing social interaction, cultural exchange, religious devotion, and competitive spirit.
The economic benefits for local vendors also demonstrate a timeless symbiotic relationship
between events and local commerce. Understanding these deep-seated, persistent human
motivations can inform contemporary event design and marketing, emphasizing community,
shared experiences, and cultural authenticity to ensure long-term appeal and resilience,
transcending fleeting trends.

3.2. Emergence of Modern Event Tourism (19th and 21st Centuries)

The 19th century marked a significant turning point, as event tourism began to adopt a more
international scope with the advent of large-scale international events. Notable examples
include the World's Fair, which commenced in London in 1851, and the modern incarnation of
the Olympic Games, which started in Athens in 1896. The World Fairs of the 1850s were
particularly influential, attracting millions of visitors and playing a crucial role in promoting
international travel and cultural exchange. These events also underscored the critical
importance of robust infrastructure, such as transportation and accommodation, to support
large-scale tourism. The foundation for the modern tourism industry was further solidified by
pioneers like Thomas Cook, whose organized tours, beginning in 1841, revolutionized travel
by making it more accessible to the general public. Cook's initiative laid the groundwork for
the modern tourism industry, democratizing travel and setting standards for future travel
agencies and tour operators. The formal conceptualization of tourism as a distinct economic
driver began to emerge in discussions, such as a meeting in Austria in 1884, marking a pivotal
moment in recognizing tourism as a field worthy of study and development. In the 20th and
21st centuries, tourism evolved into a major growth industry, significantly stimulating
economies in communities of all sizes. The academic recognition and standardization of
tourism were notably advanced by the AIEST's provision of the first official definition of
tourism in 1942, which provided a framework for researchers, policymakers, and industry
professionals. However, it was only in the late 20th century that the concept of event tourism
gained recognition as a specific field of study. The International Special Events Society (ISES)
was founded in 1987, signaling a growing professionalization of the sector, and the academic
literature on events has expanded dramatically since the 1990s.
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The rise of modern event tourism is inextricably linked to broader developments in the 19th
and early 20th centuries, such as Thomas Cook's organized tours and the impact of the
automobile on travel dynamics. These innovations facilitated mass travel, making events
accessible to a wider demographic. Despite its ancient roots, the formal recognition of "event
tourism as a specific field of study" only occurred in the "late twentieth century," with an
"explosion" in literature since the 1990s. This delayed formalization, compared to the earlier
formal definition of general tourism in 1942 , suggests that the strategic leveraging of events
for destination development, and its complex multi-sectoral implications, only became
sufficiently apparent and distinct to warrant dedicated academic inquiry relatively recently. As
a younger academic discipline, event tourism offers significant opportunities for novel research
and theoretical development. This also implies that industry practice might sometimes outpace
academic understanding, necessitating continuous dialogue and collaboration between
practitioners and researchers to address emerging challenges and opportunities.

4. TYPOLOGIES AND SCOPE OF EVENT TOURISM

4.1. Classification of Events in Tourism

Events within event tourism are broadly classified based on their form, content, and scale.
Common content-based classifications include cultural celebrations, arts and entertainment,
business and trade events, sports competitions, recreational activities, educational and scientific
gatherings, political and state events, and private events. These categories reflect the diverse
purposes and programs of planned events, ranging from public celebration to competition,
entertainment, or business networking. From a scale perspective, events are often categorized
as occasional mega-events, periodic hallmark events, regional events, and local events. Mega-
events, such as the Olympic Games, FIFA World Cup, and World Fairs, are characterized by
high levels of tourism, extensive media coverage, significant prestige, and substantial economic
impact for the host destination. They often involve a bidding process and can have major
positive and negative effects due to their immense scale. Special events are typically one-time
or infrequent occurrences, planned to mark a specific ritual, presentation, performance, or
celebration, such as national days or royal weddings. Hallmark events possess significant
tradition, attractiveness, quality, or publicity, providing a competitive advantage and becoming
synonymous with their host location, like the Carnival of Brazil or Oktoberfest. Festivals are
public celebrations that convey specific meanings through a kaleidoscope of activities, often
featuring music, dance, and drama. The city of Varazdin is also famous for the Spancir Fest and
the Varazdin Baroque Evenings, but the Dubrovnik Summer Festival, Dubrovnik Summer
Games, certainly stand out for their uniqueness and world-class establishment. Local
community events are generated primarily for and by locals, though they may also attract
visitors. Specific types of tourism events also include Cultural or Festival Event Tourism Fairs,
Sports Event Tourism, Business Events (MICE — Meetings, Incentives, Conferences,
Exhibitions), Music and Entertainment Events, Spiritual and Religious Tourism, and Travel
Trade Shows. Business Events (MICE) are a more focused subset, often attracting wealthier
attendees who spend more, and are typically held in corporate-developed urban areas. The
existence of multiple classification systems (by content and by scale) indicates that destinations
do not simply host isolated events but strategically manage an "event portfolio." Different event
types serve distinct strategic objectives: mega-events for global branding and large-scale
economic impact, hallmark events for recurring identity and sustained visitation, and local
events for community engagement and niche tourism. This suggests a sophisticated, multi-
tiered approach to event development. Effective destination management requires a nuanced
understanding of how each event typology contributes to overarching tourism goals.
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This necessitates a coordinated strategy for event bidding, creation, and promotion, balancing
high-profile, high-impact events with smaller, more localized ones to achieve diverse benefits
and manage potential negative externalities. The specific economic characteristics of Business
Events (MICE) are particularly noteworthy. These events are highlighted as a "more limited
and focused subset" where attendees are "wealthier than a typical leisure visitor and are
anticipated to spend more money". They are also more likely to be held in "heavily developed
for corporate purposes (cities, industrial regions, etc.)". This distinction suggests that MICE
tourism is not merely another event type but a strategically distinct and highly lucrative segment
that warrants specialized infrastructure, marketing, and policy attention. Destinations aiming
for high-yield tourism should prioritize developing infrastructure and services tailored to the
MICE sector. This segment offers significant economic returns per visitor, even if the overall
volume of visitors is lower than, for example, a major cultural festival, thus requiring distinct
development and marketing strategies.

4.2. Factors Contributing to Event Tourism Growth

The growth of event tourism is driven by a confluence of interconnected factors. Strong
economic conditions serve as a significant underlying driver, influencing both the capacity of
destinations to host events and the propensity of individuals to travel for them. The inherent
attractiveness of a destination, characterized by unique natural landscapes, rich cultural
heritage, historical sites, and modern infrastructure, is crucial for drawing visitors. Events
organized in popular tourist destinations or those with distinctive appeal tend to attract more
attendees, leading to increased demand for event tourism experiences. Effective marketing and
promotion strategies are vital for stimulating growth. These encompass creative advertising
campaigns, targeted online marketing, robust social media presence, and strategic
collaborations with influencers to generate buzz and awareness, thereby attracting larger
audiences. Strategic partnerships with travel agencies, airlines, and hotels further aid in
promoting events and boosting attendance. The interplay between the inherent "pull" factors of
a destination or event and these strategic "push" factors is critical. While the uniqueness,
reputation, and cultural significance of an event or location naturally attract visitors , deliberate
and sophisticated strategic efforts are essential to amplify interest, convert it into visitation, and
sustain growth. This demonstrates that destinations cannot rely solely on the intrinsic appeal of
their events or locations; proactive and innovative marketing, robust infrastructure
development, and strategic collaborations are crucial to compete effectively in the global event
tourism market and ensure sustained growth. Shifts in consumer preferences play a critical role
in driving market expansion. Contemporary travelers increasingly seek unique and immersive
experiences, such as music festivals, sports competitions, cultural celebrations, and culinary
events, that align with their specific interests. This indicates a fundamental evolution in tourist
motivations, moving beyond passive consumption to active, personalized, and ethically
conscious engagement. Furthermore, the growing consciousness regarding environmental
impact means that sustainability practices have become a significant market driver, attracting
environmentally conscious attendees who prioritize eco-friendly initiatives, local culture
promotion, and waste minimization. Event organizers and destinations must adapt their
offerings to meet these evolving demands; events that prioritize authenticity, immersion, and
demonstrably sustainable practices will gain a competitive advantage, driving innovation in
event design and responsible tourism development. This suggests a move towards more niche,
values-driven event offerings. Hosting high-profile events significantly enhances destination
promotion and branding, attracting media attention and providing an opportunity for the
destination to showcase its attractions, culture, and hospitality. Positive exposure through event
coverage can lead to increased tourism beyond the event period, as attendees may be inspired
to return for future visits or recommend the destination to others.
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Events also stimulate local spending across various sectors, including accommodation, food
and beverage, transportation, and retail services, and can extend the average length of visitor
stays. They contribute to job creation, both short-term and long-term, and generate tax revenue
for local and national governments. Community engagement and pride , and the development
of infrastructure are also key contributors to growth. The reputation and prestige associated
with an event, along with the accessibility and existing infrastructure of the destination, act as
powerful pull factors for event tourists. Political stability and safety are also crucial, as
instability and security concerns can deter attendance. Emerging trends include increased
attention to small-scale and cultural events, and a growing focus on marketing, consumer
behavior, tourist experience, and the role of technology. The importance of human resources in
event management is also gaining recognition as a critical factor for successful event tourism.

5. IMPACTS OF EVENT TOURISM

Event tourism, while a powerful driver of visitation and economic activity, exerts multifaceted
impacts across economic, sociocultural, and environmental domains. These impacts are often
dual-sided, presenting both significant benefits and considerable challenges for host
destinations and their communities.

5.1. Economic Impacts

Event tourism serves as a potent economic engine, generating substantial revenue for local
businesses such as hotels, restaurants, transportation services, and vendors, while also creating
numerous job opportunities for residents. It is strategically designed to maximize tourist-driven
income in both the short and long term. The sector has demonstrated stable growth in income,
with figures rising significantly; for instance, income increased from $920 million to $1.27
billion between 2019 and 2023. Large-scale events, in particular, have the potential to bring
colossal income to host regions and cities. Specific economic benefits include increased foot
traffic boosting local retail sales, elevated hotel occupancy rates (particularly in cities hosting
popular festivals), and enhanced local tax revenue, which can be reinvested into the community
for public services. Economic impacts are categorized into direct effects, which occur from
visitor spending on accommodation, food, entertainment, and retail items; indirect effects,
which are seen in increased demand within supply chains and investment in tourism offerings;
and induced spending, which refers to the re-circulation of tourist money within the community
as locals spend their tourism-derived income on other local goods and services. This multiplier
effect demonstrates a positive ripple throughout the local economy. Direct income from the
concert of M. Perkovi¢ Thomson in the city of Zagreb, was confirmed by tax administration
data - caterers issued more than 480 thousand invoices on the day of the concert in the
metropolis. They collected almost 9,620,000 euros. That is 203% more than on the same day a
week before. The singer's team has not yet provided the total cost of the organization. It is
estimated that they earned around 16 million euros from tickets alone. But that is not the only
source of income. They previously stated that they stopped adding up the costs after the figure
of 12 million.

However, event tourism also carries negative economic consequences. Events can lead to
increased living costs for local residents and heightened business competition, potentially
making goods and services unaffordable during peak seasons. Tourism-related jobs are often
seasonal and may be low-paying, offering limited long-term stability for the local workforce.
There is also a significant risk of "leakage," where a substantial portion of revenues generated
by tourism leaves the host community due to foreign ownership of businesses or the hiring of
non-resident seasonal workers.
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While the potential for economic benefit is high, the actual distribution and retention of that
benefit within the local community are not guaranteed and can be undermined by these
structural issues. Sustainable event tourism strategies must actively implement measures to
minimize leakage, such as promoting local sourcing, supporting local entrepreneurship, and
ensuring fair wages for local workers. Proactive policies are also needed to manage rising living
costs to prevent negative impacts on residents and ensure equitable distribution of benefits. The
clear presentation of both positive and negative economic impacts highlights a critical paradox:
the very success of event tourism in generating economic growth can simultaneously create
adverse conditions for the local population. This includes price increases for tourist items and
conflicts of interest among investors. This indicates that if not managed carefully, economic
growth can lead to resentment or displacement among residents. Therefore, event tourism
planning requires a balanced approach that goes beyond maximizing revenue. It must prioritize
inclusive economic development, ensuring that the benefits are widely shared within the
community and that negative externalities on local residents are actively mitigated through
thoughtful policy and community engagement.

5.2. Sociocultural Impacts

The sociocultural impacts of event tourism are complex and multifaceted, affecting both visitors
and host communities. On the positive side, events foster cultural exchange and social
interaction, promoting community development, particularly in rural areas. They contribute to
a heightened sense of community pride, allowing locals to showcase their heritage and fostering
a shared sense of identity. Events also provide valuable opportunities for local merchants and
artists to showcase and sell their products and culture, stimulating interest in local crafts and
traditions. Event tourism can provide financial incentives for the preservation of cultural
histories, heritage sites, and customs, thereby contributing to cultural revitalization. Conversely,
event tourism can lead to the "commodification of culture," where cultural traditions and
artifacts are utilized for commercial profit. While this can create jobs for local craftsmen and
generate tourist interest in traditional arts, critics argue it may lead to the destruction or dilution
of pre-tourist cultures and contribute to social problems such as drug abuse, crime, prostitution,
and the growth of capitalist and consumer values. This highlights a fundamental tension: the
economic incentive to preserve and promote culture for tourism can inadvertently lead to its
alteration or dilution, transforming authentic practices into marketable products. Event tourism
strategies must navigate this delicate balance by prioritizing authentic cultural experiences,
ensuring that local communities retain control over their cultural narratives, and implementing
policies that prevent over-commercialization. Strong community participation is essential to
safeguard cultural integrity and ensure that tourism serves as a vehicle for preservation rather
than erosion. The "demonstration effect" suggests that local inhabitants may imitate the
behavioral patterns of tourists, often driven by a desire to improve social status by adopting
consumption patterns of those perceived as higher on the social scale. However, this theory is
criticized for implying cultural weakness and overlooking other influences like advertising and
media, and for failing to acknowledge that all cultures are in a continuous state of change.
"Community participation," involving collaboration among local members to achieve common
goals and improve their local area, is crucial for strengthening communities, fostering a sense
of belonging, and making tourism more authentic. Active local involvement can maximize
positive impacts and minimize negative ones by ensuring that local voices are heard in planning
processes. "Acculturation," the process by which a local culture modifies itself by borrowing
from more dominant (often tourist) cultures, can lead to dramatic shifts in social structure and
worldview. This process is sometimes criticized for contributing to the "homogenization of
cultural differences" and the decline of traditional societies.
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Other negative impacts include potential friction between local groups due to differing social
and moral values, a correlation with rising delinquent behaviors and crime rates (e.g., rowdy
behavior, alcohol/drug use, loud noise), disruption from crowding and increased traffic, and the
emergence of "tourism fatigue" or "anti-tourism sentiment" among residents. The importance
of resident satisfaction for long-term sustainability is paramount, as demonstrated by the
potential for negative social friction if residents perceive more burdens than benefits. Event
tourism planning must therefore adopt a community-centric approach, prioritizing the well-
being and active involvement of local residents, including effective visitor management
strategies, transparent communication about impacts, and equitable distribution of benefits to
ensure that events contribute positively to the quality of life for all stakeholders.

5.3. Environmental Impacts

Event tourism presents a complex environmental profile, capable of both positive and negative
effects. On the positive side, it can raise environmental awareness among attendees and locals,
encourage sustainable behaviors, and support local conservation initiatives through funding or
direct engagement. Our previous research was related to the establishment of cultural and
national identity, both Croatian and European, and the thesis of its negation. The main findings
of our research show that Croatia does not have a recognizable identity in the world, and that
Croats themselves do not know for sure what the elements of national identity are. Although
the value of the Croatian brand has been growing over the years, it still lags significantly behind
the strongest brands of countries such as the United Kingdom or Germany. What two recent
concerts have highlighted for us, is this actually an expression of the negation of identity?
However, the overall impact is generally negative. Increased tourist numbers, particularly for
large events, lead to higher demands for resources such as water and electricity, and can
exacerbate waste output, energy consumption, and emissions. The construction of tourism
infrastructure, including hotels, restaurants, and roads, also contributes to direct and indirect
environmental impacts. Specific case studies illustrate these challenges: Wat Phra That Doi
Suthep, a historical site, showed the highest environmental impact (e.g., CO2 emissions,
ecotoxicity) due to its significantly larger number of visitors, leading to increased resource
consumption and waste generation. Noise and light pollution from events can disturb local
wildlife and alter their behavior, impacting delicate ecosystems. The tourism sector as a whole
accounts for approximately 5% of global CO2 emissions, with air travel contributing a
substantial 40% of tourism-related CO2. Cruise ships, a fast-growing segment, further
contribute to ocean pollution through wastewater and sewage dumping, anchor damage to
seabeds and coral reefs, and smokestack emissions. Environmental challenges like extreme
weather events and pollution also pose direct dangers to natural resources and infrastructure
vital for tourism, highlighting the vulnerability of the sector to climate change. These
observations reveal an inherent conflict between growth and sustainability. A direct correlation
exists between increased tourist numbers, a sign of growth, and heightened environmental
burdens such as higher CO2 emissions, increased waste, and resource consumption. This
implies a trade-off, where the imperative for economic growth in event tourism often directly
conflicts with environmental sustainability goals, particularly for large-scale events. Achieving
truly sustainable event tourism therefore requires more than superficial "greenwashing"; it
necessitates fundamental shifts in event design, infrastructure, and visitor behavior, potentially
including limits on visitor numbers, promoting low-carbon transport, and investing heavily in
circular economy principles. The industry faces significant pressure to contribute to net-zero
transformations. Recognizing these challenges, sustainability practices have emerged as a
significant market driver, attracting environmentally conscious attendees. This indicates that
sustainability is no longer just an ethical consideration or a regulatory burden, but a strategic
imperative that directly influences consumer choice and market competitiveness.
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Event organizers and destinations that proactively adopt and transparently communicate their
sustainable practices will gain a competitive edge in attracting a growing segment of
environmentally conscious travelers. This will drive innovation in green event technologies,
waste management solutions, and sustainable supply chains, pushing the entire industry towards
more responsible development. There is a growing focus in research on Net Zero transformation
and decarbonization of event operations , emphasizing the need for event tourism to be
integrated into a comprehensive sustainable development plan to ensure its long-term viability
and positive impact.

Table 1: Summary of Economic, Sociocultural, and Environmental Impacts of Event Tourism

Impact Category Positive Impacts Negative Impacts
Economic Revenue Generation, Increased Living Costs
Job Creation, Local for Locals, Business
Spending, Competition,
Infrastructure Seasonal/Low-Paying
Development, Tax Jobs, Leakage of
Revenue, Stable Revenue
Growth
Sociocultural Cultural Exchange, Commodification of
Community Pride, Culture, Potential for
Opportunities for Local | Social Problems (crime,
Artisans, Heritage drug abuse),
Preservation, Demonstration Effect,
Intercultural Interaction | Acculturation, Friction
Between
Locals/Tourists,
Crowding, Tourism
Fatigue
Environmental Increased Increased Waste Output,
Environmental Higher Energy
Awareness, Promotion | Consumption, Increased
of Sustainable Emissions (CO2),
Behaviors, Support for | Pollution (Air, Water,
Local Conservation Soil), Resource
Depletion, Infrastructure-
related Impacts (habitat
disruption)

6. ACADEMIC RESEARCH IN EVENT TOURISM

6.1. Common Research Methodologies and Approaches

Event tourism remains a relatively young field of study, offering significant opportunities for
in-depth exploration and methodological innovation. Academic research in this domain
employs a diverse array of methodologies, encompassing both qualitative and quantitative
approaches to gather and analyze data. Common quantitative methods include surveys, which
are widely used for collecting numerical data from a large number of respondents to understand
preferences and behaviors, and to test hypotheses. Qualitative methods, such as in-depth
interviews, provide rich insights from tourism stakeholders, while focus groups facilitate group
discussions to generate detailed data on tourist experiences or new service concepts.
Observational studies involve systematically noting tourist behaviors and interactions to
understand patterns and themes. Case studies offer in-depth analysis of specific events or
locations, providing detailed examinations of unique impacts.
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Ethnographic research provides detailed insights into cultural aspects that influence tourism
through extensive fieldwork, often involving researchers immersing themselves in the cultural
setting. There is a clear trend towards the increasing use of mixed-methods designs, combining
both qualitative and quantitative approaches, to provide a more comprehensive understanding
of complex phenomena. Advanced analytical techniques, such as Structural Equation
Modelling (SEM) and Multiple Correspondence Analysis (MCA), are also becoming more
prevalent, reflecting the growing sophistication of the field. This methodological maturation
reflects the growing complexity of the subject. The increasing adoption of varied research
approaches and advanced analytical techniques indicates a maturation of the field, moving
beyond simple metrics to capture the nuanced, contextual meanings of experiences. This
suggests that future event tourism research will increasingly demand interdisciplinary
collaboration and proficiency in a wider array of analytical tools to provide deeper, more
holistic understandings of human behavior, social dynamics, and the intricate impacts of events,
moving beyond basic economic assessments. In the era of technology and big data, innovative
research strategies are emerging. These include analyzing archival materials, leveraging online
databases, employing text mining, and conducting scientific qualitative analysis of social media
historical data. Research also increasingly explores the spatial footprint of events using passive
mobile location data from smartphones, Wi-Fi sensors, and laser sensors, allowing for detailed
analysis of visitor numbers across various spatial and temporal dimensions before, during, and
after an event. Studies comparing digital and physical cultural festival experiences also utilize
a combination of qualitative and quantitative methods to understand audience engagement in
the post-pandemic era. The mention of leveraging digital footprints and big data highlights a
significant digital transformation in research. This move from traditional survey-based methods
to utilizing digital data offers unprecedented opportunities for real-time, large-scale, and
unobtrusive data collection, providing new avenues for understanding visitor flows and
behaviors. Researchers in event tourism need to develop new ethical guidelines and robust
analytical frameworks to manage and interpret vast amounts of digital data. This shift enables
more dynamic and granular understandings of visitor behavior, spatial impacts, and real-time
sentiment, which can inform more agile and data-driven event management and policy
decisions.

6.2. Prevalent Themes and Focus Areas in Event Tourism Studies

Historically, event studies primarily focused on large-scale events such as festivals, mega-
events, and sporting events, alongside a broad exploration of sustainability's three pillars.
However, as a young and evolving field, research has expanded into a plethora of topics,
reflecting the growing recognition of the sector's complexity and diverse implications.
Emerging areas of inquiry include examining a wider range of events and their connections to
identities, particularly collective identities. There is also a deeper dive into sustainability
concepts, resource management, security considerations, the roles of various stakeholders, the
effects of events on residential populations and their legacies, and the implications of
technological advancements, notably Artificial Intelligence (Al). Research increasingly focuses
on the impacts of events on individuals, including attendee motivations, satisfaction, and
subsequent loyalty. There is an increased attention to small-scale and cultural events, alongside
a continued focus on marketing, consumer behavior, tourist experience, and the role of
technology. The importance of human resources in event management is also gaining more
attention as a critical area for investigation. Key themes in event experience research, as
highlighted by the ATLAS Event Group, include the social dimension of events (e.g., the impact
of group size on enjoyment and memories, the links between community events and social
capital, and the development of scales like the Event Social Interaction Scale - ESIS to measure
social interaction's effect on experiences).
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Research our aims have shifted beyond basic marketing to understanding the deeper meaning
and significance of event experiences, including niche areas like co-creation, gender, sexual
orientation, generational differences, racism, and spectatorship. The shift from event-centric to
human-centric and destination-centric research is a notable progression. This signifies a
profound shift from merely studying the event as an isolated entity to understanding its broader
human dimensions (attendees, residents) and its long-term, holistic effects on the destination's
identity and well-being. Future research will increasingly adopt a holistic, human-centered
approach, recognizing that the success of event tourism is not solely about visitor numbers or
economic metrics but also about creating meaningful experiences, fostering positive resident
perceptions, and contributing to sustainable community development. This necessitates greater
interdisciplinary collaboration with fields such as psychology, sociology, and urban planning.
In terms of event planning research, our key interes are identified through systematic reviews
include strategic planning, stakeholder participation and cooperation, resource and risk
planning, and sustainability principles. Popular event themes, such as cultural, seasonal,
futuristic, and historical, are also studied for their impact on marketing appeal and audience
engagement. Sustainability and technology are consistently highlighted as intertwined, cross-
cutting themes. Sustainability is a past focus, an area for "deeper dive," and a key principle in
modern planning models. Simultaneously, "technological advancements" and the "impacts of
artificial intelligence" are identified as crucial future research areas. Current industry trends
also underscore Al's role in personalization and productivity, and technology's support for
accessibility. This demonstrates that sustainability and technology are not isolated themes but
are increasingly synergistic; technology can enable more sustainable practices (e.g., smart
destination management, waste reduction), while sustainable events can leverage technology
for greater reach and impact. Research needs to explore this complex, synergistic relationship
between technology and sustainability in event tourism, investigating how Al can optimize
resource use and reduce carbon footprints, and how virtual or hybrid events can contribute to
environmental goals. This interdisciplinary focus is crucial for developing innovative,
responsible solutions to complex challenges facing the industry.

6. 3. Key Findings from Academic Research on Event Experiences and Planning
Academic research on event experiences has evolved significantly, moving from implicit
studies to more explicit and nuanced investigations of measurement and meaning, often
employing diverse approaches. Methodologies have progressed from predominantly
quantitative to incorporate qualitative and mixed methods, recognizing their value in revealing
contextual meanings related to individual well-being and communitas. A key finding is the
centrality of the social dimension of events. Studies have examined the impact of group size on
enjoyment and memories, explored links between community events and social capital, and
developed scales like the Event Social Interaction Scale (ESIS) to measure social interaction's
effect on experiences. Authenticity and immersion are strong influencers of overall event
experiences, alongside a sense of belonging, place, and atmosphere. Research also indicates
that experiences are strongly influenced by both the personal characteristics of visitors and the
contextual elements of the event, including place, design, and programming. While novelty and
entertainment elements often score highest in immersive experiences, the high cost of such
experiences can be a limiting factor. Interestingly, socialisation was not always found to be a
primary element in immersive experiences, suggesting that visitors might be deeply engaged in
their personal experience rather than seeking social interaction. The literature shows a broad
consensus on the basic components of theoretical models in tourism event planning, including
strategic planning, stakeholder engagement, resource management, and sustainability
principles. These elements are consistently emphasized due to their role in aligning events with
long-term tourism strategies and optimizing economic impacts.
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Stakeholder theory is a central framework for managing and evaluating stakeholder roles and
relationships in event tourism. Effective frameworks integrate risk management components to
address potential threats and ensure safety and successful allocation of resources. Modern
theoretical models increasingly incorporate sustainability practices, focusing on minimizing
environmental impacts and maximizing social benefits. The evolving nature of research aims
is also evident, moving beyond basic marketing and service quality objectives to analyzing the
deeper meaning and significance of event experiences. There is a growing interest in
understanding how experiences can stimulate transformations in people and event design, with
concepts like "Organic Festivity Theory" exploring immersion in collaborative activities and
cyclically aroused emotions to create transformative, liminal, and social capital-increasing
optimal experiences. This discussion on the nature of event experiences has added complexity,
opening opportunities for niche research on co-creation, gender, sexual orientation,
generational differences, racism, economics, and spectatorship.

7. CONCLUSIONS

Event tourism stands as a dynamic and increasingly vital sector within the global tourism
industry, characterized by its strategic intent to attract visitors through meticulously planned
events. Its evolution from ancient communal gatherings to a sophisticated, formalized academic
and professional field in the late 20th century underscores its growing recognition as a powerful
tool for economic development and broader regional advancement. The distinction between
event tourism, as a strategic leveraging of events for destination goals, and event management,
as the operational execution, highlights the necessity of integrated and collaborative approaches
for sustained success. The enduring human motivation for event-driven travel, evident since
antiquity, continues to fuel the sector's growth. However, the modern scale and complexity of
event tourism are deeply intertwined with the industrialization and democratization of travel
that began in the 19th century. This historical trajectory reveals that the sector's future growth
remains highly dependent on advancements in transportation, digital connectivity, and travel
affordability. Event typologies, ranging from mega-events to local community gatherings, serve
diverse strategic objectives for destinations, necessitating a nuanced approach to event portfolio
development. The specific economic characteristics of segments like Business Events (MICE)
further underscore the need for tailored infrastructure and marketing strategies to maximize
high-yield tourism. The growth of event tourism is driven by a complex interplay of destination
attractiveness, effective marketing, evolving consumer preferences for immersive and
sustainable experiences, and robust infrastructure. This indicates that proactive and innovative
strategies are essential to amplify inherent appeal and ensure sustained market competitiveness.
The impacts of event tourism are profoundly dual-sided. Economically, while it generates
substantial revenue, creates jobs, and stimulates local spending, it also poses risks of increased
living costs, business competition, and revenue leakage, necessitating policies that ensure
equitable distribution of benefits. Socioculturally, events foster community pride and cultural
exchange but can also lead to the commodification of culture, social friction, and tourism
fatigue if not managed with strong community participation and respect for local integrity.
Environmentally, despite potential for awareness, the sector contributes significantly to
resource consumption, waste, and emissions, presenting an inherent conflict between growth
and sustainability. This tension, however, also positions sustainability as a critical competitive
differentiator, driving innovation towards responsible practices. Academic research in event
tourism reflects the field's maturation, moving towards more sophisticated methodologies,
including mixed methods and big data analytics, to capture the complexity of event experiences.
A notable shift is observed from event-centric studies to human-centric and destination-centric
inquiries, focusing on individual motivations, resident perceptions, and long-term community
well-being.
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Furthermore, sustainability and technology are emerging as intertwined, cross-cutting themes,
signaling a future where innovation must actively contribute to responsible and resilient event
tourism development. The continued evolution of research in these areas is crucial for
navigating the challenges and unlocking the full potential of event tourism for global prosperity
and cultural exchange. Therefore, creating ever greater opportunities for learning about event
management will allow us to boldly and confidently put ourselves on the world map as good
event organizers and participants.
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ABSTRACT

The purpose of the paper is to investigate the attractiveness of electric cars in the eyes of
consumers in the Croatian market and to examine the possible purchase intention for electric
cars. A review of the academic literature found that there is a lack of research on consumer
attitudes towards buying an electric car. Research has largely focused on the technical features
and availability of service networks and charging stations, so this paper seeks to fill the gap in
the field of research on consumer attitudes. Quantitative survey of Croatian consumers was
conducted to investigate attitudes towards Tesla electric cars. A survey questionnaire was used
to measure the constructs of Tesla brand attractiveness, perception of environmental benefits,
perception of electric car promotion, and purchase intention of Tesla brand electric cars. The
results of the study show that Croatian consumers are familiar with the features of Tesla electric
cars, but are not yet interested enough to drive or buy one. The environmental benefits have a
positive effect on the attractiveness of Tesla-branded electric cars, which, together with
promotion has a positive effect on the intention to buy an electric car. Research limitations
include a relatively small sample in the Republic of Croatia, so future research should include
a larger number of electric car owners in a wider geographic area. This primary research
provides useful data on consumer attitudes and contributes to a better understanding of
consumer behaviour regarding electric vehicles in the region.

Keywords: Sustainable Consumers, Environment, Electric Cars, Tesla Brand

1. INTRODUCTION

The beginnings of the development of electric cars go back more than a hundred years, but the
infrastructure was not yet sufficient and there was a lack of financial resources to give these
products a significant place on the market. Nevertheless, the public was interested in electric
cars because they recognized the positive impact they would bring. With the entry into the
digital age and the greater purchasing power of consumers on the one hand, and the increasing
concern for the environment and the new knowledge of manufacturers on the other, electric
cars are becoming popular again. Various models of electric cars have been developed, from
those with modest equipment and low range to cars that can compete with the world's best
brands with a single charge and their characteristics. Electric cars have proven to be a promising
solution to address environmental concerns and reduce dependence on fossil fuels.

81



There is a lack of research in the academic literature on consumer perceptions of the
attractiveness of electric cars. Most of the academic literature focuses on production technology
(Larminie & Lowry, 2012; Zhang et al., 2018; Sanguesa et al., 2021; Ma et al., 2022; Kumar et
al., 2023), environmental and sustainability impacts (Hawkins et al., 2012; Shafique et al., 2022;
Wau et al., 2023), economic aspects (Mazali et al., 2022; Fayyazi et al., 2023) and regulatory
frameworks (Xue et al., 2021; Martin et al., 2023). From a consumer perspective, the elements
of satisfaction with battery range and available service network are the most researched
(Sovacool, 2017; Kim et al., 2017; Higueras-Castillo et al., 2021). The research problem of this
paper is to evaluate the attractiveness of electric cars among consumers and analyze their
purchase intentions. The aim of the research is to understand the attitudes, preferences and
factors that influence the decisions of potential electric car buyers in order to better understand
the market acceptance of these cars and identify possible approaches to stimulate their purchase.
The aim of the research was to determine respondents’ views on the attractiveness of electric
cars with a focus on the Tesla brand, their motivation and desire to use and buy electric cars.
The research followed the research questions: How attractive are Tesla-branded electric cars in
the eyes of consumers? How does the promotion of electric cars affect the desire to buy electric
cars? How does prior knowledge about electric cars affect the intention to buy electric cars?
How do electric cars affect the perception of possible environmental benefits? Quantitative
research was conducted using a questionnaire to obtain answers to the previously asked
questions and to determine how familiar and interested respondents are as drivers in using Tesla
electric cars. Furthermore, this paper provides an overview of the relevant academic literature,
research methodology, empirical research findings, discussion and research conclusions, as
well as limitations and recommendations for future research.

2. THEORETICAL BACKGROUND

This literature review aims to explore the current state of knowledge regarding electric cars,
focusing on their technology, environmental benefits, purchase intentions, attractiveness and
promotion.

2.1. Electric cars technology

Electric car technology has evolved significantly in recent years, driven by the growing need
for sustainable transportation solutions (Larminie & Lowry, 2012). The technological advances
in the development and manufacture of electric cars have been the subject of extensive research.
Key areas include battery technology, charging infrastructure and powertrain efficiency
(Sanguesa et al., 2021; Ma et al., 2022; Kumar et al., 2023). Researchers have focused on
improving the energy density, durability and safety of these batteries. Advances in cathode and
anode materials, electrolyte composition and battery management systems have played a crucial
role in improving the overall performance of the batteries (Scrosati et al.; 2015; Ntombela et
al., 2023). The development of a robust charging infrastructure is essential for the widespread
adoption of electric cars. Researchers and industry players are working to increase charging
speed, efficiency and accessibility (Thangavel et al., 2023). Efficiency improvements in electric
car powertrains have been central to maximizing the range and performance (Mazali et al.,
2022). Research efforts also explore the integration of artificial intelligence and machine
learning algorithms to optimize powertrain performance based on driving conditions and user
behavior (Fayyazi et al., 2023). The concept of car-to-grid technology enables electric cars to
not only consume energy, but also contribute back to the grid during periods of high demand.
This bidirectional energy flow has the potential to improve grid stability and support the
integration of renewable energies. Research is currently underway to clarify the technical
challenges and policy considerations for widespread adoption of these new systems (Alsharif
et al., 2021).
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2.2. Environmental benefits

Several studies have examined the environmental impact of electric cars compared to
conventional cars with internal combustion engines (Hawkins et al., 2012; Pipitone et al., 2021).
Life cycle assessments and carbon footprint analyses have been conducted to assess the overall
sustainability of electric cars (Hawkins et al., 2013; Shafique et al., 2022). As the global
community intensifies its efforts to combat climate change, the environmental impact of
transportation, a major contributor to greenhouse gas emissions, is under closer scrutiny.
Electric cars have emerged as a promising alternative that has the potential to reduce the
environmental footprint associated with traditional internal combustion engine cars (Guzman
et al., 2022). Carbon footprint analyses specifically focus on quantifying the amount of
greenhouse gas emissions associated with a product or activity. In the context of electric cars,
researchers have conducted analyses to compare the carbon footprint of electric cars and
conventional cars (Ghosh, 2020). This takes into account factors such as power sources,
manufacturing processes and the lifespan of the vehicle (Xia et al., 2022). The production of
electric car components, especially batteries, requires the extraction of rare metals and minerals.
Efforts are being made to develop sustainable practises, such as improving battery recycling
technologies and exploring alternatives to resource-intensive materials (Zhang et al., 2018;
Rajaeifar et al., 2022; Wu et al., 2023).

2.3. Purchase intentions

The adoption of electric cars is influenced by a complex interplay of technological
advancements, consumer preferences, government policies, and economic factors.
Understanding market trends and purchase intent is crucial for predicting the trajectory of the
electric car industry (Al-Alawi & Bradley, 2013; Archsmith et al., 2022). Consumer attitudes
and preferences play a pivotal role in the adoption of electric cars (Sovacool, 2017). Studies
have explored the factors influencing consumer decision-making, including perceptions of
electric cars technology, concerns about driving range, and the availability of charging
infrastructure. Consumer education, awareness campaigns, and positive experiences with
electric cars are identified as essential elements in shaping favorable attitudes and purchase
intentions (Kim et al., 2017; Higueras-Castillo et al., 2021; Corradi et al., 2023). Government
policies and incentives have a significant impact on the electric car market (Sierzchula et al.,
2014). Many countries have implemented measures such as tax credits, subsidies, and
regulatory frameworks to encourage purchase of electric cars. Research indicates a positive
correlation between supportive government policies and increased electric car sales (Xue et al.,
2021). The economic aspects of electric car adoption are multifaceted. Initial purchase costs,
total cost of ownership, and the availability of financial incentives are critical factors
influencing consumer decisions. Martins et al. (2023) emphasizes the importance of achieving
cost parity with traditional cars for widespread adoption. The future direction of electric cars
involves greater integration with smart technologies and advancements in connectivity.
Mwasilu et al. (2014) explore the integration of autonomous driving features, car-to-grid
technology, and smart grid compatibility. These innovations aim to enhance the overall
efficiency, safety, and user experience of electric cars, positioning them as key components of
smart and sustainable mobility ecosystems. Despite the positive trends, electric cars face

challenges such as limited charging infrastructure, range anxiety, and higher upfront costs
(Corradi et al., 2023).

2.4. Attractiveness of Electric Cars

Electric cars have gained significant traction in recent years due to a combination of factors that
make them increasingly attractive to consumers, policy makers and industry stakeholders. One
of the main reasons for the attractiveness of electric cars is their potential to reduce greenhouse
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gas emissions and mitigate environmental impact. Electric cars produce zero tailpipe emissions
during operation, which leads to an improvement in air quality and public health, especially in
urban areas. Growing awareness of climate change and the need for sustainable transportation
solutions has increased the appeal of electric cars among environmentally conscious consumers
(Choi et al., 2018; Kumar et al., 2021). Features such as regenerative braking, energy-efficient
heating and cooling systems and over-the-air software updates contribute to improve the driving
experience and overall appeal of electric cars. With fewer moving parts and a simplified
powertrain, electric cars require less maintenance and have a longer lifespan, resulting in lower
maintenance and repair costs over time. In addition, government incentives, tax credits and
subsidies further improve the cost-effectiveness of electric cars, making them an attractive
option for consumers (Larson et al., 2014). Electric cars offer a unique and enjoyable driving
experience characterized by smooth and quiet operation, as well as brisk acceleration and
responsive handling, which enhances driving dynamics. Advances in battery technology have
significantly improved the range of electric cars. Many electric cars now offer ranges
comparable to or even exceeding those of conventional vehicles on a single charge. The
increasing availability of charging stations and shorter charging times further increase the
attractiveness of electric cars (Egbue & Long, 2012; Alanazi, 2023).

2.5. Promotion of the electric cars

One of the primary challenges in promoting electric cars is the lack of consumer awareness and
understanding. Lane and Potter (2007) highlighted that consumer often have misconceptions
about electric cars, including range anxiety, charging infrastructure, and overall performance.
Educational campaigns that provide accurate information about the benefits and capabilities of
electric cars can significantly enhance consumer interest and acceptance (Archsmith et al.,
2022). Economic incentives play a pivotal role in promoting electric cars. Governments
worldwide have implemented various subsidies, tax rebates, and grants to lower the upfront
cost (Xue et al., 2021). Mersky et al. (2016) found that financial incentives are highly effective
in increasing sales, particularly when combined with public awareness campaigns. Promoting
the environmental benefits is effective strategy. Research by Egbue and Long (2012) indicates
that highlighting the reduction in carbon emissions and the positive impact on air quality can
appeal to environmentally conscious consumers. Mangram (2012) investigated the promotional
activities of Tesla's electric cars. Sales promotion involves some type of incentive offer or
interest-generating activity that is usually a short-term marketing activity, as opposed to direct
marketing, advertising, publicity or personal selling. Tesla’s promotional activities primarily
include events where the company's vehicles are prominently displayed and demonstrated.
Branding efforts that emphasize innovation, luxury, and sustainability can differentiate electric
cars from traditional and appeal to diverse consumer segments (Hardman et al., 2018). An
interesting study was also conducted on how various factors such as income level, fuel price,
age, CO2 emissions, purchase price, vehicle range, policy policies and environmental concerns
affect consumer preferences (Balcioglu et al., 2024).

3. METHODOLOGY

The methodology of this research is based on quantitative research using a questionnaire in
order to examine the attitudes of respondents and their intention to buy electric cars. A carefully
designed questionnaire was used to measure the constructs of Tesla brand attractiveness,
perception of environmental benefits, perception of electric car promotion and intention to buy
Tesla brand electric cars. The Tesla brand was chosen because it plays a major role in the
production of electric cars and is also the most popular company producing electric cars. The
research hypothesizes the following: H1: The attractiveness of Tesla brand electric cars has a
positive influence on the intention to buy electric car. H2: The promotion of electric cars has a

&4



positive impact on electric car buy intention. H3: The perception of potential environmental
benefits has a positive effect on the attractiveness of Tesla-branded electric cars. In order to
achieve the research objectives, an empirical study was conducted with a sample of citizens of
the Republic of Croatia who hold a driving license. Respondents were asked questions in
written form, and the research instrument was a questionnaire based on parts of previous
research (Liao et al., 2017; Franke et al., 2012; Verma et al., 2020; Hardman et al., 2018; Goel
et al., 2023). The questionnaires were distributed via social networks (WhatsApp, Viber,
Facebook and Instagram). The level of structure of the questions offered is dichotomous and
multiple choice, and structured questions with undisguised objectives were used. The
questionnaire was anonymous and the data was collected from a deliberate random sample
between April 3, 2023 and April 13, 2023. The respondents are of different ages, have different
levels of education and have different personal monthly incomes. In addition, the snowball
technique was used, in which respondents were asked to pass the survey on to their
acquaintances after they had completed the survey. The questionnaire began with an elimination
question: "Do you drive, i.e. do you have a driver's license?". If the respondent answered "no"
to this question, they were not given the opportunity to complete the survey further. The total
number of correctly completed surveys is 222.

4. EMPIRICAL DATA ANALYSIS

The sample of respondents included 222 completed questionnaires. The elimination question
"Do you drive a car / do you have a driving license?" was answered in the affirmative by 207
respondents (93.2 %) and in the negative by 15 (6.8 %), who were unable to complete the
questionnaire and were excluded from further research. This confirmed 207 correctly
completed questionnaires were confirmed and included in the further analysis. The
questionnaire was completed by 136 women (65.7%) and 71 men (34.3%). Most questionnaires
were completed by respondents aged 18 to 24 years (29.47%), followed by respondents aged
45 to 54 years (22.2%). Only one respondent was older than 65 (0.48%). The majority of
respondents indicated completed graduate studies as their level of education (32.37%), while
the fewest respondents indicated a postgraduate study as their level of education, namely 19 of
them (9.18%). In this research, 144 respondents are employed (69.56%), while 5 respondents
are unemployed (2.42%). 95 of the 44 respondents stated that their personal monthly income
was over €2000 (21.26%), while 7 respondents stated that they earned less than €800 per month
(3.38%). When asked "Do you drive an electric car?", 197 respondents (95.2%) answered that
they do not drive an electric car, while 10 of them (4.83%) answered yes. The respondents who
answered yes could indicate which electric car they drive in the next question, and the answers
were: Enyaq 1V, Honda Accord, Mitsubishi Eclipse Cross PHEV, Opel Mokka, Renault
Twingo, Renault Clio, Tesla Y, Toyota C-HR, Skoda Citigo iV and BMW i3. In order to find
out how interested respondents were in electric cars, they were asked to rate their own interest
in electric cars. It turns out that most respondents have a low (37.2%) and medium (36.7%)
interest in electric cars. The smallest number of respondents, 25 of them (12.1%), have a great
interest in electric cars. Also, when asked whether the respondents had any experience with
electric cars or whether they had ever driven one, 161 of them (77.8%) answered that they had
not yet had the opportunity to do so, while the rest of the respondents (22.2%) answered in the
affirmative. As many factors influence the purchase of a classic or electric car, respondents
were asked to name the most important factor in their opinion. Most respondents said that fuel
consumption/range was the most important factor for them when buying a new car (37.2),
followed by price (31.9), appearance (13), the opinion of specialist magazines (4.3), the opinion
of family and friends (3.9%) and the opinion of people in the showroom (0.5%). Respondents
also had the opportunity to give an open response, with the most common responses being
price/quality ratio, the possibility of a test ride, personal experience with the brand,

&5



functionality, performance, speed and safety. When asked about the biggest drawback of
electric cars, 59 respondents (28.5%) mentioned the price, followed by the lack of charging
stations (28%) and range (24.6%). Charging time is the biggest drawback for 21 respondents
(10.1%), and 1.4% of respondents see safety and reliability as the biggest disadvantages.
Twelve respondents (6%) cited the following as further disadvantages: the driving experience,
environmental degradation caused by the use of lithium and electric car batteries, inadequate
storage of used batteries and more expensive insurance. Descriptive statistics of the arithmetic
mean and standard deviation for the constructs: Promotion of electric cars, purchase intention,
perception of potential environmental benefits and attractiveness of electric cars are presented
in Table 1.
Table 1: Arithmetic mean and standard deviation of constructs

Arithmetic mean Standard deviation
Promotion
I don't think there's enough talk about electric cars. 2,952 1,046
I think my interest in electric cars would be greater if they were
. . 3 1,246
promoted in the way that classic cars are promoted.
Car promotion in general (via television, radio, digital channels,
N - . . 2,628 1,179
etc.) significantly influences my decision when buying a car.
Intent to purchase
I think electric cars will replace classic cars in the near future. 3,266 1,204
There is an electric car on the market that you would like to own. 3,261 1,358
When buying your next car, [ will consider buying an electric car. 2,645 1,328
I'm willing to pay a higher price for an electric car model. 2,411 1,231
The "Design/Style" feature is important to me in electric cars. 3,560 1,151
The "Comfort" feature is important to me in electric cars. 3,826 1,083
The "Safety" feature is important to me in electric cars. 4,382 1,081
The "Reach" feature is important to me in electric cars. 4,329 1,092
The .Lower Maintenance Cost" feature is important to me with 4179 1,150
electric cars.
A perception of potential environmental benefits
I generally take care of preserving the environment and save 3.657 1,063
energy.
By 1.1s1ng electric cars, we can contribute to the preservation of the 3773 1,270
environment.
I am familiar with the incentive measures of the project "We drive
economically" initiated by the Ministry of Environmental and
. . . 2,896 1,381
Nature Protection and the Environmental Protection and Energy
Efficiency Fund.
If there is a government incentive to buy electric cars, [ would use
. . . 3,333 1,296
the incentive and buy an electric car.
Electric cars are environmentally sustainable in the long run. 3,333 1,231
Attractiveness
I have a desire to drive or buy electric cars "Tesla". 2,928 1,411
}' am fz?'mlhar with the characteristics and price of electric cars 3,207 1282
Tesla".
I find electric cars "Tesla" attractive. 3,408 1,277

Table 1: Arithmetic mean and standard deviation of constructs
(Source: author's calculation)
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The average score for the construct "Promotion of electric cars" ranges from 2.628 to 3. The
highest scoring statement is that respondents believe that their interest in electric cars would be
greater if they were promoted in the same way as classic cars. The standard deviation values
for all variables are greater than 1 and show no significant dispersion of the data from the
arithmetic mean. For the construct "Intent to buy electric cars", it can be seen that the best-rated
statement "Characteristic Safety is important to me" is rated best with an average value of4.382,
while the worst-rated statement, with an average value of 2.411, is: "I'm willing to pay a higher
price for an electric car model". The standard deviation for all variables is greater than 1, but
they show a dispersion of the data from the arithmetic mean. The following construct related to
the perception of potential environmental benefits is the highest scoring statement in this
construct: "By using electric cars, we can contribute to the preservation of the environment"
with an average score of 3.773. The average score for the variable: "I am familiar with the
incentive measures of the project "We drive economically" initiated by the Ministry of
Environment and Nature Protection and the Fund for Environmental Protection and Energy
Efficiency" with 2.896 and is therefore also the lowest scoring statement in this construct. The
value of the standard deviation for all variables is greater than 1 and shows the dispersion of
the data from the arithmetic mean. The main part of the questionnaire related to the construct
"Attractiveness of electric cars on the example of the "Tesla" brand". 204 respondents (98.6%)
stated that they had heard of the electric car brand "Tesla". Of these, 165 respondents (80.9%)
had a positive opinion of the Tesla brand. The highest rated statement in the construct presented
is "Electric cars "Tesla" I find attractive" with an average rating of 3.408. The lowest rated
statement was "I have a desire to drive or buy electric cars" Tesla" with an average rating of
2.928. The standard deviation values for all variables are greater than 1 and show a moderate
dispersion of the data from the arithmetic mean.

5. RESULTS AND DISCUSSION
Descriptive analysis is followed by a presentation of correlation analysis, through correlation
matrices, which shows the connection of individual variables with the dependent variable.

Attractiveness Promotion Intention
Attractiveness 1
Promotion 0,19939881 1
Intention 0,58019306 0,380261 1

Table 2: Correlation analysis (1)
(Source: author's calculation)

Table 2 shows that there is a strong and positive correlation between the 'Attractiveness of
electric cars of the 'Tesla" brand and the 'Intention to buy electric cars' (r=0.580193; p<0.05).
In addition, a moderate and positive correlation was found between "Promotion of electric cars"
and "Intention to buy electric cars" (r=0.380261; p<0.05), which confirms the H1 and H2
hypothesis.

Perception Attractiveness
Perception 1
Attractiveness 0,530828 1

Table 3: Correlation analysis (2)
(Source: author's calculation)
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The correlation analysis (Table 3) revealed a strong and positive correlation between the
"Perceptions of potential environmental benefits" and the "Attractiveness of electric cars brand
"Tesla" (r=0.540828; p<0.05), which is predicted by the H3 hypothesis. To determine whether
the "Attractiveness of electric cars of the brand "Tesla" and "Promotion of electric cars" can
predict "Intention to buy electric cars", a multiple regression analysis was conducted, which is
shown in Table 4.

Indicators
Coefficient of multiple 0,640
correlation R
Coefficient of 0,401
determination R?
Customized R? 0,404
Standard error 5,499
F-ratio 70,741
Moment 0,000
Independent variables B t Say.
Konstanta 14,427 9,252 0,000
The attractiveness of 1,196 9,567 0,000
tesla electric cars
Promotion of electric 0,699 5,018 0,000
cars

Table 4: Multiple regression analysis
(Source: author's calculation)

In the observed regression model, it was found that a combination of independent variables
statistically significantly predicts a dependent variable (F=70.74; p<0.05). In doing so,
"Attractiveness of the electric cars brand "Tesla" (=1.196; p<0.05) explains the 40.95%
variation in "Intent to buy electric cars". In order to determine whether the future attractiveness
of electric cars can be predicted using the example of the Tesla brand based on the perception

of potential environmental benefits, a simple regression analysis was conducted, as shown in
Table 5.

Indicators
Coefficient of multiple 0,531
correlation R
Coefficient of 0,282
determination R?
Customized R? 0,278
Standard error 2,657
F-ratio 80,427
Moment 0,000
Independent variables B t Say.
Konstanta 3,235 4,437 0,000
A perception of potential 0,372 8,968 0,000
environmental benefits

Table 5: Simple regression analysis
(Source: author's own creation according to research results)
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The results of the regression analysis are statistically significant (F = 80.42714795; p<0.05).
The coefficient of determination shows that the 28.18% variation in the dependent variable
"attractiveness of Tesla electric cars" is the result of variations in the independent variable
"perception of potential environmental benefits". This means that 28.18% of the variation in
the "attractiveness of electric cars" can be predicted by the variable "perception of potential
environmental benefits". Furthermore, it can be concluded from the regression coefficient that
the increase in perception values by one rating is associated with an average increase of 0.372
ratings in the results of the "attractiveness of electric cars using the example of the Tesla brand".
Therefore, it is to be expected that the potential growth of the population's environmental
awareness will play a significant role in the electric car market in the future.

5.1. Limitations of the research carried out and recommendations for future research
The research has certain limitations, starting with the sample. The number of respondents is not
sufficient for such a research topic and in future studies it is necessary to expand the sample
and include respondents from abroad, where electric cars are a more popular topic and a larger
number of respondents own an electric car. In addition to the geographical restriction, there is
also a gender-specific one, as the proportion of female respondents in this survey was 65.7%.
Furthermore, most of the respondents were aged 18-24 (29.5%), which is also a limitation
considering that it is assumed that respondents in Croatia at this age cannot afford an electric
car without government subsidies. In addition, according to the feedback from the respondents
after completing the questionnaire, it is necessary to give a multiple answer to the questionnaire
on the shortcomings of electric cars, as only one answer was possible in the questionnaire.
Given the limitations of the research conducted, the recommendations for further research are
primarily to increase the number of respondents and reduce the gender gap between men and
women. In addition, future research should include a sample with a higher proportion of middle-
income respondents and extend the research to other countries in order to obtain a more
representative sample. Notwithstanding the limitations, this research provides an insight into
the current data on the attractiveness of electric cars and their uptake in Croatia and is an
excellent basis for the development of new research. Although electric cars are becoming
increasingly popular, they have not yet been sufficiently researched in Croatia, so further
research on this topic needs to be conducted.

6. CONCLUSION

The attractiveness of electric cars stems from their environmental benefits, technological
advances, cost savings and the overall driving experience. As the market for electric cars
continues to develop and mature, electric cars are poised to play a central role in the transition
to sustainable and zero-emission transportation systems. The aim of the study was to find out
how familiar and interested respondents are in using Tesla electric cars, how familiar they are
with electric cars in general, whether they intend to buy this type of car and what the main
disadvantages of electric cars are. This research has shown that the environmental benefits have
a positive effect on the attractiveness of Tesla-branded electric cars, which, together with
promotion has a positive effect on the intention to buy an electric car. The conclusion is that all
three hypotheses were confirmed and the suggestions for improvement are to increase the
number of respondents and extend the research to other countries. Increasing the number of
respondents would provide more complete and relevant data that electric car manufacturers
could use as a business guide, as the respondents also pointed out the negative sides of electric
cars that manufacturers can turn into positive attributes in the future. On the other hand, it would
be interesting to conduct this research in developed countries, where respondents generally have
a higher standard and it is easier for them to afford an electric car, so it is assumed that the price
is not the biggest disadvantage for them.
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Each market is different and requires unique customization for the product to become
significant and be well received by customers, and it is desirable that such research is conducted
across a wider geographical area. If the wishes and intentions of the European Union to end the
production of cars with internal combustion engines in 2035 are realised, electric cars will not
only be permanent, but also the only solution for all drivers. Most of the answers about the
shortcomings of electric cars were related to the price, which was to be expected if we take into
account the standard of Croatia and the average salary compared to the developed countries of
the European Union. Tesla offers models whose price is up to €150,000, and in this regard, such
car models are not affordable for the vast majority of citizens of the Republic of Croatia. On
the positive side, almost all respondents (98.6%) have heard of the Tesla brand, and 80.9% of
them have a positive opinion of the company. Accordingly, it is only a matter of time before
electric cars fully develop in Croatia and become the main means of transportation on the roads.
Before that, of course, it is necessary to follow the trends, improve the infrastructure and raise
consumer awareness of the benefits of electric cars. This topic is very important not only for
Croatia, but also for the rest of the Europe and the whole world, as the world is in a time when
it is deciding the future of generations to come and it is of utmost importance to pay attention
to the preservation of the environment. The population is becoming more and more aware that
CO2 emissions from combustion engine cars are one of the biggest problems in terms of
pollution. Although everyone is aware that this is one of the biggest milestones in the
automotive industry, it will take some time, but also the desire for such a change.
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ABSTRACT

In 2021, Croatia experienced a rise in newly registered artistic organizations, despite facing
economic challenges and the aftermath of destructive earthquakes and COVID-19. This paper
investigates the motivations behind this surge, focusing on whether founders were driven by
necessity or by new opportunities. Using the push-pull framework from entrepreneurship
theory, a survey of organization founders revealed that most were inspired by the desire to
realize their creative potential and gain independence, rather than by a lack of employment
options or workplace conflicts. The findings suggest that opportunity-driven motivations played
a stronger role than necessity-driven ones. Even in times of crisis, Croatian artists chose to
pursue their ambitions, highlighting the importance of supporting creativity and innovation in
the cultural sector.

Keywords: Artistic organizations, Croatia, entrepreneurship, push-pull framework, motivation,
creative sector, economic crisis

1. INTRODUCTION

The cultural and creative sector through sub-industries of creative industry contributes directly
to employment, economic growth and social cohesion. (Harc et al, 2019.) In the European
Union, these sectors were significant economic contributors, accounting for approximately
4.4% of GDP and 3.8% of employment prior to the pandemic. However, the COVID-19 crisis
delivered a shock to these industries, resulting in widespread closures, event cancellations, and
significant income losses. In Croatia, this economic strain was compounded by a series of
destructive earthquakes in 2020, creating a dual-layered crisis that severely tested the nation's
creative community. In 2021, Croatia saw an unusual spike in new artistic organizations, despite
economic challenges and moderate unemployment. During a time of economic hardship and
social disruption, something unexpected happened: the number of new artistic organizations
registered in Croatia jumped to about 40 in 2021. What makes this even more surprising is that
it occurred when the country’s unemployment rate was 7.61%. The rise in new artistic
organizations during a difficult period is an interesting topic for economists and sociologists.
The question is: why did so many people start these organizations despite the challenges? To
answer this, the report uses the push-pull framework from entrepreneurship theory, which looks
at whether people were motivated by necessity (push factors) or by new opportunities (pull
factors). The goal is to find out which type of motivation was stronger for founders of artistic
organizations in Croatia in 2021.

2. LITERATURE REVIEW

Culture and creativity are key engines of economic development, generating a wide range of
positive impacts (EC, 2018).
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These sectors foster creative entrepreneurship, show above-average growth, and create new job
opportunities. This not only stimulates economic growth but also strengthens social cohesion
(EC, 2018). The creative industry workforce is distinguished by a high percentage of educated
individuals and by a high degree of flexibility and mobility in working hours (Benhamou,
2003). These sectors are also significant contributors to youth employment; for instance, in
2013, nearly one-fifth of the employed workforce was aged 15 to 29 (lhermitte et al., 2014).
Another defining characteristic of the creative industry is the high rate of self-employment, with
many "One-Person-Enterprises" (OPEs) and freelancers (Rammer et al., 2008). The unique
nature of creative business models—focused on developing complex, hard-to-standardize
goods and services—means they often don't fit well with traditional working hours (Falk et al.,
2011). Because of the uncertainty in demand and income, many creative workers have irregular
employment, such as part-time or temporary positions (Kooyman, 2010). Many combine
freelance or part-time work with a permanent job to ensure financial stability and support their
creative pursuits (Kooyman, 2010). These specific employment forms directly influence the
industry's innovativeness, as creative workers often engage in frequently changing project
teams, which allows for a free flow of information and fresh ideas, thereby facilitating
interactive learning and innovation (Falk et al., 2011). The socio-economic importance of
entrepreneurship in driving economic growth is widely recognized (Alverado, 2014). The
concept of what an entrepreneur is has changed quite a bit since it first appeared in economic
theory. Early definitions, like the one from Richard Cantillon in the 18th century, described the
entrepreneur as someone who takes risks with capital (Cantillon, 1755). Later, Jean-Baptiste
Say refined this idea, seeing the entrepreneur as someone who moves resources to where they'll
be more productive (Say, 1803). Joseph Schumpeter took this a step further, defining the
entrepreneur as a disruptive force who drives economic development by constantly innovating
and challenging the status quo (Schumpeter, 1942). While these definitions often focus on
financial gain and market disruption, applying them to the creative economy requires a different
view. In Croatia, artistic organizations are legally non-profit, with a primary goal of promoting
cultural value for societal benefit rather than maximizing profit. While they can generate
income through grants and services, their core motivation is often distinct from traditional
commercial enterprises. For artists, founding an organization is less about increasing personal
wealth and more about realizing a creative vision and contributing to their community's cultural
life. This emphasis on purpose over pure profit represents a redefinition of entrepreneurial
success in a sector where value is often non-monetary. The decision to become an entrepreneur
is influenced by many factors, including age, education, family background, individual abilities,
and the external environment. Scientific literature often highlights internal control, which
means an individual's belief that their actions, rather than chance or luck, determine outcomes
(Shapero, 1984). The motivation of an individual is a decisive factor in their behavior, although
not the sole one (Krueger Jr, 1993, Ajzen, 1991). An individual's performance is influenced by
their intrinsic nature, which is a reaction to internal circumstances and shaped by their
perceptions (Shapero, 1984). A special group of stakeholders in the arts are artist-entrepreneurs.
While there are many definitions, for this context, an artist-entrepreneur is an individual who
independently creates, distributes, promotes, and prices their artwork (Colbert & Ravanas,
2018; Calcagno & Balzarin, 2016; Bridgstock, 2013). This means they operate without the
support of galleries, museums, or production and publishing houses. Togharaee et al. (2018, p.
10) state that: "an entrepreneur in the arts is a person without deep knowledge or involvement
in marketing and promotional services." Richards and Wilson (2007) note that artists are often
forced into entrepreneurship out of necessity, unlike entrepreneurs in other fields who are
motivated by self-realization or the challenge of a new venture. Artists often have little desire
to start a business, but necessity pushes them to do so.
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The push-pull framework is a great way to analyze these motivations. The push theory suggests
people are driven into entrepreneurship by negative circumstances, such as job loss, low salary,
or other unfavorable work conditions (Block & Wagner, 2010). It's essentially a conflict
between a person's current reality and their desired situation (Block & Wagner, 2010). In
contrast, the pull theory argues that people are drawn to entrepreneurship by positive,
opportunity-driven factors. These are often external forces like identifying a market gap or a
new business idea, or internal desires for autonomy and self-realization. Generally, literature
on entrepreneurship motivation supports the idea that pull factors are more likely to lead to
long-term success than push factors, which are often short-lived (Kolvereid, 1996). It's
important to note, however, that these two factors are not completely separate. There is a
consensus among experts that motivation is often a combination of both push and pull factors
(Block & Wagner, 2010). A negative circumstance (a "push") can act as a catalyst for an
individual to pursue an existing opportunity (a "pull"). This dynamic interplay between
necessity and opportunity is crucial for understanding entrepreneurial motivation, especially
within purpose-driven sectors like the arts. This paper seeks to answer a central question: were
necessity-driven (push) or opportunity-driven (pull) factors more prominent for founders in
2021? Our hypothesis is: Hypothesis (H1): Founders of artistic organizations in Croatia in
2021 were motivated by a combination of pull factors, such as the desire to realize creative
potential and achieve independence, and push factors, such as dissatisfaction with previous
work experiences.

3. METHODOLOGY

To investigate the motivations behind the 2021 peak, a primary survey was conducted among
founders of new artistic organizations in 2021. Data on registrations was sourced from the
Croatian Ministry of Culture and Media's official Register. From the 36 artistic organizations
registered in 2021, a sample of 21 founders responded to the online survey, resulting in a 58%
response rate. The survey instrument was designed to specifically test the push-pull framework
within the context of the arts. It adapted an established methodology from Godany et al. (2021)
and utilized a 5-point Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree). The
questionnaire included a total of 16 items: 9 pull factors and 7 push factors, with questions
tailored to the creative sector. For example, a pull item was "I started to realize my full creative
potential," while a push item was "I had no other employment options due to COVID-19." The
survey was distributed via email and online platforms in Croatian, with all ethical
considerations for anonymity upheld. The demographic data from the sample provides valuable
context. The median birth year of respondents was 1988, with a standard deviation of 11.26
years. This indicates a median age of approximately 33 in 2021, suggesting that the founders
were not recent graduates or entry-level artists, but rather individuals with a certain level of
professional experience. The descriptive statistics, including median, mean, and standard
deviation, were computed using JASP software.

4. RESULTS

The data indicates a historical period of low organizational growth in the late 1990s, with new
establishments ranging from approximately 5 to 10 annually. This initial phase was followed
by a consistent and gradual increase throughout the 2000s and 2010s, where the number of new
organizations annually fluctuated between 10 and 30. This upward trend culminated in a
significant and sudden peak in 2021, when nearly 40 new artistic organizations were founded.
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The provided categorical data offers a detailed breakdown of the types of organizations
established over the entire period. This distribution reveals that certain artistic disciplines have
a significantly higher rate of formal organization. The most prominent categories are
Theatrical (21.46%) and Musical-scenic (17.7%), collectively accounting for nearly 40% of
all new organizations. Other substantial categories include Film (12.36%), Music (11.49%),
and Multimedia Creation (10.69%). The predominance of these categories suggests that the
growth observed in the bar chart is largely driven by a strong focus on performing arts and
media-related fields.

Distribution of Registered Artistic Organisations Across
Municipalities in Croatia

1 441

¢
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The survey of founders from 2021 shows that pull factors, such as the desire to realize creative
potential or be one’s own boss, had average scores between 3.24 and 4.24. In contrast, push
factors, like lack of job options or workplace conflicts, had much lower averages, ranging from
1.24 to 3.24. This means that in 2021, most founders were more strongly motivated by positive
opportunities than by necessity.

Rank Type Variable (Original Croatian) Median Mean Std.
Deviation
1 Pull Realize full creative potential 5.000 4.238 1.221

(Pokrenuo sam svoju umjetnicku
organizaciju jer sam zelio ostvariti
svoj puni kreativni potencijal.)

2 Pull Be my own boss (Pokrenuo sam 5.000 4.000 1.414
svoju umjetni¢ku organizaciju jer
sam zelio biti sam svoj Sefu
upravljanju svojom umjetnickom
praksom.)

2 Pull Desire for self-development 5.000 4.000 1.304
(Pokrenuo sam svoju umjetnicku
organizaciju jer imam snaznu zelju
za samo-razvojem kao umjetnik.)

3 Pull Recognized demand for new 4.000 3.667 1.354
products/services (Pokrenuo sam
svoju umjetni¢ku organizaciju jer
sam prepoznao potraznju za novim
umjetnickim proizvodima ili
uslugama.)
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Pull

Earn more through creative work
(Pokrenuo sam umjetnicku
organizaciju jer sam zelio zaraditi
vise novca kroz svoj kreativni rad.)

4.000

3.619

1.322

Pull

Achieve financial independence
(Pokrenuo sam svoju umjetnicku
organizaciju jer sam zelio postici
financijsku neovisnost kako bih
podrzao svoju umjetnost.)

4.000

3.619

1.322

Pull

Ensure well-being for self/family
(Pokrenuo sam svoju umjetnicku
organizaciju jer sam zelio osigurati
dobrobit za sebe i svoju obitelj.)

4.000

3.286

1.765

Push

Dissatisfied with previous
experience (Pokrenuo sam svoju
umjetnicku organizaciju jer sam
bio nezadovoljan svojim
prethodnim radnim iskustvom u
umyjetnosti ili srodnim podrucjima.)

3.000

3.238

1.480

Pull

Achieve non-financial
independence (Pokrenuo sam svoju
umjetnicku organizaciju jer sam
zelio posti¢i neovisnost (npr.
fleksibilno vrijeme za kreativne
aktivnosti).)

3.000

3.238

1.375
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Pull

Recognition for contributions
(Pokrenuo sam svoju umjetnicku
organizaciju jer sam zelio priznanje
drugih za svoje umjetnicke
doprinose.)

2.000

2.476

1.401

Push

No other options due to economic
uncertainty (Pokrenuo sam svoju
umjetnicku organizaciju jer nisam
imao drugih moguénosti
zaposlenja, posebno tijekom
ekonomske nesigurnosti (npr.
pandemija COVID-19).)

2.000

2.476

1.470

Push

Felt hopelessness (Pokrenuo sam
svoju umjetni¢ku organizaciju jer
sam osjecao beznadnost u vezi s
mojom profesionalnom situacijom
u umjetnosti.)

1.000

2.143

1.493

Push

Unemployed before starting
(Pokrenuo sam svoju umjetnicku
organizaciju jer sam bio
nezaposlen prije pokretanja (npr.
zbog pandemije).)

1.000

2.000

1.304

10

Push

Position became insecure
(Pokrenuo sam svoju umjetnicku
organizaciju jer je moja pozicija na
prethodnom radnom mjestu postala
nesigurna (npr. zbog otkaza
povezanih s pandemijom).)

1.000

1.857

1.389
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11 Push Disagreements with manager 1.000 1.476 0.814
(Pokrenuo sam svoju umjetnicku
organizaciju jer sam imao
nesuglasice s voditeljem na
prethodnom radnom mjestu.)

12 Push Workplace conflicts (Pokrenuo 1.000 1.238 0.539
sam svoju umjetnicku organizaciju
jer sam dozivio sukobe koji su mi
onemogucili nastavak rada.)

In 2021, the survey of artistic organization founders in Croatia revealed differences in what
motivated people to start new artistic organisations. The most important reasons were the desire
to fully use their creative potential, to be their own boss, and to grow as artists. Each of these
motivations had an average score of 4 or higher, showing they were very strong influences. On
the other hand, reasons like being unemployed before starting or having conflicts at work had
much lower average scores, with workplace conflicts rated only 1.24. The only push factor that
stood out was dissatisfaction with previous jobs, which scored 3.24, suggesting that while some
founders were unhappy in their old roles, most were drawn to new opportunities rather than
pushed by negative circumstances.

S. DISCUSSION

The findings of this paper present a compelling narrative that shifts the focus from a crisis-
driven response to a proactive, opportunity-driven one. The data suggests that the 2021 peak in
new artistic organizations was not a desperate reaction to economic hardship but a manifestation
of creative ambition and entrepreneurial spirit. The high mean score for "Realize full creative
potential" (4.24) is the powerful finding of this study. It underscores the central role of intrinsic
motivation in creative entrepreneurship. This is consistent with literature that emphasizes how
an individual's performance and behavior are influenced by their internal nature and reactions
to personal circumstances. For artists, the desire to express themselves and realize their creative
vision is often a more powerful motivator than the desire for financial gain alone. The
pandemic, while creating economic disruption, also brought an unexpected period of reflection
and re-evaluation for many artists. The cancellation of traditional projects, exhibitions, and
performances created the time and mental space necessary for artists to reconsider their
professional paths. This period of forced pause likely accelerated the pursuit of long-held
personal and creative goals. Furthermore, the crisis spurred a rapid digital transformation of the
arts. Online galleries, virtual performances, and remote collaborations became commonplace,
creating new markets and avenues for artistic expression that were not as accessible before the
pandemic. The high scores for motivations like "Recognized demand for new
products/services" (mean 3.67) and "Achieve financial independence" (mean 3.62) suggest that
founders were acutely aware of these new, crisis-catalyzed opportunities.
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The findings of this study, in fact, echo similar research from the TEM Journal in Slovakia,
which also concluded that opportunity-driven factors, such as the desire for self-development
and the recognition of market gaps, are more influential than necessity-based factors in driving
entrepreneurial activity. While the data clearly favors pull factors, a more nuanced analysis of
the push factor "Dissatisfied with previous experience" (mean 3.24) is necessary. The founders
in the survey had a median age of 33, indicating that they were not newcomers to the
professional world but likely had prior work experience. This finding suggests that a negative
circumstance, such as dissatisfaction with a previous job (a push factor), may not be a primary
driver in and of itself but can serve as a catalyst for a proactive change. In this context,
dissatisfaction with a hierarchical, non-creative, or restrictive work environment was the
impetus that led them to seek the autonomy and creative freedom that their own artistic
organization could provide. The low scores for truly desperate necessity factors like
"Unemployed before starting" and "Position became insecure" further strengthen the argument
that these were not acts of last resort, but rather intentional, purposeful transitions. This dynamic
refines entrepreneurship theory, suggesting that for experienced individuals, a "push" is often a
transitional trigger rather than a sole motivator. In 2021, most founders were motivated by a
strong creative vision and a real desire to make something meaningful, not just by the need to
escape a bad situation. Their passion and search for independence point to bigger changes
happening in the arts world. Even though these organizations are non-profit and may not grow
in the usual business sense, they bring important benefits to society, encourage new ideas, and
help communities stay strong and connected. Findings of this paper support the idea that the
creative sector in Croatia should focus on what really motivates artists: their passion and drive
to pursue new opportunities, not just financial need or crisis relief. The rise in new artistic
organizations in 2021 shows that many artists were inspired to act on their creative ambitions,
even during tough times. This was not just a reaction to economic problems, but a proactive
choice by people who wanted more independence and a chance to realize their ideas.
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ABSTRACT

The decarbonisation of the European building stock is central to achieving the European Green
Deal and the Fit-for-55 targets. Yet, while these measures promise substantial environmental
and welfare gains, they also pose distributional risks for low-income households across Central
and South-Eastern Europe (CEE/SEE). This paper analyses how three key policy mechanisms:
the introduction of Minimum Energy Performance Standards (MEPS), the expansion of the EU
Emissions Trading System (ETS2) to buildings, and the progressive phase-out of fossil-fuel
boilers, affect vulnerable households. Drawing on modelled scenarios of energy expenditures,
investment needs, and policy costs, the paper identifies potential adverse impacts and proposes
mitigation strategies based on equity and energy-justice principles. The findings suggest that,
although these measures can alleviate structural energy poverty by improving efficiency and
comfort, they simultaneously risk deepening vulnerability unless accompanied by near-full
subsidies, procedural inclusion, and a coherent use of EU funding instruments.

Keywords: building decarbonisation, emission trading, energy efficiency, vulnerable
households

1. INTRODUCTION

Decarbonising Europe’s building stock is both an environmental necessity and a socio-
economic challenge. Buildings account for approximately 36 % of EU carbon emissions and
around 40 % of final energy consumption (European Commission 2025b), with a large share of
dwellings constructed before modern efficiency standards.(Stegnar 2025) Within Central and
South-Eastern Europe, the challenge is accentuated by legacies of inefficient district heating,
reliance on solid fuels, and widespread income disparities (Muncan et al. 2024) (Dorjnyambuu
2025). In this context, the European Union has advanced a set of ambitious policy instruments,
most notably MEPS, ETS2, and the phase-out of fossil-fuel boilers, to accelerate
decarbonisation and reduce reliance on imported fuels (Albulut 2026; Braungardt 2021; EESC
2022; European Commission 2025). However, the distributional consequences of these policies
remain insufficiently addressed. Low-income households, tenants, and residents of multi-
apartment buildings often lack the capital or credit access to invest in efficiency upgrades, while
simultaneously facing higher energy-price exposure. (Miller et al. 2025) Without
accompanying social and financial measures, climate mitigation policies risk reproducing or
even amplifying existing inequalities, a challenge central to the emerging field of energy justice
(Markkanen and Anger-Kraavi 2019). This paper explores how the combined introduction of
MEPS, ETS2, and fossil-fuel boiler bans could reshape energy poverty dynamics in CEE/SEE
countries.
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It focuses on the balance between long-term welfare gains, such as improved comfort, lower
energy use, and reduced pollution, and short-term financial burdens associated with investment
and fuel-price shifts. (European Commission 2018) By integrating quantitative modelling with
qualitative insights, the analysis identifies key risks, gaps in financing, and policy responses
necessary to ensure a fair and inclusive transition.

2. METHODOLOGY

The research builds on the multi-country study Status of Energy Poverty and Policies to Address
it in CEE/SEE Countries and research on policy effects. (Rogulj et al. 2023) It employs a mixed-
method approach combining scenario modelling, statistical analysis of household vulnerability
indicators, and expert consultation. The analytical framework comprises three stages:
assessment of current vulnerabilities, simulation of policy impacts, and identification of
mitigation strategies. Energy poverty is conceptualised as both an outcome of material
deprivation and an expression of unequal access to energy services. Quantitatively, the study
applies indicators developed by the EU Energy Poverty Observatory, notably the A//2 indicator
(share of households whose energy expenditure is below half the national median) and 2M
indicator (share spending more than twice the median relative to disposable income).
Qualitative indicators, such as inability to keep the home adequately warm, arrears on utility
bills, or damp and mould, provide complementary perspectives on welfare and comfort.
(Thema, J. and Vondung, F. 2020), (Sokotowski et al. 2020)

Evolution in vulnerability based on indicators

Calculation Evaluation

Primary Primary

M/2 Absolute (equivalised) energy Ability to keep home adequately

expenditure below half the national warm
median Arrears on utility bills

2M: Share of (equivalised) energy Secondary
expenditure (compared to equivalised Poverty and health risks
disposable income) above twice the
national median

Secondary
Building stock features
related indicators

Figure 1 Evaluation of vulnerability

The quantified adverse (or positive) effect is based on the income dimensions, as the
compensating variation is used as an index, which expresses the amount by which the mean
total expenditure of low-income households would have had to increase/decrease in the target
year (for instance 2030, 2040, 2050) to have maintained the baseline year ratio of absolute
expenditure in relation to the overall mean energy expenditure in the target year. (Chipman and
Moore, 1992) However, since the introduction of some policies does not add to the total energy
expenditure but rather introduces new costs of the investments to households, the amount of
how much the income would have to increase for a specific household to keep the same welfare
level is calculated.
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B=py+p.x+pii=Y+pxx+plii

X = energy,p_x = price of energy — p_x x = energy expenditure
i = investment,p_x = price of investment — p_ii = total cost of investment
y = other household needs,p_y = price of other needs
= considered constant in our case
B = total budget of the household (we refer to it as household income)
Y = disposable income after energy & investment expenditure

Y=B—-pxX—p.i

Y_B = disposable income after expenditure in baseline scenario
Y_Sx = disposable income after expenditure in evaluated scenario

CV=YB-Y_Sx

Data were drawn from Eurostat SILC, the EU Building Stock Observatory, national energy
balances, and social statistics. Scenario simulations estimated energy consumption, price
effects, and investment needs under alternative policy trajectories for the period 2025-2040.
Both low- and high-cost assumptions were modelled to reflect market uncertainties in heat-
pump and insulation prices, as well as variable ETS allowance revenues.

Policy Scenarios
Three interrelated scenarios were analysed:
¢ Minimum Energy Performance Standards (MEPS): Gradual tightening of building-
energy-performance requirements, driving deep renovations of the least efficient
stock.
e ETS extension: Inclusion of building-sector fuel suppliers in the EU Emissions
Trading System, creating a carbon price on household heating fuels.
e Fossil-fuel boiler phase-out: Prohibition of new fossil-fuel boilers by 2040 and
progressive replacement with clean-heating technologies.

Each scenario was examined individually and in combination to assess cumulative impacts.
Modelling integrated projected household incomes, energy-price trajectories, and building
characteristics. Funding scenarios were defined according to expected revenues from the Social
Climate Fund (SCF) and auctioned ETS2 allowances.

3. RESULTS

Energy-expenditure effects

The ETS2 mechanism increases retail fuel prices proportionally to carbon intensity. In regions
heavily dependent on coal or heating oil, households experience the steepest cost rise. Without
compensatory measures, energy expenditures of the lowest-income quintile could rise between
10 % and 25 % in the early implementation years. For households already at risk of energy
poverty, such increases could reduce disposable income below subsistence levels, exacerbating
arrears and under-heating. Conversely, the implementation of MEPS and heating-system
upgrades delivers energy-use reductions that offset these price effects in the medium term. Deep
renovations can lower space-heating demand by 50-60 %, translating into significant cost
savings once subsidies are applied. Yet, these benefits materialise only if low-income
households can access the necessary investment support.
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Table 1 - Welfare loss (income increase needed)- value relative to average income

Increase in income needed to cover both variation in energy price and the scenario cost (% of total average income)
Bulgaria = Czechia Greece Hungary Italy Poland Portugal Romania Slovakia Spain

Scenario  0.42 0.09 0.70 -0.01 0.03 -0.92 0.52 0.95 0.49 -0.37
écenario 4.93 1.04 0.14 3.03 0.34 2.62 0.79 1.96 1.37 1.57
écenario 20.55 4.35 8.97 26.80 1.40 7.22 6.67 13.56 6.56 5.21
gcenario 25.34 5.37 10.27 3041 1.73 1039  7.92 15.55 7.67 7.04
%cenario 22.33 4.73 10.11 29.26 1.52  9.53 7.89 14.95 7.23 6.69

Investment burdens and access to finance

The upfront cost of renovations and clean-heating technologies is the principal barrier for
vulnerable groups. Without subsidies covering at least 90—100 % of costs, participation remains
limited. Low-income households often lack collateral or ownership rights to undertake
renovations, while tenants depend on landlords whose incentives are misaligned a manifestation
of the “split-incentive” problem (Singhal et al. 2025). Model results indicate that the cumulative
investment required for low-income households across the CEE/SEE region could reach €50—
70 billion by 2040. Available SCF and ETS2 revenues, even under favourable assumptions,
would cover at most 60 % of these needs; under conservative assumptions, the gap exceeds 70
%.

Funding adequacy and temporal mismatch

The analysis reveals a substantial temporal mismatch between funding availability and
investment needs. The period 2030-2040 is characterised by peak renovation demand, yet
ETS2 revenues are uncertain and depend on volatile carbon prices. In contrast, short-term
funding streams, such as the Recovery and Resilience Facility (RRF), expire by 2026. Unless
investments are front-loaded using these early funds, the medium-term financing gap will
widen.

Investment costs and revenues from financing streams (Social
Climate Fund and high revenues from auctioned allowances)
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Figure 2 Investment costs against possible SCF and high revenues from
auctioning for all scenarios
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Investment costs and revenues from financing streams (Social
Climate Fund and low revenues from auctioned allowances)
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Figure 3 Investment costs against possible SCF and low revenues from
auctioning for all scenarios

Investment costs with higher insultation and heat pump costs
and revenues from financing streams (Social Climate Fund and
low revenues from auctioned allowances)
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Figure 4 Investment costs against possible SCF and high revenues from auctioning for all
scenarios with higher insulation and heat pump costs

Implications for energy-poverty indicators

Integrating model outputs with energy-poverty indicators shows divergent outcomes. Under a
coordinated policy mix of MEPS and fossil-boiler phase-out, supported by full subsidies, the
M/2 indicator improves by 15-25 % by 2040, indicating fewer households unable to afford
sufficient energy. Conversely, a carbon-pricing-only approach without compensations
deteriorates both M/2 and 2M scores, implying deeper energy poverty among vulnerable
groups.

Qualitative assessments include the findings: comprehensive renovation programmes yield
improvements in comfort, indoor air quality, and health outcomes.

4. DISCUSSION

Interactions between policy instruments

The three policies exhibit strong interdependencies. MEPS deliver structural efficiency gains
but rely on financial feasibility. ETS2 creates the necessary price signal for decarbonisation but
imposes regressive short-term effects if unmitigated. The boiler phase-out accelerates clean-
heating transitions yet risks affordability shocks. Their effectiveness depends on sequencing
and complementarity. The optimal policy architecture couples carbon pricing with immediate
reinvestment of revenues into deep-renovation subsidies for low-income groups, ensuring that
behavioural and technological shifts reinforce each other rather than conflict.
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Energy justice and procedural dimensions

Beyond economic redistribution, a just transition demands procedural fairness and recognition.
Most national authorities in the region still lack official definitions of energy poverty or
dedicated monitoring frameworks. Public participation of vulnerable groups in decision-
making is limited, and information asymmetries persist. Integrating energy-poverty metrics into
National Energy and Climate Plans (NECPs) and ensuring the visibility of low-income
households in Social Climate Plans are preconditions for equitable implementation.
Procedural justice also requires transparency in fund allocation and clear eligibility criteria.
Current national schemes often favour owner-occupiers, neglecting tenants and informal
settlements, thereby perpetuating exclusion.

Timing, governance, and financial planning

The coordination of EU funding instruments remains a major governance challenge. While the
SCF is designed to support vulnerable households, its linkage to ETS2 revenues constrains
flexibility: should ETS2 implementation be delayed or carbon prices fall, available support
would shrink. The study recommends decoupling SCF allocations from ETS2 performance and
integrating long-term structural funds such as the ERDF and Cohesion Fund.

Moreover, the timing of interventions matters. Front-loading subsidies in 2025-2030 can
exploit economies of scale, lower technology costs, and mitigate future financing stress. This
requires anticipatory governance and cross-ministerial coordination, particularly between
energy, environment, and social-affairs authorities.

Data and knowledge gaps

Reliable data on household energy behaviour are crucial yet limited. Disaggregated statistics
on consumption patterns by income decile or dwelling type are seldom available. Without these,
policymakers risk over- or under-estimating the sensitivity of low-income groups to price
changes. Improved data collection, combined with evaluation of non-energy benefits, such as
reduced healthcare costs, improved productivity, and local employment, would strengthen the
case for higher subsidy rates and integrated policy design.

5. POLICY RECOMMENDATIONS
To safeguard social equity while advancing decarbonisation, several policy directions emerge:
e Reform subsidy structures to shift remaining public support from fossil-fuel boilers
towards clean-heating technologies, ending fossil-fuel incentives by 2025-2030.
e Ensure near-full public financing (95-100 %) of renovation and heating upgrades for
low-income households, including technical assistance and information campaigns.
e Apply the Energy Efficiency First principle in all decarbonisation planning,
guaranteeing that efficiency improvements precede fuel switching.
e Integrate multiple-benefits accounting: health, air quality, and employment, into cost—
benefit analysis to reflect real social returns.
e Earmark portions of broader EU funds (ERDF, Cohesion Fund, JTF) for energy-poverty
alleviation, ensuring predictable multi-annual financing.
e Develop monitoring frameworks with harmonised indicators and periodic evaluation to
track both climate and social outcomes.

Collectively, these recommendations shift the focus from short-term compensation to long-term
structural inclusion, aligning decarbonisation with social welfare objectives.
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7. CONCLUSION

The transition to climate-neutral buildings in CEE/SEE is both an opportunity and a risk for
social cohesion. Decarbonisation measures can transform the region’s ageing and inefficient
housing stock, yielding substantial gains in comfort, health, and environmental quality. Yet, if
implemented without adequate safeguards, they may deepen existing inequalities. The analysis
demonstrates that the combination of ETS2, MEPS, and fossil-fuel boiler bans can only succeed
socially when accompanied by subsidies, accessible financing, and participatory governance.
Funding gaps, especially during 2030-2040, necessitate a redesign of EU and national
financing frameworks. Integrating social considerations into every stage of policy design, from
indicator development to financial planning, will be decisive for achieving both environmental
integrity and social justice. The European experience thus illustrates a broader principle: the
energy transition cannot rely solely on market mechanisms or technology mandates; it requires
deliberate redistribution, institutional innovation, and sustained political commitment to
fairness.
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ABSTRACT

Chinlone is an ancient Burmese ball game that is considered to be the national sport of
Myanmar. The primary purposes of this paper are twofold; first, to understand Chinlone’s
history, relations to other Southeast Asian kickball games and its possible inclusion into
UNESCO'’s intangible cultural heritage. Second, is to offer an argument for using Chinelone’s
inclusion as UNESCO intangible heritage as a tool for national reconciliation and pride in
post-civil war Myanmar. During the colonization of Burma by the British, it began to adhere
to the more ‘Western idea of sport’, something which was nonexistent in traditional Burmese
society. In postcolonial Myanmar, Chinlone was used as a nation-building tool by the newly
independent Burmese government. Chinlone was used to instill a sense of national pride and
unity amongst the people of Myanmar. By inclusion into UNESCO'’s Intangible Cultural
Heritage, Chinlone may be able to contribute to the formation of social capital and national
reconciliation in post conflict Myanmar.

Keywords: Chinlone; Intangible Cultural Heritage; Sports and Heritage, Sport and Conflict

1. INTRODUCTION

Chinlone dates back at least 1500 years, and it is commonly practiced by the vast majority of
different ethnic groups residing within Myanmar’s modern borders. It is certainly not exclusive
to the Bamar (the dominant ethnic group in Myanmar). In the present day, the sport is very
much confined to Myanmar itself. There are small groups of international fans globally, but
Chinlone is not globally well known. To the Western eye, Chinlone might to be ‘Keepie-Uppie’
with a tiny wooden soccer ball, or resemble ‘Hacky-Sack’: a common leisurely game played in
the West. Chinlone is typically played in one of two forms, either in a group (known as Wein
Kat), or individually (known as Tapandaing), the most common being Wein Kat, which is
typically played by in groups of six. The court is typically marked by a white circular line
measuring 22 feet in diameter on the ground. The players pass a handwoven rattan ball back
and forth using mainly their feet and knees. Use of hands is strictly forbidden. They will
continuously walk around in a circle formation rotating around one player standing in the
middle. The player in the middle is known as the ‘Prince’ or ‘Princess’, and the players will
take turns going into the middle of the circle to take on this role. What makes Chinlone truly
unique is that it is not competitive, there is no winner and no loser. There is only one team, with
every player involved being on the same team. The game has two main objectives, one primary,
and one secondary. The primary objective is to pass the ball from person to person without it
falling to the ground for the longest amount of time possible. The secondary objective is to add
flair to the style of play, players will typically attempt to execute the most complicated and
beautiful moves or tricks that they are capable of doing (Aung-Thwin, 2020). The solitary
version of the game: Tapandaing, is traditionally played only by females with the same
objectives. The player will essentially juggle the ball using their feet and knees, and attempt to
go for as long as possible while executing their best tricks. This particular style of Tapandiang
is a glimpse into just how culturally important the sport of Chinlone is to the people of Myanmar
(Lequan, 2009). Another type of Tapandiang is more similar to what a circus juggler or jester
would do, an example of this could be a female juggling a shiny metal ball with one foot, while
her other foot is balancing on a glass bottle that is placed upon a stool, and the stool itself is
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balancing on 4 more glass bottles placed under each leg of the stool, and those four glass bottles
are placed upon another stool (Aung-Thwin, 2016). The individual form of the sport
(Tapandiang) is essentially a modern-day performance art that is intended to display either
baffling complex skills or ancient Burmese traditional culture, whereas the group version (Wien
Kat) is generally viewed as more of a modern-day sport. The group version is highly structured
with players wearing uniforms while playing on a specifically designed Chinlone court in front
of a large audience of fans cheering them on (Bower-Bir, 2008).

2. REVIEW OF THE LITERATURE AND FIELD

There is limited English language academic literature about Chinlone. The most important
documents found are written by Maitrii Aung-Thwin. Aung-Thwin has delved into the
connection between the sport and how colonial/postcolonial powers used it for their various
objectives such as domination over the Burmese in the case of the British. Aung-Thwin also
notes the games’ role in nation-building in the postcolonial Burmese government. Aung-Thwin
covers a great deal of what we consider to be ‘the second in a series of four segments’ of the
story of Chinlone. The second segment, though rather brief, is arguably the most important part
of the sport’s history (Wood, 2014). This second segment in the story of Chinlone could be
referred to as ‘its premodern history’. He details the intense changes it went through during the
period. What Aung-Thwin doesn’t talk much about, however, is what we could consider the
First, Third, and Fourth segments in the story of Chinlone. Essentially he has covered the
development of the sport in the periods of Colonial occupation and Postcolonial independence,
starting when the British arrived in Burma in 1824 to the middle of the 20" century when the
newly independent Burmese government utilized the sport as a nation-building tool. The First,
Third, and Fourth segments in the story of Chinlone, would be as follows. First: its ancient
history, Third: its recent history, and Fourth: its future. Aung-Thwin does talk a bit about
Chinlone’s ancient history in his work and he tells of how there is some evidence to suggest
Chinlone is possibly more than a thousand years old, notably he mentions an Ancient ‘replica
of Chinlone ball’ found in a 7% century CE Pyu civilization settlement:

“Contemporary  tourist brochures, popular magazines,
government websites and newspapers trace the origins of
chinlone as far back as the Pyu civilization (first to eighth
centuries), considered by historians to be the first political culture
of ancient Myanmar. In 1926 —1927, a French scholar reported
that he had uncovered a silver replica of a chinlone that dated
back to the seventh century.” (Aung-Thwin, 2016).

Aung-Thwin also briefly discusses how historically variations of the game were played
throughout all of Southeast Asia and the notable different names that Chinlone was called in
these places. He then goes on to briefly mention one account of a Burmese king being gifted a
Chinlone ball from a Siamese visitor in the Thirteenth century:

“Another reference to chinlone established its origins during the
‘classical’ kingdom of the thirteenth-century Bagan, where a
king was presented an ivory chinlone by a ‘Siamese’ sculptor
upon his ascension to the throne. The story goes that he was so
pleased with the gift that he ordered it made in cane so that young
men at the Royal Court could play it.” (Aung-Thwin, 2016).
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Other than these few references to the ancient history of Chinlone, Aung-Thwin barely touches
on the subject, and there is truly something to be told here because of the great deal of
documentation that there is surrounding another similar but different sport: Cuju, which was
played by another ancient kingdom in the region: China. Also known as Tsu-Chu, Cuju was an
ancient Chinese sport that probably started being played more than 2000 years ago by the Han
dynasty, and eventually ceased to be played at some point between the 14" and 17" centuries
during the Ming dynasty period (Boucher, 2008; Cho and Leary, 2012). Due to the proximity
of Myanmar to China, however, there is a strong likelihood that Chinlone is directly descended
from Cuju. It is likely due to ancient Myanmar and ancient China having relations stretching
nearly 2 millennia (Sangermano, 1833). Considering the fact that many other Southeast Asian
countries have some sort of similar game to both Chinlone and Cuju, it can be theorized that all
versions of these similar Southeast Asian sports could all be directly descended from Cuju.
Aung-Thwin talks about these other similar sports and says:

“...Sixteenth century sources suggest that versions of the game
were played in Siam, Cambodia, Southern Vietnam, and
Indonesia.” (Aung-Thwin, 2020)

One can gain insight into the deeper relationship between all these ancient Asian sports from
further understanding them individually, as well as their similarities and differences to each
other. We can also suggest that there is a lot of significance in the relationship between Chinlone
and Cuju. This is evidenced by the recent acknowledgment by FIFA that Cuju is considered to
be the first officially recognized version of Soccer or Football, which is the world’s most
popular sport.

The Third section in the story of Chinlone would be the recent history to the present. This would
cover the period from the 1970s to the present day. There is more material from this period
including modern competitions, stories, books, and documentaries. Awell-known
contemporary media, is ‘Mystic Ball’: a spiritual documentary by Greg Hamilton (Hamilton
and London, 2006). Speaking of the documentary, Aung-Thwin says:

“Audiences were treated to stunning footage that portrayed the
‘sport’ of chinlone being performed on temple grounds, in
tournament play and in the back-alley streets of the city. Mystic
Ball presented chinlone as an enduring element of Burmese
culture, challenging conventional definitions of sport by
presenting chinlone as a manifestation of cooperation, non-
competitiveness, community and spiritual ideals.” (Aung-Thwin,
2020).

One easily accessible reference depicting how Chinlone has progressed in the recent past,
however, is the inclusion of Chinlone in the Southeast Asian Games. Chinlone has been
included in the SEA Games 3 times now in 2013, 2017, and most recently in 2023. At its
inaugural inclusion into the SEA Games in 2013 it was met with criticism by many who claimed
it was unfair because the Myanmar team seemingly had the upper hand as it was their national
sport. Regardless of the criticism, inclusion has shown the progression of the sport as a whole
and its potential to expand internationally, and this point leads to the fourth segment in the story
of Chinlone: its Future (The Nation, 2023).
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JoAnn LoSavio focuses on the use of sport in the nation-building of postcolonial Myanmar.
LoSavio investigagtes how the postcolonial Burmese nation-builders wanted to escape from the
legacy of colonial stereotypes. An example of these stereotypes is being labeled as ‘physically
inferior’ by the British (LoSavio, 2021). LoSavio argues that one of the ways the this was
achieved was by using activities that were introduced to them by their colonial rulers, such as
Western sports, to overcome their supposed ‘physically inferior’ image. She says:

“Participation in games communicated Burma’s sovereign status
to other states and demonstrated a commitment to the global
community. Simultaneously, transnational sporting events were
liminal spaces to disrupt continued colonial perceptions which
positioned Burmese as physically inferior. Burmese athletes
disputed the material ‘truths’ on which racist attitudes relied: the
physical incapacity of Asian bodies to match Western bodies and
exoticized notions of time and place that rooted Burmese in a
primordial past, lacking intellect to absorb modern
technologies.” (LoSavio, 2020)

It was during this period that these same Burmese postcolonial nation-builders used a similar
mix of pro-Western and anti-Western tactics to develop Chinlone into its modern form.
Modern Chinlone played in Myanmar is a hybrid of the traditional Southeast Asian game
combined with Western sporting culture.

3. A BRIEF HISTORY OF CHINLONE

Chinlone has its origins in the ancient Pyu civilization of modern-day Myanmar, it is not very
clear whether the inhabitants of the ancient Pyu civilization created the sport themselves, or
derived it from similar ancient Asian games (Crowther, 2007). There are a multitude of different
ancient games which are very similar to Chinlone which can be found throughout the various
nations of East and Southeast Asia. Some of these include Sipa of the Philippines, Da Cau of
Vietnam, Cuju and Jianzi of China, Sepak Raga of Indonesia, and Takraw Wong of Thailand.
While some of these games use the aforementioned wooden rattan ball (sometimes referred to
as a Caneball in English), other variations use something that could be described more as a
birdie or shuttlecock, similar to what is used in modern-day Badminton (Guillain, 2004).
Regardless of whether they use a caneball or a type of shuttlecock, all these games are similar
stylistically in their techniques, movements, and rules (Mabborang et. al., 2022; Pham Viet and
Tieu Thanh, 2021; Sedykh et. al., 2020; Suratman and Esa, 2017). In many of these Asian
nations, the game has developed into a hybrid net game, akin to volleyball or Badminton. Sepak
Takraw is the most popular version of these hybrid net games and it is essentially a mix of
Chinlone and Volleyball, it even still uses the same exact hand-woven wooden rattan cane ball
(Oh, 2011). These hybrid net games, however, seem to be much more recent and probably were
developed sometime in the past 100 years or so, while the original versions of the games are a
great deal older with some potentially even dating as far back as the 9" century BCE (Yang,
2017). It should be mentioned that one of these original versions of the games (Cuju) did
sometimes use a net as well, but the net being hoisted much higher up (Wertmann et. al., 2020).
Furthermore, the players would attempt to kick the ball through a hole in the net, as opposed to
over it. It is not clear whether other ancient versions of the games used a net as well, but in any
case, the use of nets seems to have fallen out of favor more than 500 years ago. Subsequently,
the more modern versions of the games played with nets, grew to become more popular than
their traditional netless counterparts, even though they had only recently just reemerged.
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This is likely due to these modern net versions being competitive games with clear winners and
losers, whereas the traditional netless versions tend to be mostly non-competitive. Furthermore,
the modern net versions of the game tend to display skills that are inherently more acrobatic
and athletic, this can be observed in Sepak Takraw, where players commonly utilize aerial flips
to spike the ball downward with their feet on the opponent’s side of the net. It is truly a sight to
behold, and when one is first exposed to it they tend to be very impressed by the amazing
movements of the players. The traditional non-net versions of the game are beautiful in their
own right, but they tend to have less acrobatic movements, focusing more on elegance and
teamwork (Lim, 2023).

As previously mentioned, all these Asian kick-ball games likely originated from the ancient
Chinese sport known as Cuju (sometimes spelled ‘Tsu-Chu’), and this of course includes
Chinlone. Cuju is well documented in the historical record and was played in mainland China
possibly as far back as the 9" Century BCE, which makes it nearly 3000 years old. FIFA
officially recognized Cuju as the original version of the world’s most popular game.

“On July 15th, 2004, Mr. Blatter, the president of FIFA
(Fédération Internationale de Football Association) officially
announced in the 3rd session of Soccerex Fair, that football
originated in Zibo, the capital of Qi State during the Spring and
Autumn Period of ancient China” (Liu et al., 2018).

Jianzi: another Chinese adaptation of Cuju is very popular and is a common pastime for many
people in China. Instead of a ball, it is played with something very similar to a badminton
shuttlecock, which is made from goose or turkey feathers which are tied to a roll of copper coins
as a counterbalance. Jianzi can be observed in public parks in the afternoon and is a relatively
low-intensity sport so it is something you may see even elderly people participating in as a way
to stay active during old age. Quite similar to Chinlone, players walk around in circles while
they are playing and pass the shuttlecock back and forth. Due to the slow speed at which the
shuttlecock flies through the air, the game is much more observable, meaning it is much easier
to see clearly which movements and maneuvers are being used. It is basically Chinlone in slow
motion, which makes it very age-inclusive. Another aspect that slows the game down (and
differentiates it from Chinlone) is the fact that the bottom of the shuttlecock is flat, this allows
the player to literally catch and balance the shuttlecock with the tops of their feet effortlessly.
This changes the dynamic of play considerably: in Chinlone the bouncy wooden rattan ball
immediately springs off of the player’s foot upon impact, speeding up the pace of the game, but
in Jianzi, the players can retain the shuttlecock for as long as they please with the tops of their
feet. It is not uncommon to see players balancing the shuttlecock for 5 to even 10 seconds before
releasing it and continuing the flow play.

4. WHAT’S IN A NAME?

Since its inaugural inclusion at the 2013 Southeast Asian Games, Chinlone has been further
included an additional 3 times: 2015 (Singapore), 2017 (Malaysia), and 2023 (Cambodia). It
was not included in 2019 (Philippines) and 2021 (Vietnam). At all the SEA Games events in
which Chinlone has been included since its inaugural inclusion in 2013, it was grouped under
the category of ‘Sepak Takraw’ and was not afforded its own separate sporting event category.
However, the subgrouping it has been given has consistently gone by the name ‘Chinlone’, and
has not been changed even though it has retained the same all-inclusive rules. It should be
mentioned that many of these Southeast Asian kick-ball games which use the wooden rattan
ball, are sometimes referred to collectively as ‘Caneball’.
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Across the world, there are debates about what the true name of any given sport should be. For
English speakers, the debate on whether the sport most commonly known as ‘Football’ should
go by that name, or should be called ‘Soccer’ has been raging on for more than half a century.
Football is the more preferred name globally and thus it has been transliterated into almost
every language in the world. ‘Soccer’ is the name most commonly used for the sport in many
former British colonies around the world such as Ireland, Canada, South Africa, Australia, New
Zealand, and most famously: The United States of America, where the name is very much a
point of heated contention because the majority of its citizens use the word ‘Football’ to instead
refer to their most popular sport, American Football (Murray, 1998). The name ‘Football’ is
rather self-explanatory, but the name ‘Soccer’ was a creation using the lengthier official title of
‘Football’ which is ‘Association Football’, the word ‘Soccer’ was derived from the word
‘Association’. A similar sort of derivative title could be used in the renaming of the Chinlone
event at the SEA Games. Another method to achieve this could be the utilization of a
portmanteau or a compound word consisting of two or more parts taken from the name Chinlone
and one of the other various names for a Southeast Asian kick-ball game. For example, using
‘Chinlone’ and ‘Sepak Raga’ we can create either the compound word: ‘Chinlone Raga’ or the
portmanteau: ‘Chinraga’. This is not a suggestion of any particular name; this is merely a
provided example of how a more inclusive name for the sport can be achieved ((Liu et al.,
2018). For example, the creation of the official international name for the sport of Sepak
Takraw.

“Sepak is the Malay word for kick and Takraw is the Thai word

for a woven ball, therefore Sepak Takraw quite literally means

“to kick ball.” The choosing of the Sepak Takraw name for the

sport was essentially a compromise between Malaysia and

Thailand, the two powerhouse countries of the sport” (Chen et

al., 2018).

It should also be noted that this was not an organically developed name, this formal title for the
sport was officially created in 1960, by a delegation of representatives from each of the
countries that play this sport (not only Thailand and Malaysia) in an attempt to appease the
international community of fans and give them a name that they could all agree on. For the
numerous related Southeast Asian kick-ball games however, it could still be a very fitting
solution for the question, as the international hybrid version of the game is still in its infancy,
and has only been contested internationally at the SEA Games for a little over a decade now
(The Nation, 2023).

5. POTENTIAL OF CHINLONE

At the most recent SEA Games in 2023 it was clear to see that the jump in effort dedicated to
the hybridized Southeast Asian kick-ball event (called the ‘Chinlone’ event) from the last time
it was contested at the SEA Games was massive (Matthews, 2023). This would clearly suggest
that it likely has a bright future ahead of it and is on an obvious upward trajectory with the rise
in recent years of other fusion sports. Fusion sports in general have a massive potential to spread
globally in a very short period of time due to their inherent adaptability. One fusion sport which
has also exploded in recent years, and is of the utmost importance to this research project is
Teqgball, which is basically a combination of Football and Ping-Pong.
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“...tegball, a sport played on a specially curved table, combining
elements of football and table tennis. This sport was invented in
2012 in Hungary and in 2019, Budapest hosted the Teqgball World
Championships with 160 athletes from 58 countries. To promote
this sport, the International Teqgball Federation signed an
agreement with the Ministry of Foreign Affairs and Trade, which
made it possible for hundreds of tegball tables to be donated to
organisations around the world and popularized this sport with
the help of the Hungarian embassies.” (Constantin, 2023)

It shares a great deal of similarity with the hybridized version of the Southeast Asian kick-ball
games and Sepak Takraw due to the fact that it primarily involves the same essential skill set
of keeping a ball aloft with one’s feet and knees. That is why some of the best Tegball players
in the world hail from Southeast Asia and are former Sepak Takraw players. This basic skill set
that these three sports shares offer them a huge advantage in terms of potential to spread
globally because of the ease of adaptability that people all over the world have should they
decide to take up these sports. The reason that there is such a massive degree of adaptability
with these sports specifically is that this essential skill set that they share is also shared with the
world’s most popular sport: Football. This is the primary reason for Tegball’s massive increase
in popularity in recent years, and it is certainly fathomable that the same thing could happen
with the hybridized version of the Southeast Asian kick-ball games (Sanitate et. al., 1998).

6. INTANGIBLE CULTURAL HERITAGE: NECESSARY FOR RECOGNITION,
PRIDE AND RECONCILATION

UNESCO as the world’s intergovernmental body with a mandate to promote cooperation in the
fields of education, science and culture but more importantly to help foster conditions of peace
(UNESCO, n.d.). The best-known UNESCO activities are its World Heritage Sites which were
physical and natural artifacts and sites of cultural significance to national histories (UNESCO,
1972). Numerous studies have been conducted demonstrating significant economic impacts
from tourism (Di Giovine, 2008; VanBlarcom and Kayahan, 2011), political contestation of
sites Bertacchini, E., Liuzza, C., Meskell, L., & Saccone, D. (2016), state recognition and
branding (Adie, 2017; Caust and Vecco, 2017), contributing to sustainable development (EI
Faouri and Sibley, 2024; Labadi, 2017). The overwhelming consensus is that World Heritage
status is generally beneficial to the host nation as they institute good governance and
preservation standards, increase income and national pride. On the back of this success
UNESCO promulgated the Intangible Heritage Convention to preserve and uplift physical and
non-physical markers of cultural history. The 2003 Convention defines intangible heritage as

“the practices, representations, expressions, knowledge, skills
— as well as the instruments, objects, artefacts and cultural
spaces associated therewith — that communities, groups and, in
some cases, individuals recognize as part of their cultural
heritage. This intangible cultural heritage, transmitted from
generation to generation, is constantly recreated by
communities and groups in response to their environment,
their interaction with nature and their history, and provides
them with a sense of identity and continuity, thus
promoting respect for cultural diversity and human
creativity” (UNESCO, 2003).
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Adding Chinlone to UNESCO’s official list of Intangible Cultural Heritage would not only
provide many people with a sense of pride knowing that their national sport have been
recognized by UNESCO and the greater global community as being of great cultural
importance, but it would also ensure them that they will be afforded some protection should
they ever need it (Tang, 2013). Their inclusion into the list would be a powerful way to
legitimize them and garner recognition for them as sports of importance. This could then
promote their growth which would ultimately ensure their longevity, and likely prevent them
from ever being disregarded or forgotten about, and that is certainly reason enough to justify
their inclusion into the list. At present Myanmar has only two World Heritage sites, Pyu
Temples and Bagan (UNESCO World Heritage Centre, n.d.). In 2025, Myanmar submitted
Chinlone to UNESCO for consideration and inclusion into the intangible heritage list (Xinhua,
2025). Just as UNESCO takes measures to protect historical sites, it also takes initiative in
preserving cultural practices, this is because it has thankfully realized that both are equally
fragile and deserve attention and preservation. The same intense feeling of comfort that some
may encounter in knowing that a powerful organization such as the United Nations has vowed
to protect their local historical site, would also be felt by others knowing that the same is being
done for their traditional cultural practice. Thus, the existence of this list of Intangible Cultural
Heritage is of the utmost importance to this report, because it presents an opportunity for all the
aforementioned ancient Asian games to not only be legitimized but also preserved.

If added to UNESCO’s list of Intangible Cultural Heritage, every ancient Asian sport and game
mentioned in this essay would fall under the category referred to as “TSGs’ (Traditional Sports
and Games). The International Council of Traditional Sports and Games (ICTSG), is an official
organization that UNESCO played a major part in creating. The ICTSG was created to
safeguard the TSGs played around the world defining itself as:

“The International Council of Traditional Sports and Games
(ICTSGQ) is an official registered non-profit organisation which
serves as an international umbrella to ensure the safeguarding and
promotion of traditional sports and games aimed to support and
assist governments, non-governmental organisations, as well as
the sport movement at national, regional and continental levels
through harmonization, coordination of efforts, guidance,
assistance and advice.” (ICTSG, 2019).

Another organization which has also taken measures to formally recognize and protect TSGs is
the Association of Southeast Asian Nations. In January of 2024, ASEAN published an official
report containing more than 60 pages regarding the protection of TSGs. The title of the
document is: ‘Promoting and Safeguarding Traditional Sports and Games in ASEAN:
Challenges, Opportunities, and Strategies’. In this document ASEAN lays out a plan to ensure
that the region’s TSGs are guaranteed longevity and a promising future. The foreword of the
report states that the report itself is:

“...proof of the commitment of our member states to uphold and
celebrate the diverse cultural heritage that unites ASEAN.
Through this comprehensive study, we explored the challenges
faced by traditional sports and games in the modern era. It is not
only the passage of time that poses a threat but also the allure of
new, globalised forms of entertainment that pull our youth away
from the traditions that have shaped our societies.” (Daut, 2024).
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The report makes mention of nearly every single traditional Southeast Asian game mentioned
in this essay, and though that fact should have been expected, it is still certainly a relief to know
that at least at the regional level all these TSGs are recognized and in good hands for the time
being. ASEAN is working to the safeguarding of TSGs, and however comforting as it may seem
there are still some points of contention that need ironing out. For example, in ASEAN’s report,
there was quite a bit of animosity expressed towards the modernization of TSGs:

“Modernisation has also resulted in declining interest and
participation in something old and traditional in favour of
modern equipment and technology that make life easier. Thus,
many of the world’s TSG have been modernised, resulting in
deviation from their origins (Boro, Daimary, Naizaree, 2015).
New equipment is used, such as the change from a natural (i.e.,
rattan) to synthetic ball for kasipa, a kicking game in the
Philippines; rules are revised to make a TSG more competitive;
and different playing surfaces are used (i.e. from natural settings
to modern concrete facilities).” (Daut, 2024)

For the modern hybridized version of the Southeast Asian circular kick-ball games, the
recognition of the traditional sports which it draws from as practices of ‘Intangible Cultural
Heritage’ by UNESCO would likely increase global participation in it and put it on track to
actually become a well-known competitive sport with competitions and leagues all over the
world. This could put it up there in terms of global popularity with other world famous
Southeast Asian sports such as Muay Thai.

7. MYANMAR: CONFLICT AND NATIONAL IDENTITY

In Imagined Communities, Anderson argues that nation-states are products of modernity. The
primary purposes of nation-building is to unify disparate peoples for political development.
Many aspects of modernity from Anderson’s view are top down in fashion and mimic tastes or
perspectives of elite culture which are imposed downwards on a population through print media
(Anderson, 1983, 1998). Gellner takes a broader view of exo-education and imposition of high
culture to craft national identity for development under capitalist economic circumstances
(Gellner, 1983). From both perspectives nation-building is a set of processes that seeks to unify
for common purpose people’s who previously have little in common with others outside of their
locality or region. In the case of Myanmar nation-building, or building a cohesive national
identity for the majority people inside of the nation state has been a failed project. Myanmar
since achieving independence in 1948 has rarely known peace. Much of the conflict can be
understood through the lens of failed nation-building as a consequence of ethnic fragmentation
and inability to articulate and build a national identity (Clarke et. al. 2019). Htoo and Waters
argue that General Ne Win strategy of ‘Burmanization’, or trying to forge a national identity
from ethnic Burman heritage was a primary reason for resistance and ethnic strife (Htoo &
Waters, 2024). Burmanization is the imposition of low land Bamar culture from the majority
population onto a widely diverse population from language, history and other markers of ethnic
identity. This can be seen in armed resistance by groups such as the Kachin, Shan, Karen and
others who have resisted the imposition and integration of Bamar culture and state structures
onto their own. Phattharathanasut and Brehm argue the same but from a nuanced perspective
of pre and post democratization education and find that indoctrination during the miliary and
Aung San Suu Kyi periods were nearly identical (Phattharathanasut & Brehm, 2025).
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They see the imposition of Bamar nationalism in state education language policy and history
instruction, which despite rhetoric of decentralization conforms to rigid nationalist instruction
from an ethno perspective that does not allow expression of minority interests. This lends
credence to the notion that there is a continuity of nation-building strategies that have both
failed but are entrenched and enduring. Kramer finds that attempts to incorporate ethnic
minorities into state structures and provide them with autonomy through the policy of
decentralization as a tool for cohesion did not provide a means for lasting identity formation
and unity (Kramer, 2010). Contemporary Myanmar is composed of 135 officially recognize
ethnic groups and more which are not officially recognized (Humanitarian Aid Relief Trust,
2021). It is no great surprise that Myanmar’s project of state building given the contradictions
of a penchant for state authorities to centralize and utilize power coupled with extreme diversity
of cultures and histories of not being directly governed has been problematic. These
contradictions exploded after the coup of February 2021 when the NLD government was ousted
in a military coup. Since the 2021 coup, Myanmar has been engulfed in open armed conflict
that has destabilized nearly the entire country with armed groups pushing the military out of
Myanmar’s’ hinterlands. Since the coup the economy has been shattered and there is now open
questioning of whether Myanmar as a state can be reconstituted in its previous form after
conflict subsides, regardless of who emerges victorious (Pedersen, 2022; Takhun, 2025; Ware
& Skidmore, 2023). The previous section argues a number of points, from failed nation-building
and misplaced nationalism but most importantly is the reality that the conflict cannot continue
indefinitely. When conflict does subside and concludes there is an open question: how to rebuild
a shattered nation? The preceding section posits that there is little in the way of foundations for
common national identity and nation-building. Yet there is one common past time that can unite
the people of post-war Myanmar; Chinlone.

8. POST CONFLICT MYANMAR: THE ROLE OF SOCIAL CAPITAL

Post conflict Myanmar will face the prospect national reconciliation and conflict resolution.
One major impediment will be the fundamental lack of trust in national authority and between
ethnic armed organizations that will have earned a measure of autonomy or independence. The
question of how to build durable peace is a complex. However, to create the conditions of this
is address the deep roots of conflict rooted in culture which stem from gender, history, language
and the like (Galtung, 1990). Implicit in Galtung’s analysis is also to find commonality which
can be agreed upon by a vast majority of the population which can set a condition for negative
peace, or the absence of latent and non-latent violence (Galtung, 1969). One method to
achieve a settled peace is to establish and support the production of social capital. Fukuyama
(2001), conceptualizes social capital operating at a macro-theoretical level, as informal norms
underpinning economic efficiency and liberal democracy, while warning of its exclusionary
potential when confined to narrow groups. Social capital is defined by Bourdieu as “the sum of
the resources, actual or virtual, that accrue to an individual or a group by virtue of possessing a
durable network of more or less institutionalized relationships of mutual acquaintance and
recognition” (Bourdieu, 1986 p. 23). Bourdieu conceptualizes social capital from the
perspective of the individual rather than the collective but importantly he introduces the notion
of networked relationships that can be deployed for individual social benefit. Putnam defines
social capital as “features of social organization, such as networks, norms, and social trust, that
facilitate coordination and cooperation for mutual benefit” (Putnam, 2000 p. 57). Putnam is
distinguished from Bourdieu in the sense that he sees social capital through the lens of networks
of civic engagement. Most importantly where individuals meet in symbolic and performative
activities that demand coordination and teamwork that build comradery. Mianmar in a broad
sense has had strong intra-ethnic bonds while bonds between ethnic groups are many times
contensious if not outright hostile (Anwary, 2020).

121



At present the larger unifying force of ethnic armed organizations and groups is towards the
military junta in Naypyidaw (Brenner, 2025). For a post conflict Myanmar cross ethnic bonds
must be strengthened alongside civil society to rebuild trust among antagonistic and autonomy
or independence minded groups. Just as important is the reforging of civic traditions on a broad
scale towards a civic and inclusive nationalism that can unify disparate groups. The 2021
military coup and civil war have undermined all progress of civic institution building from the
2010 transition period.

9. CHINLONE: SPORT AND NATION-BUILDING

There is a wide body of literature on the contribution of sport to post conflict reconciliation and
nation-building. Burnett (2006), Bisung and Elliott (2014), and Fukuyama (2001) converge on
the centrality of social capital in fostering cooperation, trust, and collective action, yet they
differ in scope, application, and emphasis. Scholars also highlight sports capacity to promote
social cohesion, reconciliation, and empowerment, but also caution against uncritical
assumptions of its efficacy. Kidd (2008), Hoglund and Sundberg (2008), and Krasniqi and
Krasniqi (2018) illustrate that community-based initiatives—whether in HIV/AIDS awareness
campaigns, post-apartheid South Africa, or post-war Kosovo—can facilitate trust, inclusion,
and reconciliation when embedded within local identities and needs. Similarly, Merkel (2008),
Mitchell et al. (2016, 2020), and Dolan and Connolly (2016) demonstrate how sport may serve
as a symbolic and institutional mechanism for reconciliation and solidarity, while also
reinforcing divisions through rivalry and exclusion. Yet, these studies reveal the limits of
sport’s transformative potential: although it can generate symbolic unity or short-term trust,
enduring structural inequalities and contested political identities frequently constrain long-term
impact. Critical perspectives draw attention to the ways in which power asymmetries and donor
agendas shape Sport for Development and Peace (SDP). Giulianotti et al. (2016), Giulianotti,
2011) and Hayhurst (2009, 2015) argue that many SDP initiatives reproduce neoliberal and
postcolonial hierarchies, privileging Global North donors and international NGOs while
sidelining grassroots actors. Kidd (2008) similarly critiques the sector’s fragmentation and
underfunding, noting that short-term, volunteer-driven programs may undermine local systems.
Marchetti and Tocci (2009) extend this critique to civil society more broadly, observing that in
conflict-affected contexts, international donors frequently prioritize technical NGOs over
legitimate grassroots organizations, potentially entrenching exclusion. These arguments
resonate with Hartmann’s (2000) conceptualization of sport as a “contested terrain,” wherein
emancipatory narratives coexist with the reproduction of structural inequalities, particularly in
racial and postcolonial contexts. Fred-Mensah (2004) adds that in fragile postwar settings,
sustainable development depends on rebuilding trust through inclusive governance structures,
showing how UNDP initiatives in Mozambique and Rwanda transformed uncertainty into
institutional capacity and citizen confidence. Despite such critiques, the literature collectively
affirms that local agency, cultural legitimacy, and inclusive forms of social capital are essential
for sustainable outcomes. Krasniqi and Krasniqi (2018) demonstrate how shared play facilitated
bridging social capital in Kosovo, while Myeong and Seo (2016) show that inclusive networks
foster greater trust in governance than bonding ties alone. Similarly, Nataliia & Maiia (2024)
contend that the peacebuilding potential of sport is highly contingent upon political context,
with democratic settings offering greater scope for activism than authoritarian regimes. Parry
(2012) complements these findings normatively, suggesting that sport’s rule-based values of
fairness and cooperation reflect liberal democratic ideals. Collectively, these studies indicate
that sport’s role is neither inherently positive nor negative, but is shaped by broader political
structures, opportunity contexts, and the balance between local ownership and external
influence.
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Nevertheless, several gaps persist. Gift and Miner (2017) highlight the neglect of the sport-
politics nexus within political science, leaving insufficient analysis of how sport intersects with
electoral processes, policymaking, and governance. Although numerous case studies exist,
comparative and longitudinal analyses remain limited, particularly regarding the long-term
impacts of sport-based interventions on structural inequalities, institutional trust, and
reconciliation. Furthermore, the field requires greater engagement with interdisciplinary,
postcolonial, and feminist methodologies Hayhurst (2015) that interrogate how power, identity,
and representation are embedded within sport-for-peace initiatives. Addressing these gaps
demands moving beyond celebratory or instrumental framings to critically assess how sport
functions simultaneously as a vehicle of emancipation and as an instrument of control in global
politics. For post conflict Myanmar, Chinlone offers a unique and nationwide inroad force of
cultural inclusivity to begin to rebuild social bonds fractured by war. Aung-Thwin (2012, 2020)
has traced the evolution of Chinlone from a traditional activity to national sport in the period
following independence. Aung-Thwin argues that Chinlone’s modernization was a product of
nation-building to differentiate from the colonial period. Chinlone’s roots are one of non-
hierarchial and non-competitive play which reflect a non-adversarial nature that is suited for a
post conflict society and anchored in the collective memory of Myanmar’s population. Aung-
Thwin (2020) has noted the structure of non-compettitive play is powerful correlative of
reconciliation and cultural marker of familiarity. This coupled with the low cost of entry to play
Chinlone offers the ability to publicly display culturally inclusive dialogue that is able to
transcend existing divisions. Chinlone has a broad appeal and is played in private and public
settings of pagoda’s which are prime examples of the ability of the game to transcend
localization and class. Aung-Thwin has further noted the incorporation of Chinlone into
national education curriculum as a means to foster national identity formation and
familarization (Aung-Thwin, 2012, 2020). This non-confrontational programming can and
should be reimagined in a post conflict Myanmar. The to need to not only formulate a new but
culturally familiar and connected history would be essential for building bonds of trust and
social capital.

11. CONCLUSION

Chinlone is an ancient Burmese ball game that is considered to be the national sport of
Myanmar. It is certainly a TSG of great importance, and is very unique in the sense that it is
noncompetitive. It is over a thousand years old, and is likely descended from the even older
Chinese sport of Cuju. It has many links and a shared heritage with several other traditional
Asian games. It has gone through a myriad of changes in the past 200 years, caused by
colonization, Westernization, and postcolonial nation-building projects (Guttman (1996). In a
society highly fractured due to years of violent civil war, sport, in this case, Chinlone offers a
powerful means to help rebuild the sinews of social bonds which have been severed. If
UNESCO recognizes and grants Chinlone Intangible Cultural Heritage status, this would be
powerful marker of national pride and a permanent symbol of linkage of the present to
Myanmar’s history. Chinlone is a single facet which can help contribute to post conflict
reconciliation after the civil war. It of course is not the only factor but it is one which can help
foster and build social capital on a broad basis. This coupled with the prestige and symbolism
of achieving Intangible Cultural Heritage may provide a foundation for post conflict social
reconstruction of nation which has seen far more than its share of conflict and deserves not only
peace but pride of place.
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ABSTRACT

For the development of any society entrepreneurship is very important. Its impact on economic
growth, employment and the alleviation of extreme poverty is known. High level of
unemployment of young people, in Croatia and EU, points to the need to focus on
entrepreneurship with the aim of reducing this type of unemployment. In order to encourage
young people to become entrepreneurs, knowledge about entrepreneurship framework
conditions (EFCs) is necessary. Namely, EFCs represent very important components of
entrepreneurship ecosystem and they are a ,,0xygen of resources, incentives, markets and
supporting institutions for the creation and growth of new firms. The aim of this paper is to
explain EFCs and to analyze the scores for all nine EFCs in Croatia for the period from 2013
til 2023 and compare them with the average scores of EU countries. Furthermore, the goal is
to identify the EFCs that are incentive and those who are restrictive for croatian
entrepreneurship. The results of the analysis shows how the conditions primary and secondary
education for entrepreneurship in Croatia records the lowest average value of 2.32 in the
observed period, while the largest difference in the average value between Croatia and the EU
is recorded for the conditions government policies towards entrepreneurship — speed and easy
of regulatory (1.17 points) and government policies towards entrepreneurship — priorities and
support (0,98 points).

Keywords: Croatia, entrepreneurship, entrepreneruial framework condtions, EU, young people

1. INTRODUCTION

In the labour market of Europe, youth people are vulnerable and record high unemployment
rates compared to other stakeholders in the market (Vasilecsu et al., 2025). Namely, in January
2024, the youth unemployment rate in the EU was 14.9% and in recent decades it has been
consistently around twice as high as the general unemployment rate (people aged 15 to 74)
(European Commission, 2025). In Croatia the youth unemployment rate is even higher and
amounts 16,8% (Trading Economics, 2025). Given this, young people need to find new ways
to enter the labour market and entrepreneurship stands out as an opportunity (Stoica et al, 2020;
Pfeifer et al., 2021; Vasilecsu et al., 2025). Furthermore, according to Orobia et al. (2020) youth
entrepreneurs as well as woman entrepreneurs have a significant effect on the development and
economic growth of a country through job creation, new innovations and etc. (Stoica et al, 2020;
Ionescu, 2020). They also represent a significant part of the society and the future of nations
depend on them (Gulzar and Fayaz, 2021). Entrepreneurial framewotk conditions (EFCs)
represent a ,,a set of structural conditions of entrepreneurial activity” (Gomes et al., 2023, p. 2).
The state of EFCs is directly connected to entrepreneurial capacity, preferences and opportunity
which consequently affects business dynamics (Gabor, 2018). Furthermore, for the
development of entrepreneurship and its effects on economic development, entrepreneurial
participants and eniviromental elements are also very important (Pfeifer et al., 2021).
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According to Gomes et al. (2023, p. 2) entrepreneurial ecosystems are defined “as unique sets
of contextual and individual actors that stimulate the exploration and discovery of
entrepreneurial market opportunities through competitiveness and innovation to achieve
economic growth”. Different countries have different EFCs, which can have a negative or
positive effects on entrepreneurial activity outputs and inputs.

Due to previously mentioned, it is necccessary to analyze the EFCs of individual countries in
more depth. So, in this paper the focus is going to be on EFCs in Croatia for an eleven-year
period and comparison with the EU. The question arises as to which elements of EFCs are
incentive and which are restrictive for entrepreneurship?

2. ENTREPRENEURIAL FRAMEWORK CONDITIONS

For an entrepreneurship ecosystem most important components are entrepreneurial framework
conditions (EFCs) and they represent an important ,,oxygen of resources, incentives, markets
and supporting institutions for the creation and growth of new firms,, (Gabor, 2018, p. 154).
According to the GEM survey, nine framework conditions of entrepreneurial enviroment are
anlazyed:

1. financial resources/access to money — represent vailability of financial resources for
new and growing firms (including equity, debt, grants and subsidies, private investors,
etc.).

2. government policies towards entrepreneurship — represent the extent of public policies
focused on supporting new and growing firms and the extent to which taxes and
regulations do not harm new and growing firms.

3. government programs for entrepreneurship — represent the presence of programs
focused on enhancing new and growing firms.

4. education and training for entrepreneurial competencies — represent the attention given
to building creativity, self-confidence, or basic understanding of market and
entrepreneurial principles in primary and secondary schools. Also includes availability
of programs that prepare for starting and managing new or growing firms at all types
of higher educational institutions including universities, colleges, vocational or
professional schools.

5. transfer of research and development — represent the availability of new knowledge,
and affordability of new technologies for new and growing firms.

6. professional and commercial infrastructure —represent the availability and affordability
of business suppliers, contractors, consultants, legal, accounting and banking services.

7. openness of the domestic market — represent the perception of dramatic changes in
market and the extent to which new and growing firms are free to enter existing
markets.

8. physical infrastructure — represent ease of access to communication, utilities,
transportation, land and space at a price that does not discriminate against new and
growing firms.

9. cultural and social norms — represent the extent to which national culture supports
individual success, self-sufficiency, risk taking, innovativeness and individual
responsibility
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3. ANALYSIS OF EFCS IN CROATIA AND COMPARISON WITH THE EU FOR THE
PERIOD FROM 2013 TILL 2023

3.1. Methodology

The analysis of Croatia’s entrepreneurial environment is based on GEM survey data from 2013
to 2023, available on the CEPOR website. The survey includes two groups: a population sample
aged 18 to 64 and experts. In Croatia, IPSOS PULS conducts the survey in cooperation with
the GEM team, using a mix of telephone and online methods since 2020. Data are weighed by
age and gender to reflect the working population and harmonized by the global GEM
consortium. Respondents rate various aspects of the entrepreneurial environment on a scale
from 0 (very poor) to 10 (excellent). Results are presented in graphs showing trends and
indicating whether elements act as enablers or barriers to entrepreneurship. The questionnaire
covers nine categories, providing clear insights into attitudes toward the entrepreneurial
ecosystem. This analysis allows comparison between Croatia and EU countries and highlights
key strengths and challenges in fostering entrepreneurship.

3.2. Results

Graph 1 shows the values for the condition access to financial resources. Croatia experienced a
decline in values from 2013 to 2015, followed by a significant increase in 2016. Until 2020,
there was a steady slight growth, after which a notable drop of 0.39 points occurred in 2021
compared to the previous year. In 2022, growth resumed and continued into 2023, when Croatia
achieved better results than the EU average. The average score for the financial resources
element in the EU from 2013 to 2023 was 4.64, while for Croatia it was 4.18. These results
indicate that Croatia lags considerably behind the EU average and that this element acts as a
constraint on entrepreneurial activity within the country.

4,00
3,00
2,00

2013. 2014. 2015. 2016. 2017. 2018. 2019. 2020. 2021. 2022. 2023.

Croatia EU average

Graph 1: Financial resources/access for money for Croatia and EU average
Source: Author's based on GEM Croatia (2013 - 2023)

Although there are sufficient bank loans available in the Croatian market, the problem of
inadequate access to appropriate financial resources persists, especially in the early stages of
rapid business growth (young, innovative companies), when such resources are most needed by
entrepreneurs. When referring to types of funding, this includes venture capital funds, business
angels, crowdfunding, access to financial resources from European Union funds, and others.The
reasons for these results can be found in the historical orientation of Croatian entrepreneurs
toward banks, the negative perception among entrepreneurs that entering the capital market is
expensive, lengthy, and complex, as well as the relatively short history of the market economy
in Croatia. Graph 2, representing the condition of Government policies — priorities and support,
shows that Croatia does not exhibit a consistent upward trend. From 2013 to 2023, Croatia’s
results reveal a pattern where after two years of growth, there is a decline in scores, indicating
instability in government policies. Notably, Croatia experienced a drop of 0.40 percentage
points in 2015 compared to the previous year, and a 0.44 percentage point decline in 2018.
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In contrast, the EU average declines were smaller, with a 0.20 percentage point drop in 2015
and 0.27 percentage points in 2022, the latter being the largest decline among EU countries. A
concerning fact for this category is that out of the nine lowest-rated statements related to
entrepreneurial environment elements between 2012 and 2015, five were connected to
government policies. Similarly, from 2020 to 2022, six of the fifteen lowest-rated statements
concerned government policies. The average score for Croatia during the observed period was
2.80, while the EU average was 3.78 (Figure 13) clearly indicating the urgent need for key
reforms in creating a supportive entrepreneurial environment in Croatia regarding government
support.
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3,50
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0,50
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Croatia EU average

Graph 2: Government policies towards entrepreneurship — priorities and support for Croatia
and EU average
Source: Author's based on GEM Croatia (2013 - 2023)

Graph 3 illustrates the aspect of speed and efficiency of regulatory actions, specifically
government policies aimed at simplifying the existing regulatory framework within which
entrepreneurial activity takes place. Between 2013 and 2015, Croatia recorded a decline in
values; from 2016 to 2018, there were no significant fluctuations in the trend, while from 2019
onward, a constant increase is evident, with the largest surge in 2021 of 0.8 points compared to
2020. In EU countries, stability in values can be observed from 2013 to 2015, followed by a
sharp increase that, with minor variations, continued until 2020. In 2021, both the EU and
Croatia registered significant growth, with the EU recording an increase of 1.05 points
compared to the previous year, which is also the highest jump in the EU average within the
observed period. The average score for the regulatory functioning dimension in the EUfrom
2013 to 2023 is 3.73, which is higher than Croatia’s average but remains one of the lowest-
rated categories in the research for EU countries. The average score for the government policy
category—regulatory functioning dimension—in Croatia for the period from 2013 to 2023 is
2.56, which is lower than the score for the priorities and support dimension within the same
category, which amounts to 2.80. Consequently, it can be concluded that this element of the
entrepreneurial environment also acts as a limiting factor on the entrepreneurial climate and
indicates the alarming state of this component of the entrepreneurial ecosystem. The condition
government programs for entrepreneurship (chart 4) in Croatia is rated higher than both
elements of government policies toward entrepreneurship, with an average score of 3.31.
Despite this, the ratings for this research category are still lower than the average for EU
countries. Regarding government programs for entrepreneurship, Croatia shows a slight decline
in values from 2013 to 2015, followed by a significant increase in 2016, which is then
maintained without major fluctuations until 2020. In 2021, there is a somewhat larger increase
of 0.69 points compared to the previous year. However, this growth trend does not continue, as
Croatia records a decrease of 0.21 points in 2022. In the category of government programs for
entrepreneurship, the EU shows a stable trend from 2013 to 2015, followed by a sharp rise in
2016.
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Throughout the rest of the observed period, EU countries record a slight increase without
significant fluctuations. The average score of 4.21 for EU countries is significantly higher than
Croatia’s average of 3.31. Although scores in both Croatia and the EU show improvement, the
evaluation criteria for this component highlight the need to change the implementation methods
of government programs. From the previous figure 4, we conclude that the element of
government programs for entrepreneurship acts as a limiting factor for the entrepreneurial
climate in the Republic of Croatia. However, the fact that in the last observed year Croatia’s
average score increased by 0.36 points while the EU recorded a decline indicates the possibility
for positive shifts and progress in the country.
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Graph 3: Government policies towards entrepreneurship — Speed and Ease of Regulatory
Functioning for Croatia and EU average
Source: Author's based on GEM Croatia (2013 - 2023)
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Graph 4: Government programs for entrepreneurship
Source: Author's based on GEM Croatia (2013 - 2023)

Chart 5 shows the data for the condition of primary and secondary entrepreneurial education.
For Croatia there is a visible decline in value in the period from 2013 to 2015, after which it
records a significant increase in 2016, with a difference of 1.17 points compared to the previous
year 2015. In 2017 and 2018, there are no significant changes in value, nor growth, while
Croatia records a decline in value in 2019. The rest of the observed period, ending with 2023,
is marked by a trend of constant slight growth. The values of the element of primary and
secondary education in the EU from 2013 to 2015 record a stable trend, with the same score of
2.1, after which there is an exceptional increase in 2016 when the average score is 3.19. From
2017 to 2023, the EU records a constant trend of slight growth, with minor oscillations in value.
EU countries maintain the average, while in Croatia a slightly larger oscillation of grades is
observed, but with a tendency to increase. The average grade for the observed period in the
Republic of Croatia is 2.32, while for EU countries it is 2.96, which makes this dimension one
of the worst rated.
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The inadequacy of primary and secondary education in the Republic of Croatia is considered
one of the leading discouraging factors for the development of entrepreneurial activity, although
their importance is strongly emphasized by various European Union programs. Many
respondents declare that primary and secondary education does not contribute to the
development of entrepreneurial ideas, initiatives and the development of creativity for
strengthened entrepreneurial activity, which is confirmed by the ratings indicating that this
component of the GEM research has a limiting effect on entrepreneurial activity in Croatia.
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Chart 5: Entrepreneurship education - primary and secondary
Source: Author's based on GEM Croatia (2013 - 2023)
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Chart 6. Entrepreneurship education — tertiary
Source: Author's based on GEM Croatia (2013 - 2023)

Regarding tertiary entrepreneurial education (chart 6) Croatia shows a decline in value from
2013 to 2015, after which it records a significant increase in value in 2016. Until 2018, the trend
is stable with an average grade of 3.74, after which the value decreases in 2019. Until the end
of the observed period, a constant slight increase is recorded. In the tertiary education category,
the EU shows a slight decline in value from 2013 to 2015, after which it records an exceptional
increase in value in 2016. Until 2023, a stable increasing trend in value is recorded. It is
noticeable that the average of EU countries is maintained, as is the case with primary and
secondary education, while in Croatia the trend oscillates. The average grade in the observed
period for the EU is 4.13, and in the Republic of Croatia 3.31. It is a worrying fact that Croatia
has had the lowest scores for the tertiary education element in the EU four times in the observed
period of eleven years (2015, 2017, 2018 and 2020). Although, the tertiary education element
has been rated with a higher average score than primary and secondary education, it is still
significantly worse than the EU average, which indicates that adequate entrepreneurial
education is a pressing problem in creating a stimulating entrepreneurial environment. These
results should certainly be an incentive for a comprehensive reform of the education system in
the Republic of Croatia, since they suggest that the educational component of the
entrepreneurial environment does not have a stimulating effect on its development.
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Chart 7: Transfer of research and development
Source: Author's based on GEM Croatia (2013 - 2023)

The condition transfer of research and development refers to the successful functioning between
the research and business sectors. This component largely determines the competitiveness of
Croatian companies' products, since innovation is the main prerequisite for growth: not only in
the design and launch of new products, but also in the production process, organization and
market placement. Chart 7 shows a decline in value from 2013 to 2015 for Croatia, after which
it records a significant increase in value in 2016, which continues in 2017. After two years of
growth, in 2018 there is a significant decrease in value, which continues in 2019. From 2020 to
2023, Croatia records a trend of constant slight growth in the value of this component. In the
component of transfer of research and development, EU countries record stability in value in
the period from 2013 to 2015, followed by an exceptional increase in value of 1.64 points in
2016. In the rest of the observed period, the EU records a constant slight growth in value. In the
initial observed period (2013, 2014, 2015), the difference between the average scores of the
R&D transfer component between Croatia and EU countries was not significantly pronounced,
although Croatia was the country with the lowest score for the component in 2014 and 2015.
The reason lies in the fact that this component of the entrepreneurial ecosystem was rated
extremely poorly in EU countries from 2013 to 2015, with an average score of 2.53. Since 2016,
the Croatian average has started to lag significantly behind the European average, and in 2016,
2018, 2019 and 2020, Croatia has traditionally been the country with the lowest score for this
component among the surveyed countries. Since 2022, when Croatia's average score is 3.36
and the EU average is 4.21, the gap in the observed component is closing, which is certainly a
good signal for the Croatian economy. The positive trend continues in 2023, when the
difference between the average score of the Republic of Croatia and the EU countries was
reduced to 0.69 points. This is also confirmed by the analysis of changes in the scores of
individual statements defining the transfer of research and development within the GEM
survey, which record a significant jump compared to previous years. In conclusion, the
reduction of the gap behind the EU average for Croatia is a good signal, but the difference in
the scores of Croatia and the EU in 2023 still warns that this component of the entrepreneurial
environment is still limiting, rather than stimulating, the entrepreneurial climate in Croatia. In
the professional and commercial infrastructure component (chart 8), Croatia shows a slight
decline in value from 2013 to 2015, after which it records a significant increase in value in
2016, which continues in 2017. In 2018, Croatia records a decline, followed by a period of
growth that, with minor oscillations, was maintained until the end of the observed period. In
the EU countries, in the period from 2013 to 2015, the stability of the value is evident with an
average score of 2.73, after which there is an exceptional growth in 2016. The trend of slight
growth in value continues until the end of the observed period. Chart 8 shows that, despite the
shortcomings, the professional and commercial infrastructure component is among the best
rated in Croatia and the EU.
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However, with an average score of 4.07 in the period from 2013 to 2023, Croatia lags behind
the EU average by 0.77 points, which represents a significant lag. Given the fact that
government programs have so far been mainly focused on institutional development, an
analysis of effectiveness and radical changes in approach are necessary, primarily through
government measures, so that the professional and commercial infrastructure component has a
stimulating effect on the entrepreneurial environment.
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Chart 8: Professional and commercial infrastructure
Source: Author's based on GEM Croatia (2013 - 2023)
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Chart 9: Market openness — dynamism of changes
Source: Author's based on GEM Croatia (2013 - 2023)

Regarding the openness of the domestic market - an element of dynamic change (chart 9),
Croatia shows stability of values in the period from 2013 to 2015 with an average score of 3.53,
followed by significant growth in 2016, and then in 2017. Since 2018, when the value
decreased, with the exception of 2020, Croatia has recorded a continuous increase in value until
2023. In the period from 2013 to 2015, EU countries recorded a slight decrease, followed by
exceptional growth in 2016. By the end of the observed period, the EU shows smaller
oscillations in value with a tendency of slight growth. Chart 9 shows the component of dynamic
change, which is also the first element of the GEM survey in which Croatia has scores higher
than the average of EU countries throughout the observed period. The average component score
from 2013 to 2023 in the Republic of Croatia is 5.13, while for the EU it is 4.39. With a
difference of 1.14 percentage points in 2023, Croatia exceeded the EU average to the greatest
extent so far, which is an excellent indicator of market opportunities and an invitation to invest
in Croatian entrepreneurship. Regarding the openness of the domestic market - an element of
entry barriers (Chart 10), Croatia shows a decrease in value from 2013 to 2015, after which it
records a significant increase in value in 2016, and the trend of slight growth continues until
2023. EU countries in the period from 2013 to 2015 show stability in value with an average
score of 2.73, after which there is an exceptional increase in value in 2016.
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The trend of slight growth continues until the end of the observed period. Compared to the EU,
Croatia shows greater changes in value movements during the observed period, but also with a
tendency to grow. Chart 10 shows the below-average rated dimension of market barriers, which
is an indicator of the ineffectiveness of the regulatory framework in the Republic of Croatia. In
the period from 2016 to 2021, Croatia increased its gap compared to the EU average, while
from 2022 this gap begins to decrease, and in 2023 it is more significant and amounts to 0.65
percentage points. In conclusion, although the dimension of dynamism of change is an indicator
of a stimulating entrepreneurial environment, due to the fact that the entrepreneurial ecosystem
is still extremely burdened by market barriers, market closure occurs in Croatia and this
component is insufficiently stimulating for the development of entrepreneurial activity in the
country.
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Chart 10: Market openness — barriers to entry
Source: Author's based on GEM Croatia (2013 - 2023)
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Chart 11: Physical infrastructure
Source: Author's based on GEM Croatia (2013 - 2023)

The GEM survey assesses the quality of physical infrastructure through a number of sub-
components, including transport, utility and telecommunications infrastructure. In the period
from 2013 to 2015 (chart 11), Croatia recorded a trend of slight growth in value, while in 2016
a significant growth in value was evident. After exceptional growth, there was a decline in value
in 2017 and 2018. In the following period, Croatia recorded growth until 2021, when there was
a slight decline again. Compared to Croatia, EU countries show a tendency towards smaller
oscillations in value. From 2013 to 2015, a trend of stability and equal component ratings was
noticeable, which continued in the period after 2016, when there was a significant growth in
value. The best rated component of the entrepreneurial environment in Croatia is physical
infrastructure, and it can be said that it has a supportive effect on entrepreneurial activity in the
Republic of Croatia. Chart 11 shows how Croatia successfully follows the growing trend of the
EU average, but still, despite high ratings, lags behind the European average. With an average
score of 5.32, Croatia lags behind the EU by 0.49 percentage points in the observed period,
which indicates that there is much room for further progress in this category as well.
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The fact that in the period from 2020 to 2023, Croatia has a tendency to decrease the score of
this component is also of concern.
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Figure 12: Cultural and social norms
Source: Author's based on GEM Croatia (2013 - 2023)

Regarding cultural and social norms (chart 12), Croatia shows a decline in values in the period
from 2013 to 2015, followed by a significant increase in 2016. In the period from 2017 to 2023,
there is an oscillation in values, with a slight trend of inconsistent growth. EU countries show
stability in the ratings of this component in the period from 2013 to 2015, after which they
record a significant increase in 2016. The tendency of slight growth, with minor oscillations,
continues in the following period until 2023. In relation to EU countries, Croatia has the lowest
ratings of this component of the entrepreneurial ecosystem in the period from 2014 to 2021.
The significant lag behind the EU average indicates that cultural and social norms in Croatia
seriously limit the development of entrepreneurial potential. With an average rating of 2.73,
Croatia confirms its position at the bottom of European countries in the observed period. The
cultural and social norms component is the lowest rated component of the GEM survey, behind
the government policies component, which is an indicator that this component also has an
extremely restrictive effect on entrepreneurial activity.

4. CONCLUSION

In Croatia, there is a prevalent perception that the prevailing economic environment and legal
regulations are insufficiently aligned with the needs of entrepreneurs, generally acting as a
deterrent to entrepreneurial initiatives and new business ventures. This perception is
substantiated by the findings of the Global Entrepreneurship Monitor (GEM) survey spanning
the period from 2013 to 2023. Although the Croatian Government has implemented several
measures, primarily institutional support frameworks inspired by FEuropean Union
recommendations, subsequent evaluations reveal that these interventions have neither been
adequately effective nor comprehensive. Over the course of eleven years (2013-2023), despite
observable improvements across most evaluated dimensions, Croatia remains positioned near
the bottom of European rankings. Among the nine components of the entrepreneurial ecosystem
assessed by the GEM survey, Croatia surpassed the EU average in only one category: market
openness dynamics. Conversely, the scores for the other eight dimensions underscore a
persistently unsupportive entrepreneurial climate, fostering skepticism and uncertainty among
individuals regarding entrepreneurial engagement. Key barriers identified include limited
access to finance, government policies and regulatory frameworks misaligned with
entrepreneurial priorities, inadequately designed government programs, market entry obstacles,
underdeveloped technology transfer mechanisms, deficient professional and commercial
infrastructure, and an insufficient role of education alongside prevailing cultural and social
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norms. Moreover, Croatia not only exhibits lower component scores than the EU average but
also demonstrates considerable instability in these trends. While EU countries typically
maintain consistent averages without substantial fluctuations, Croatia experiences significant
variability, particularly in areas such as government policies and programmatic support.
Nonetheless, Croatia’s trajectory generally mirrors broader European patterns, with overall
growth observed in all elements relative to the initial assessment period, albeit at comparatively
lower levels. This trend indicates governmental efforts to enhance the national entrepreneurial
landscape through targeted interventions, which are essential for cultivating a more conducive
and stimulating environment. Particular attention should be devoted to young enterprises, as
their market entry serves as a catalyst for innovation through the introduction of new ideas,
products, and services, thereby generating employment opportunities and contributing to the
broader economic strengthening. This analyzed evidence offers critical insights for
policymakers aiming to foster a more supportive entrepreneurial ecosystem in Croatia,
highlighting persistent challenges and avenues for strategic improvement drawn from
longitudinal GEM data.
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ABSTRACT
Process innovation plays an important role in strengthening the economic performance and
competitiveness of hotel enterprises, particularly amid rising operating costs and increasing
competitive pressures. This study examines the impact of process innovation on two key
dimensions of hotel economic performance: the achievement of profit goals and cost
management efficiency. Using data from a broader primary research project on innovation
activities in Croatian hotels, linear regression analysis was applied to assess whether the
introduction of new or significantly improved processes contributes to improved economic
outcomes. The findings show that process innovation has a positive and statistically significant
effect on both profitability and cost management. A key contribution of this study is its focus on
individual economic performance indicators, rather than aggregated performance measures,
providing a more precise understanding of the specific economic effects of process innovation.
The results offer empirical evidence of the economic value of process innovation in the hotel
sector and provide practical implications for managers aiming to enhance economic
performance through targeted process improvements.
Keywords: process innovation, achiewement of profit goals, effective cost management, hotel
sector, Croatia

1. INTRODUCTION

Competitive pressures, globalisation and accelerated technological advancement have created
an environment in which continuous adaptation has become a necessity rather than a strategic
option. Schumpeter (1934; 1942) emphasises that innovation is a fundamental driver of
economic development, as it transforms production patterns, opens new economic opportunities
and shapes the long-term competitive positions of firms. In this context, innovation is
recognised as a key source of sustainable competitive advantage, as it enhances products and
processes, fosters organisational progress and enables companies to operate more efficiently
and profitably (Atalay et al., 2013). Thus, innovation represents not only a response to changes
in the external environment but also a mechanism for creating new value that supports long-
term growth and competitive differentiation. In contemporary service industries, particularly in
the hotel sector, innovation plays a crucial role in strengthening competitiveness, improving
operations and ensuring long-term sustainability (Hjalager, 2010; Martin-Rios & Ciobanu,
2019; Ebersberger et al., 2021). The quality and efficiency of business processes largely
determine the range and quality of products and services offered. Business processes form the
foundation of every organisation, as they enable the systematic coordination of activities
required to shape the offering, achieve business objectives and meet guests’ needs. According
to Drljaca (2006), a business process comprises all activities that hotel units must perform to
deliver a specific service and create added value for the customer. Processes therefore constitute
the core of business operations and enable the continuous creation of value for the organisation
and its clients through ongoing improvement (Sikavica & Hernaus, 2011). In an increasingly
competitive and dynamic hospitality environment, hotels face rising pressures to improve
efficiency, optimise operational processes and maintain sustainable levels of profitability.
Growing labour costs, shifts in demand patterns and increasing guest expectations require
continuous adaptation and innovation.
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Among various types of innovation, process innovation has become particularly relevant, as it
focuses on improving internal workflows, digitalising operations and enhancing service
delivery methods. Such changes can directly influence a hotel’s economic performance by
reducing operational costs, increasing productivity and strengthening financial outcomes
(Rammer, 2022). Although the strategic importance of process innovation is widely recognised,
empirical findings regarding its impact on business performance remain inconsistent. Some
studies report no significant relationship between process innovation and company
performance, while others highlight its positive and significant effects across different
industries. This inconsistency points to the need for further empirical investigation, particularly
within the hospitality sector, where operational efficiency plays a central role in determining
financial success. Scholars also emphasise the need to identify which types of innovations
improve performance (Chen et al., 2015), as well as the necessity for hospitality researchers to
examine additional types of innovation (Hjalager, 2010). Addressing this gap, this study
investigates the effect of process innovation on two key dimensions of hotels’ economic
performance: profitability goals and cost management efficiency. By analysing primary data
collected from hotel companies, the study provides quantitative evidence on whether the
introduction of new or significantly improved processes contributes to enhanced financial
outcomes. This approach aligns with the recommendations of the Oslo Manual (OECD &
Eurostat, 2018), which stresses the importance of measuring and understanding the effects of
process innovation. In doing so, the paper aims to contribute to the ongoing discussion on
innovation in hospitality and to provide practical guidance for hotel managers seeking to
strengthen competitiveness through operational efficiency.

2. THEORETICAL FRAMEWORK

2.1. Innovation and Innovation Capability

The conceptualisation of innovation is traditionally rooted in the work of Schumpeter (1934),
who defines innovation as the introduction of “new combinations” that transform existing
methods of production and economic activity. Schumpeter (1961) identifies five areas in which
novelty can be considered an innovation: the introduction of new products (product innovation),
the adoption of new methods of production (process innovation), the opening of new markets
(marketing innovation), access to new sources of supply (supply-chain innovation), and the
implementation of new forms of organisation (organisational innovation or business model
innovation). Innovation capability refers to a firm’s ability to generate new ideas, products,
processes or business models that enable competitiveness and adaptation to changing market
conditions. It is considered a fundamental organisational capacity that supports the creation,
adoption and effective application of innovative solutions. Organisations that prioritise
innovation are better able to align innovation activities with strategic objectives, enabling long-
term growth and competitive positioning (Teece, 2018). Over recent decades, research on
innovation in services has expanded significantly, with a growing focus on tourism (Hjalager,
2010). Authors such as Pivcevi¢ & Petri¢ (2011), de Larrea et al. (2021) and Pikkemaat et al.
(2019) emphasise the need for additional studies examining the effects of innovation in the
hotel sector. Scholars likewise call for further research into the impact of innovations on both
financial and non-financial hotel performance (Mattsson & Orfila-Sintes, 2014; Wikhamn et
al., 2018) and into identifying which types of innovation yield the strongest improvements
(Chen et al., 2015).

2.2. Process Innovation and Economic Performance in the Hotel Industry

According to the Oslo Manual (OECD, 2005; OECD & Eurostat, 2018), innovations are
categorised into product/service innovations, process innovations, marketing innovations and
organisational innovations.
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Process innovation refers to the implementation of a new or significantly improved production
process, delivery method or supporting activity for products and services. It must be new to the
firm, though not necessarily new to the market. In the hotel sector, process innovations include
workflow optimisation, digitalisation of operational systems, automation of back-office
functions, the introduction of new service technologies and the redesign of organisational
procedures. Process innovation represents a crucial component of a firm's overall innovation
activity. Enhancing the technologies used for producing and delivering products and services,
improving the organization of internal processes and strengthening interactions with customers
and suppliers can play a key role in improving a firm’s competitiveness (Rummer, 2022). These
innovations typically involve “backstage” initiatives aimed at increasing efficiency,
productivity and operational flow. Information and communication technologies (ICT) play a
central role in driving many process innovations (Buhalis & Law, 2008). Firm performance is
a multidimensional construct encompassing both financial and operational aspects. Research
identifies profitability, liquidity, growth and market performance as key dimensions (Hamann
et al., 2013). Santos and Brito (2009) propose a broader stakeholder-based framework that
includes growth, profitability, market value, customer satisfaction, employee satisfaction and
environmental/social performance. One explanation is that process innovation outcomes are
frequently measured imprecisely, often using simple indicator variables (e.g., whether a process
innovation was introduced), which fail to capture the diversity and economic significance of
process innovation outcomes (Hall, 2011). In the hotel industry, economic performance is often
assessed through indicators such as revenue, profitability, occupancy rates, cost management
and managers’ subjective assessments of achieving strategic goals. Innovations help hotels
adapt to changes in demand, reduce costs and enhance service quality, ultimately contributing
to increased profits and greater value for guests (Tang et al., 2015; Jones, 1996; Ottenbacher et
al., 2006; Chang et al., 2011). Understanding the relationship between process innovation and
profitability or cost efficiency is therefore essential for strategic decision-making.

3. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Research on innovation in tourism and especially in the hotel sector, remains relatively limited
(Hjalager, 2010). Numerous studies, confirm a positive association between innovation and
hotel performance (Jacob et al., 2003; Orfila-Sintes et al., 2005; Tseng et al., 2008; Orfila-Sintes
& Mattsson, 2009; Grissemann et al., 2013; Martin-Rios & Ciobanu, 2019). Findings
concerning process innovations are mixed. While some authors find no significant relationship
(Gunday et al., 2011; Koellinger, 2008; Ilmudeen et al., 2021), Ar & Baki (2011) argue that the
effects of process innovation on performance are as substantial as those of product innovation.
Atalay et al. (2013) report a significant positive effect of process innovation on firm
performance, while Zand & Rezaei (2020) demonstrate that a process innovation strategy
positively and meaningfully affects business performance. Kemp et. al. (2003) stress that
innovation inputs and processes must result in innovation outputs among which process
innovations are essential, as they enhance the transformation process and thereby directly
influence profitability. However, empirical studies such as Hall (2011) indicate that the effects
of process innovation may be underestimated because of limited measurement precision. Given
these inconsistent findings, further research on the economic outcomes of process innovation,
particularly in hotels, where operational efficiency strongly determines financial results
(Mattsson & Orfila-Sintes, 2014; Wikhamn et al., 2018) is warranted. Based on the theoretical
background and previous empirical findings, this study proposes a conceptual model that
positions process innovation as a key determinant of two dimensions of hotel economic
performance: achievement of profitability goals and cost management efficiency. The
conceptual model is presented in Figure 1.
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Figure 1. Conceptual model of the impact of process innovation on economic performance
indicators
Source: Author's illustration based on research framework

In line with the proposed conceptual model, the following hypotheses are formulated:

H1: Process innovation positively and significantly influences the achievement of hotels’
profitability goals.

H2: Process innovation positively and significantly influences cost management efficiency in
hotels.

4. METHODOLOGY

This study uses an existing dataset collected in the author’s earlier primary research conducted
between September and December 2023 in the Croatian hotel sector. Although the original
study covered a broader set of innovation constructs, the present paper applies a derived data
analysis, focusing specifically on variables related to process innovation and economic
performance.

4.1. Sample and Measures

The dataset consists of 111 hotel establishments across the Republic of Croatia. Data were
collected using a structured questionnaire completed by hotel managers, directors, and owners
in 3, 4 and 5 star hotels. Process innovation was measured using binary indicators (Yes/No),
while economic performance variables were measured on a 5-point Likert scale. Process
innovation was assessed using four-items derived from the Community Innovation Survey
(CIS) framework, which defines the introduction of new or significantly improved existing: 1)
methods of service delivery and production, 2) logistics, delivery or distribution methods, 3)
supporting activities for processes and 4) methods of information processing or communication.
The two economic performance measures were operationalised using established scales:
achievement of profit goals, adapted from Grissemann et al. (2013), and cost management
efficiency, based on Tjahjadi et al. (2020). Both measures were rated on a 5-point Likert scale
(1 = very unsuccessful, 5 = very successful), allowing a consistent evaluation of subjective
performance outcomes.

4.2. Data Preparation and Descriptive Analysis

Data were screened for completeness and suitability for regression analysis. Descriptive
statistics (mean and standard deviation) were calculated, and a violin plot was used to visualise
score distributions for both economic performance measures.

4.3. Statistical Procedure

To test the hypotheses, simple linear regression was performed for each dependent variable:
Model 1: Process innovation — Profit goal achievement
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Model 2: Process innovation — Cost management efficiency
Model suitability was evaluated through R?, adjusted R?, ANOVA F-tests, and standardized
beta coefficients. All analyses were conducted using SPSS Statistics.

S. RESULTS

Cronbach’s alpha for the four-item process innovation scale is 0.774, indicating satisfactory
internal consistency. This level of reliability suggests that the items measure a single underlying
construct and can be combined into a composite process innovation indexTable 1 provides
descriptive statistics for the two economic performance measures, including mean values,
standard deviations, and score ranges. These statistics offer an overview of the central tendency
and dispersion of responses across the hotel sample.

Variable Mean SD
Achievement of Profit Goals 4.162 0.708
Cost Management Efficiency 3.973 0.78

Table 1: Descriptive Statistics
Source: Author’s calculation based on survey data

Descriptive statistics provide an initial overview of economic performance in the hotel sample.
As shown in Table 1, both dimension, Achievement of Profit Goals (M =4.16, SD =0.71) and
Cost Management Efficiency (M = 3.97, SD = 0.78) exhibit relatively high mean scores,
indicating generally strong economic performance among surveyed hotels.

These results suggest that hotels in the sample tend to perceive themselves as successful in
meeting financial targets and managing operational costs. The moderate standard deviations
indicate limited variability, pointing to relatively homogeneous performance assessments
across hotels.

Figure 2 presents a violin plot illustrating the distribution and response density for the variables
Achievement of Profit Goals and Cost Management Efficiency. This visualization provides a

detailed representation of central tendency and variability, highlighting the degree to which
hotels differ in their economic performance assessments.

50

2.5

2.0

Achievement of profit goals Cost management efficiency

Figure 2. Distribution of Scores for Achievement of Profit Goals and Cost Management
Efficiency (Violin Plot)
Source: Author’s calculation based on survey data
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The violin plot in Figure 2 illustrates the distribution and density of responses for both economic
performance indicators. Achievement of Profit Goals shows a strong concentration around
higher values, with the median located at approximately 4. The dense upper tail indicates
consistently strong profit attainment among most hotels. Cost Management Efficiency exhibits
a similar pattern, with responses clustering around the value of 4 and a relatively narrow
distribution. This suggests that hotels maintain comparable approaches and perceptions
regarding cost control processes. Overall, the violin plot visualisation reinforces the descriptive
findings by showing high performance and low dispersion, which later helps contextualise the
regression results particularly the stronger predictive relationship observed in the cost
management model. To empirically examine the proposed conceptual relationships, two
regression models were estimated to test the study’s hypotheses. Model 1 assesses the effect of
process innovation on the achievement of profit goals (H1), while Model 2 evaluates its effect
on cost management efficiency (H2). The results of regression model are presented below
(Table 2 and Table 3).

Dependent variable Model ANOVA table Coefficient table summary
summary summary

Achievement of Profit R |Adjusted R? F P Std. ¢ P
Goals

Beta
Idependent varialbe | 6o | 050 | 7007 | <0.009 | 0245 | 2.648 | .009
Process innovation

Table 2. Regression Results for Achievement of Profit Goals
Source: Author’s calculation based on survey data

The regression analysis conducted to test H1 which proposes that process innovation positively
and significantly influences the achievement of profit goals in hotels shows a positive effect but
modest. The model explains 6% of the variance in profit target achievement (R? = 0.06), while
the adjusted R? value (0.052) indicates modest explanatory power. The standardized regression
coefficient (f = 0.245) shows that process innovation has a small yet positive influence on the
achievement of profit targets. This effect is statistically significant (t = 2.648, p = 0.009),
indicating that higher levels of process innovation are associated with slightly improved profit
performance among hotels. The ANOVA result confirms that the regression model is
statistically significant overall (F = 7.007, p = 0.009).

Dependent variable Model ANOVA table Coefficient table summary
summary summary
Cost Management R? |Adjusted R? F p Std. Beta T p

Efficiency
Idependent varialbe
Process innovation

Table 3. Regression Results for Cost Management Efficiency
Source: Author’s calculation based on survey data

0.143 0.135 18.149 | <0.001 0.378 4.260 |.0000

The regression analysis indicates a moderate and statistically significant relationship between
process innovation and cost management efficiency in hotel (f = 0.378, p <.001). The model
explains 14.3% of the variance in cost management efficiency (R? = 0.143), while the adjusted
R? value (0.135) confirms the stability and generalisability of the model.
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The ANOVA result (F = 18.149, p <.001) further demonstrates that the model is statistically
significant. Overall, the findings show that process innovations contribute meaningfully to
improving hotels’ cost efficiency, thereby supporting the study’s hypothesis. Overall, the
results show that process innovation plays a meaningful role in shaping economic performance
in hotels. While its effect on profit attainment is positive but modest, its impact on cost
management efficiency is substantially stronger. This pattern reinforces the theoretical view
that process innovation primarily acts through internal operational improvements, which may
subsequently translate into higher profitability over time. Both hypotheses (H1 and H2) are
supported, with stronger empirical evidence for H2.

6. RESEARCH LIMITATIONS AND RECOMMENDATIONS FOR FUTURE
STUDIES

This study has several important limitations that should be considered when interpreting the
results. First, profit goal achievement and cost management efficiency were measured through
subjective assessments provided by hotel managers. Such evaluations may be influenced by
perceptual biases and may not fully reflect actual financial performance. Future research should
incorporate objective financial metrics. Second, economic performance was analysed using
only two dimensions, achievement of profit goals and cost management efficiency. Although
these measures are relevant, they represent only a portion of the broader framework of business
performance. Future studies should expand the analysis by including additional indicators such
as revenue growth, occupancy rates, market share, liquidity, or overall financial stability.
Finally, the study employed simple linear regression, which allows examination of individual
relationships but does not account for potential mediating or moderating effects, nor more
complex interactions among variables. Future research could apply more advanced statistical
approaches, such as multiple regression, structural equation modelling (SEM), or longitudinal
analyses, to gain a deeper understanding of the mechanisms through which process innovations
influence economic performance.

7. DISCUSSION AND CONCLUSION

The findings of this study provide new empirical evidence on the role of process innovation in
the economic performance of hotels, focusing specifically on profit goal achievement and cost
management efficiency. Consistent with theoretical expectations and previous studies (Atalay
et al., 2013, Grisseman et.al. 2013), the results show that process innovation contributes
positively to both performance dimensions, though with differing magnitudes. The effect of
process innovation on profitability was positive but relatively modest. This is aligned with
research suggesting that financial outcomes often materialize more slowly, as profit is
influenced by a wide range of internal and external factors (Hall, 2011; Peters et al., 2018). In
contrast, the influence of process innovation on cost management efficiency was substantially
stronger. The moderate and statistically robust effect (B = 0.378) supports the argument that
process innovation primarily enhances internal efficiency, reduces waste, and strengthens
resource utilization. These improvements directly support effective cost control, which is
critical for hotel competitiveness, especially in environments characterized by rising labour
costs and fluctuating demand. It is important to note that in previous analyses of the broader
dataset, where economic performance was examined as an aggregated construct, process
innovation did not demonstrate significant effects. In contrast, the results of this study based on
a disaggregated view of economic performance across specific dimensions (profitability and
cost management efficiency) show statistically significant positive effects. This contrast
suggests that aggregated measures may obscure specific relationships and highlights the
importance of an analytical approach that examines individual economic outcomes separately.
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These findings confirm that process innovation operates as a strategic internal mechanism: first
improving operational efficiency, and subsequently enabling better financial performance. This
contributes to the growing body of literature on innovation in the hospitality sector, addressing
long-standing calls for more quantitative evidence on innovation outcomes (Hjalager, 2010;
Mattsson & Orfila-Sintes, 2014; OECD & Eurostat, 2018).
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ABSTRACT

This article examines the phenomenon of sustainable business and its promotion through the
social network Facebook, providing a comprehensive theoretical framework for understanding
the topic. The study focuses on companies that explicitly position themselves as sustainable
enterprises. Within the empirical section, content analysis and sentiment analysis are employed
to identify and evaluate the specific Facebook tools and communication strategies used by these
companies to convey their sustainability efforts. Furthermore, sentiment analysis is utilized to
assess the reactions and attitudes of followers toward the posts shared by selected company
profiles that emphasize sustainable business practices. The adopted methodological approach
is expected to yield insights that will facilitate the formulation of informed conclusions and
contribute to answering the research questions defined in this study.

Keywords: sustainable business, sonial network Facebook, content analysis, sentiment
analysis, corporation

1. INTRODUCTION

Nowadays, companies face new challenges and opportunities in the context of sustainable
business. The growing importance of environmental and social issues creates a need for
innovative business approaches that consider not only economic, but also social and
environmental dimensions. Contemporary marketing is expected to undergo transformation, as
it is criticized for artificially induced needs, excessive materialism, and political influence. At
the same time, it encounters criticism for its negative environmental impacts. These factors
highlight the necessity of transitioning from traditional marketing to sustainable marketing,
which emphasizes the long-term objectives of companies. Technological advancement and
digitalization introduce new methods and channels for communication between companies and
their customers. Social networks enable companies not only to disseminate information rapidly
and efficiently, but also to interact directly with end users, collect feedback, and adapt their
strategies in real time. Therefore, social media form an essential component of sustainable
marketing as a dynamic and continuously evolving phenomenon of the digital era. They
represent a relevant and influential environment for shaping and promoting the values of
sustainable business. Social networks offer companies opportunities to engage their audiences
in more environmentally friendly and socially responsible ways. Through direct and targeted
communication, community building, and sustainability advocacy, companies can use social
media to strengthen their brand image and demonstrate their commitment to global social and
environmental issues.

2. SUSTAINABLE BUSINESS
Sustainable business refers to a mode of conducting business that is environmentally
sustainable, socially responsible, and economically viable.
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The importance of sustainability in the business context is increasing as global challenges such
as climate change, resource depletion, and social inequality become more pressing (Hart, 2010).
Sustainable business represents an approach that focuses on creating long-term value from
economic, social, and environmental perspectives (Elkington, 1999). This concept emphasizes
the need to align business strategies with the principles of sustainable development in order to
minimize negative impacts on the environment and society while maximizing positive
outcomes for both. The importance of sustainable business is reflected not only within
organizations but also in their relationships with external stakeholders, such as customers,
suppliers, investors, and the public. Businesses that adopt sustainable principles often gain
competitive advantages and build stronger relationships with customers and partners. In
addition to contributing to environmental protection and social equity, these companies are also
likely to face lower risks related to regulatory restrictions and negative public perceptions
(Appelbaum et al., 2020). Sustainable business therefore represents not only a moral obligation
but also a source of competitive advantage and long-term success for companies in a world
where environmental and social issues are receiving increasing attention. A prominent figure
in the field of sustainable business is Paul Hawken. In his seminal work The Ecology of
Business: A Declaration of Sustainability (2010), Hawken explores the relationship between
business and the natural environment. His definition of sustainable business underscores the
need for a fundamental shift in the way companies operate. He argues that traditional industrial
practices are inherently unsustainable, leading to ecological degradation and social inequality.
In contrast, sustainable business seeks to align economic activities with the principles of
ecological integrity, social justice, and economic vitality. Hawken calls for a new business
paradigm that recognizes the finite nature of Earth’s resources and the interconnectedness of
all living systems. He advocates embracing sustainability not as a charitable activity or
regulatory obligation but as a strategic imperative for long-term survival and profitability.
According to Hawken, sustainable companies must prioritize the regeneration of natural capital
and the fair treatment of workers, create value that extends beyond financial gain, and ultimately
foster innovation, shared prosperity, and planetary protection. Another pioneer in the practical
application of sustainable business principles is Yvon Chouinard, founder of the outdoor
clothing company Patagonia. In his book published in 2005, he presents his philosophy on
business and sustainability. Chouinard’s definition of sustainable business is grounded in the
concept of responsible enterprise. He argues that businesses have an obligation to operate in
ways that respect and protect the natural environment while contributing positively to society.
Chouinard highlights the importance of incorporating environmental and social considerations
into all aspects of business decision-making, from product design to marketing strategies. He
advocates a business model that prioritizes sustainability, quality, and long-term thinking over
short-term profits. His approach includes minimizing environmental impacts, fostering a
positive corporate culture, and empowering employees to make ethical decisions. Chouinard
offers a compelling vision of how companies can prosper while contributing to positive societal
and environmental change. His commitment to sustainability has inspired many businesses to
adopt more responsible practices, making him one of the most influential voices in the field of
sustainable business (Chouinard, 2016).

2.1. Basic principles of sustainable business

In today’s global economic environment, sustainable business has become a key factor
determining the success and long-term viability of companies. With increasing pressure from
customers and regulators to address environmental, social, and economic challenges, businesses
around the world are adopting a holistic approach to sustainability (Lovins et al., 2000). This
approach is grounded in the concept of the three pillars of sustainable business, which together
form the basis for responsible and long-term corporate practice.
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These three principles—environmental sustainability, social sustainability, and economic
sustainability—are inextricably linked and collectively create a framework that enables
companies to respond effectively to contemporary challenges and opportunities. The concept
of the three pillars of sustainable business is widely recognized in the literature on sustainable
development. Its foundational reference is the 1987 publication Our Common Future by the
World Commission on Environment and Development, commonly known as the Brundtland
Commission, which is credited with introducing and defining the concept of sustainable
development. The report presented a vision of development that balances economic growth,
environmental protection, and social equity. The economic pillar emphasizes the need for
business models that are not only profitable but also take environmental and social impacts into
account, marking a shift from traditional consumer-driven paradigms. The environmental pillar
focuses on reducing negative impacts on the planet and promotes practices that conserve natural
resources and minimize waste. The social pillar addresses issues of equality, justice, and the
fulfillment of basic human needs, underscoring the importance of creating opportunities and
ensuring the well-being of current and future generations (Elkington, 1999).

Hart (2010) identifies the following basic principles of sustainable business:

Redefining the purpose of business: Firms should move beyond the sole objective of profit
maximization and adopt a broader purpose that emphasizes value creation for society and the
environment.

Innovation for sustainability: This principle highlights the role of innovation in developing
sustainable products, services, and business models that meet the needs of present and future
generations.

Creating shared value: Businesses should implement strategies that generate value for all
stakeholders, including employees, customers, communities, and the environment.
Collaborative partnerships: Effective responses to complex sustainability challenges require
collaboration among businesses, governments, NGOs, and other stakeholders.

Systems thinking: Companies should adopt a systems-thinking perspective that recognizes the
interconnectedness of economic, social, and environmental systems in the decision-making
process.

2.2 Sustainable marketing mix

A fundamental condition for achieving sustainable marketing at the organizational level is the
systematic review and reassessment of all traditional marketing activities. It is essential to adapt
the elements of the traditional marketing mix — product, price, distribution and marketing
communication — so that they align with the principles of sustainable marketing. The sustainable
marketing mix and its components are considered a replacement for the basic 4P marketing
mix. Together, these elements form a sustainable marketing mix that not only reflects traditional
marketing objectives, but also incorporates sustainability principles to ensure long-term value
creation for both the company and society.

Sustainable product: Strategies for sustainable products include designing offerings with a
reduced environmental impact, for example through the use of recycled materials, ensuring a
long product lifespan, and considering recyclability at the end of the product's life cycle.
Sustainable pricing: Pricing strategies in sustainable marketing take into account the
possibility of higher prices for sustainable products, reflecting their added environmental and
social value, while also maintaining competitive pricing to increase accessibility.
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Sustainable distribution: This involves optimizing distribution channels to reduce the carbon
footprint, such as through local sourcing, efficient logistics systems, and the use of digital
distribution methods.

Sustainable marketing communications: The emphasis is placed on communicating the
environmental and social benefits of products, utilizing environmentally friendly marketing
materials, and maintaining transparency regarding sustainability efforts (Sharma et al., 2021).

Traditional Sustainability
Marketing Mix Marketing Mix

CUSTOMER

PRODUCT
SOLUTION

CUSTOMER
FRICE

Transformation

PROMOTION

Figure 1 Transforming the marketing mix into a sustainable marketing mix
Source: Belz et all., 2012; own processing

There is an ongoing discussion suggesting that it is time to more fully consider customer
relationships and sustainable development, as this marketing mix better reflects both
sustainability and the customer perspective. Implementing the first element, the customer
solution, presupposes that customer needs are clearly defined, which makes it possible to offer
products and services tailored to these needs while also accounting for social and environmental
factors. When assessing the price for the customer, not only the financial costs associated with
the product are taken into account, but also social, environmental, and psychological factors, as
well as the ways in which the product is used and the potential waste generated. The third "C,"
convenience, concerns ensuring that products and services are simple and easily accessible,
thereby maximizing customer satisfaction and comfort. Marketing communication has
transformed from one-way promotion into genuine communication, meaning that open dialogue
between the seller and the customer is intended to foster mutual trust and authenticity. Growing
awareness of environmental degradation, economic instability, and social inequality has led to
a shift in consumer preferences towards more sustainable products and services. This shift has
encouraged businesses to adopt sustainable practices not only as a moral and ethical choice, but
also as a strategic business decision.

3. SOCIAL NETWORKS AND PROMOTION OF SUSTAINABLE BUSINESS

Social media provide sustainable companies with direct channels to communicate their values,
initiatives and innovations. This transparency enhances trust in the brand and strengthens
engagement with current and potential customers. By using social media, sustainable
companies can build and maintain communities of supporters.
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Social media facilitate discussions, disseminate success stories and support community-driven
sustainability initiatives. At the same time, companies that effectively use social media to
highlight their sustainability efforts can increase brand loyalty among environmentally and
socially conscious consumers. These platforms also offer valuable information on consumer
preferences, trends and direct feedback, enabling companies to adapt their products, services
and communication strategies to market demands. Moreover, social media serve as platforms
for sharing ideas, fostering innovation and collaborating with other organizations or individuals
interested in contributing to sustainability. Integrating social media into the marketing strategies
of sustainable companies is not only beneficial but also essential in today's digital age. It
expands a company's reach, strengthens its identity and aligns marketing activities with key
principles of sustainability and corporate responsibility. Social media thus represent an
effective tool for sustainable businesses to support their environmentally friendly and socially
responsible initiatives. Through strategic communication, community engagement, the
collection of consumer insights and the direct addressing of challenges, companies can
effectively use social media to achieve their sustainability goals and contribute to building a
more sustainable future (Schlosserova & Hruzova, 2025). In today's highly competitive
business environment, creating and maintaining brand awareness is crucial for success both on
and beyond social media. The power of online marketing should not be underestimated.
Sustainable brands that prioritize socially responsible practices and engage their audiences
more deeply gain a significant competitive advantage. The main benefits of online marketing
and social media for sustainable brands include:

Creating a unique brand identity: Online marketing enables sustainable brands to
differentiate themselves. They can establish a distinct position in the market to promote their
sustainable and socially responsible products and services.

Building trust and brand loyalty: Consumers increasingly value authenticity and
transparency. Online marketing allows sustainable brands to build trust by presenting their
purpose-driven initiatives. When consumers perceive a brand as socially responsible or
sustainable, they are more likely to form a strong connection with it and become loyal
customers.

Increasing demand for sustainable products and services: Sustainable brands can stimulate
demand through strategic online marketing. By promoting sustainable lifestyles and
highlighting their advantages, these brands can attract conscious consumers who actively seek
sustainable alternatives.

Sustainable companies that effectively use social media to communicate their values, objectives
and initiatives gain a significant competitive advantage in building their brand. Strengthening
trust, fostering loyalty and increasing awareness of sustainability are key goals that can be
achieved through well-designed online marketing strategies. Therefore, it is essential for
companies to continuously monitor and adapt their social media approaches to communicate
effectively with their audiences and build strong customer relationships (Kaplan et al., 2010).
Companies are increasingly using green language on social media, as discussed by Sarmiento
(2023). They can emphasize the environmental benefits of their products or services—for
example, instead of cheap, they may use terms such as budget-friendly or economical; instead
of convenient, they may opt for time-saving or efficient. The use of green language appeals to
customers who prioritize sustainability. Social media also enable companies to communicate
their efforts and commitments transparently, thereby strengthening consumer trust. Authentic
storytelling about sustainability initiatives fosters deeper connections with audiences. For these
reasons, social media platforms have become highly effective tools for building sustainable
brands, offering unique opportunities for engagement, narrative creation and connection with
socially and environmentally conscious audiences.
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3.1 Content formats used on social networks

The basic formats that were popular a few years ago are gradually being replaced by more
interactive forms of posts. Post formats without visual content on Facebook have been almost
completely abandoned by companies, and in the case of Instagram, new post formats are also
preferred. Social networks are well-suited for presenting sustainability through compelling
visuals and videos. Interactive content can engage audiences and offer insight into a company’s
sustainable practices (Murza, 2023). Content formats on social networks encompass a diverse
range of styles designed to engage users and resonate with them. As noted above, they combine
visual, audio, and textual elements to communicate messages effectively. In this paper, we
primarily focus on post formats on the social network Facebook. One of the most engaging
content formats on Facebook is the carousel. Because it is a more interactive format than static
images, users tend to spend more time interacting with it. In 2022, Meta introduced significant
changes to the platform and placed greater emphasis on video content. Reels videos quickly
became widespread and increased content reach, prompting companies to adjust their strategies
accordingly. Selecting the appropriate content format for social media requires careful analysis
of the company’s marketing objectives, target audience preferences, and, above all, the purpose
of the content itself. If the strategy centers on storytelling or product presentation, carousel
posts may be an optimal choice. Conversely, if the company aims to entertain, inform, or keep
up with trends, Reels videos may represent a more suitable alternative (Hutchinson, 2024).
Innovative content that differs from standard formats can attract attention and enhance overall
profile engagement.

4. RESEARCH PART OF THE THESIS

We focus on how consumers react to content on the Facebook profiles of selected companies
dedicated to sustainable business, analyzing sentiment expressed in comments on company
posts. We also conduct a content analysis of individual posts, whose success is measured by the
number of likes. Subsequently, we concentrate on the social network Facebook as the primary
platform of interest. The aim of the research is to examine how users of the Facebook social
network perceive sustainable companies and the posts they share, as well as to identify which
post formats and types of content are preferred by companies engaged in sustainable business
when communicating with their followers on Facebook. To achieve this goal, we apply two
research methods: sentiment analysis and content analysis. Sentiment analysis, also referred to
as attitude analysis, is the process of identifying, extracting, and quantifying subjective
information, primarily from textual data. In practice, this means analyzing people’s opinions,
feelings, evaluations, attitudes, and emotions toward specific subjects. The analysis focuses
mainly on opinions that express or imply positive or negative sentiments (Liu, 2020). In our
case, we focus on emotions conveyed in text comments. We also analyze the content of shared
posts through content analysis. Krippendorff (2018) defines content analysis as a systematic
and objective approach to examining text, audio, visual, or any other form of communication.
For content analysis to be effective, it is essential to establish clear coding schemes and
categories aligned with the research objectives and theoretical framework. The research
material consists of selected sustainable companies from the clothing industry, which is
considered one of the world’s major polluters. If no substantial change occurs, the fashion
industry is projected to generate one-quarter of global CO, emissions by 2050. Consumers
purchase approximately 80 billion pieces of clothing annually, placing a significant burden on
the environment. Consequently, many clothing companies have begun to address sustainability
(Otajovicova, 2019). The research sample was selected based on a ranking published by
Sustainability Magazine, which identified the top sustainable clothing companies of 2023.
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Although the clothing industry is known to be highly polluting—contributing approximately
10% of global emissions associated with climate change—many global brands are striving for
change (Buchholz, 2023). From the magazine’s top-ten ranking, we selected six companies:
Patagonia, Tentree, Reformation, Pact, Quince, and Whimsy + Row (Schlosserova & Hrtizova,
2025). We analyzed user reactions on the Facebook pages of these selected companies over the
course of one month (20 January 2024-20 February 2024). The dataset is sufficiently extensive,
as these companies post content on a daily basis. All data were compiled into an Excel
spreadsheet to ensure clarity. The spreadsheet contains the following information: the tag,
format, and content of each post; user comments; and the sentiment category assigned to each
comment. The data table is provided in Appendix A. If a comment contains an emoticon,
categorization is simplified, as emoticons often indicate the commenter’s sentiment. As noted
above, we classify the data into three categories: positive (+1), neutral (0), and negative (-1).

Znacka  Format Obsah Komentar Kategoria
Amazing @ @ +1
O +1
What a fun infographic!!! +1

Is just for canada? 0|
I like this idea. However, why does men's clothing earn $5 more credit than women's? :( If you use the

argument of less material, you charge $40 for both men's and women's tshirts. It's similar to the pink tax, wage

gap. and other financial differences regarding gender. Please consider EQUALIZING credit for adult clothing.

tentree Infografika Edukdcia

Women are not less than. this subconsciously says otherwise :( -1
Are there any groups join located in Northern California to help with planting? 0|
Omg!!!!! This is amazing QD love this initiative +1
0000000 can't wait to see this () +1
Q Q okay! I want to plant the trees, here in Canada! Where can people sign up?? +1
tentree Reelsvideo Edukacia () +1
RO +1
TR®E® +1
I AVAVAVAVIVIVIVAV +1
love it &1 +1

Figure 2 Research material - sentiment analysis (sample)
Source: own processing

In the case of content analysis, we base our analysis on data from selected sustainable companies
on Facebook. We work with data collected over a period of one month (January 20, 2024 — February
20, 2024). In this case, we are interested in what post formats the companies use and what type of
content they promote on Facebook.

Poradie Znatka Sociilna siet”  Obsah Format Komentare Likes Laska Citim s tebou Udiv Hnev Smiech

1 pact Facebook Produkt Carousel - fotografie 1 43 9
2 pact Facebook Produkt Carousel - fotografie 8 44 4
3 pact Facebook Produkt Carousel - fotografie 9 29 5
4 pact Facebook Produkt Carousel - fotografie 15 1
3 pact Facebook Produkt Fotografia 11 1
6 pact Facebook Produkt Fotografia 1 24 4
7 pact Facebook Produkt Carousel - fotografie 5 34 5 2
8 pact Facebook Produkt Carousel - fotografie 26 3 1
9 pact Facebook Produkt Carousel - fotografie 26 5

10 pact Facebook Produkt Fotografia 3 iz 7

11 pact Facebook Produkt Fotografia 3 82 10

12 pact Facebook Produkt Carousel - fotografie 4 31 3 1

Figure 3 Research material - content analysis Facebook (sample)
Source: own processing

As mentioned above, sentiment analysis is the process of identifying, extracting, and
quantifying the emotional tone of text expressed as positive, negative, or neutral. In our rigorous
research, we applied sentiment analysis to evaluate comments on selected posts on the social
network Instagram. Based on individual codes (+1, 0, —1) and their corresponding values, we
classified the comments accordingly.
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Content analysis is a systematic method of examining content to gain a deeper understanding
of its structure, patterns, and themes. In our rigorous research, we focused on content analysis
as a means of identifying key formats and key content used by sustainable companies on the
social networks Facebook and Instagram. We employed techniques such as content coding and
frequency analysis to identify the dominant types of content in posts. The posts were
categorized into groups based on shared content characteristics: lifestyle, influencer, education,
product, sale, motto, inspiration, event, testimonial, giveaway, entertainment, or promo code.
The categorization was informed by current content trends on social networks (Pugh, 2024).

Lifestyle: posts promoting a sustainable lifestyle.

Influencer: posts featuring collaborations with influencers who have a significant following in
a given industry and can create natural-looking content appealing to the target audience.
Education: posts sharing educational content, particularly relevant in the context of
sustainability and engaging for audiences interested in current environmental and social issues.
Product: posts presenting product photographs or photos featuring models.

Sale: although many sustainable companies distance themselves from discounts, in the clothing
industry we identified posts promoting product discounts or links to sales collections.
Inspiration: posts aiming to inspire or offer advice; these are enriching in nature but not
primarily educational.

Event: posts informing audiences about events organized by the company or presenting
outcomes of such events.

Testimonial: posts sharing customer opinions and reviews, often including photos, videos, or
interviews with customers.

Motto: posts containing quotations from well-known personalities or the company’s own
motto; quoting customers and their reviews is also a current trend.

Giveaway: posts promoting contests with specific rules designed to engage the audience and
increase brand awareness.

Promo code — discount code: posts offering exclusive discounts intended to motivate
purchases and foster brand loyalty.

In processing the posts, we considered not only their content but also their format. Based on
this, we classified the posts into several categories to better reflect their nature, namely:
reels/video; carousel — photos; photography; carousel — photos and videos; infographics;
carousel — videos; and carousel — infographics. These formats represent the types of posts
shared by the selected companies within the specified time period on the Facebook social
network.

4.1 Analysis and interpretation of research results
In this section, we will review the results by research question.

Research Question 1: What format of posts within sustainable companies gets the most likes
and reactions from users on the social network Facebook??
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Chart 1 Occurrence of formats in relation to user interaction (likes) on Facebook
Source: own processing

In the case of Facebook, we worked with a set of 102 posts, as companies do not share all
content equally across their social networks. The graph clearly shows a strong preference for
the Reels video format (76,038), which indicates that video content is highly popular among
users on this platform as well. The high interaction value of these videos can be attributed to
their ability to engage users through a visual narrative that is not only informative but also
emotionally resonant. The Carousel-photo format follows with a substantially lower number of
likes and reactions (5,599). Although this value still reflects a positive user response, it is not
as strong as in the case of video content. Single photos received 2,313 likes and reactions,
suggesting that while they are less engaging than video posts, they still retain a solid ability to
capture users’ attention. Other post formats generated only minimal levels of engagement,
indicating that these types of content are less preferred on the Facebook platform. Infographics
and infographic carousels, although ranking lowest, remain an important tool for user
education. Their limited engagement may stem from users’ preference for highly visual, quickly
digestible, and entertaining content over more text-oriented posts on social media platforms.

Research Question 2: Which post format within sustainable companies has the highest number of
comments from users on Facebook?

3.500
3.000
2.500
2.000
1.500
1.000

500
0 | I

Reelsvideo Carousel - Photo Carousel -
photo photo + video

Chart 2 Occurrence of formats in relation to user interaction (comments) on Facebook
Source: own processing
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In terms of post formats with the most comments from users on Facebook, Reelsvideo posts
clearly dominate with a total of 3,246 comments. This significant number indicates that video
content generates a strong response and encourages discussion among users, which is key for
sustainable companies seeking to engage their community and spread their message. Carousel
- photos are in second place with 100 comments, which is much lower than Reelsvideo, but still
an interesting format in terms of the number of interactions. Single photos received 82
comments, indicating that while simple visuals can be effective, in the context of sustainability,
more context needs to be provided to stimulate deeper discussion. The other formats with the
least number of comments show that combined content or less traditional formats on Facebook
do not generate as much interaction as the above content types.

Research Question 3: What content of posts within sustainable companies gets the most likes
and reactions on the social network Facebook?

80.000
70.000
60.000
50.000
40.000
30.000
20.000
10.000

Chart 3 Content occurrence in relation to interaction (likes) of
users of the social network Facebook
Source: own processing

Lifestyle content from sustainable companies has the most likes and reactions from users on
Facebook, with 75,834. This type of content, which includes posts about lifestyle or life
outcomes, is clearly very resonant among users. Influencer content follows with a significantly
lower number of likes and reactions, specifically 3,620, which indicates that even though
influencers have a significant impact on spreading awareness about sustainability, they do not
attract as many interactions on Facebook. Educational content, with 2,597 likes and reactions,
proves that content that informs and educates about sustainable topics is valued by users. Other
categories such as posts focused on sales campaigns, or posts containing inspiration, event links,
entertaining posts or mottos achieve a very low number of likes and reactions compared to the
most popular categories. This suggests that they are less effective in getting likes and reactions
from users on the Facebook platform.

Research Question 4: What content of posts within sustainable companies do users comment
on the most on the social network Facebook?
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Chart 4 Content occurrence in relation to user interaction (comments) on Facebook
Source: own processing

Based on the processed data, Facebook users comment most frequently on posts within the
lifestyle category of selected sustainable companies, totaling 3,230 comments. This finding
suggests that content related to sustainable lifestyles resonates strongly with users and
encourages interaction. Posts featuring product displays received 89 comments, while posts
from influencers garnered 64 comments, indicating that although these types of content
generate some interest and discussion, they do not achieve the same level of engagement as
lifestyle-related posts. Educational posts received 41 comments, and sales-promoting posts only
8 comments, suggesting that users are less inclined to comment on these types of content on
Facebook. Overall, the data indicate that Facebook users engage most actively with content
related to sustainable lifestyles and less with other types of content. Consequently, sustainable
companies should consider increasing the frequency of lifestyle-oriented posts on Facebook to
maximize audience engagement and foster discussion about their initiatives.

Research Question 5: How are selected sustainable companies perceived by social media users
based on the sentiment expressed in Facebook comments?

= Positive = Neutral = Negative

Chart 5 Sentiment Analysis: Perception of Sustainable Companies on Instagram
Source: Own processing
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Based on the sentiment analysis of Facebook comments regarding selected sustainable
companies, it can be concluded that the perception of these companies is generally positive. Of
the total number of comments analyzed, 63% are positive reactions, which indicates that the
majority of social media users evaluate the posts of these companies positively. Neutral
comments make up 17%, which may indicate that a certain proportion of users are more
reserved towards the attitudes of these companies. We also included questions from users who
asked a specific question in the comments. Negative comments represent 20%, which indicates
the existence of a critical group of users who express reservations about sustainable companies
and what they share. These results indicate that although positive perceptions prevail, it is
important to pay attention to critical and neutral comments in order to identify potential areas
for improvement and increase overall brand trust.

Research Question 6: How are different post formats perceived by users on social networks
based on the sentiment expressed in Facebook comments?

We can conclude that different post formats on Instagram are perceived differently by users.
Reels and videos are clearly perceived the most positively with a significant predominance of
positive comments (1236 positive versus 292 negative and 148 neutral). Carousel posts
containing photos follow with a higher number of positive (285) than negative (144) and neutral
(97) comments. Photos also have a favorable rating with a higher number of positive (382) than
neutral (96) and negative (21) comments. Other formats, such as Carousels with a combination
of photos and videos, infographics, or Carousels with videos only, have lower numbers of
comments, but still maintain more positive than negative sentiment. It is interesting to note that
infographics, while having a lower number of comments, have a low number of negative
responses, suggesting that this format is generally well-received, although perhaps not as
widely discussed as other formats. Overall, Instagram users tend to respond positively to
different post formats, with the greatest preference for Reelsvideo. This trend points to the
potential effectiveness of visual and dynamic content for sustainable companies. Negative
sentiments are present, but generally to a lesser extent compared to positive and neutral
comments.

Research Question 7: How are different types of post content perceived by social media users
based on the sentiment expressed in Facebook comments?

Educational posts are perceived the most positively of all categories, with a significant
preponderance of positive comments (625) compared to negative (76) and neutral ratings (278).
This trend indicates a high level of response and positive reception of content aimed at
educating users on social networks. Posts from influencers and product posts also have a high
number of positive comments (275 and 282, respectively), but at the same time they have a
relatively high number of negative comments (51 and 45, respectively) compared to other
categories. This may indicate that although these posts are popular, they can also cause
controversy or different opinions among users. Lifestyle and testimonial posts have
approximately the same number of positive and neutrally rated comments, which indicates that
users are positive towards this content, but maintain a certain distance. Posts with entertainment
content have a lower frequency of positive comments, and sales posts, inspirational content or
posts about events have a low number of comments overall, which may indicate lower interest
from users.
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Based on the data obtained and presented in this part of the thesis, it can be concluded that the
objective of the thesis has been achieved. The analysis revealed that the highest number of user
comments on the Facebook social network, as well as the post format within sustainable
companies that receives the most likes and reactions from users, is the Reels video format.
Furthermore, Lifestyle content within sustainable companies also generates the highest number
of likes and reactions from users on Facebook. Users comment most frequently on posts
categorized as Lifestyle among the selected companies. The sustainable companies included in
the study are perceived by users on social networks, based on the sentiment expressed in
Facebook comments, as predominantly positive—both overall and across individual post
formats and content categories.

4. CONCLUSION

As has been demonstrated, the importance of sustainable business is growing and becoming a
contemporary necessity for companies. Sustainable business reflects the increasing demand for
environmentally responsible, socially conscious, and economically viable practices. As the
world continues to face global environmental and social challenges, the significance of
sustainability in the business realm is expected to further increase. In the introduction of this
study, in addition to the history and importance of sustainable business, the work also addresses
the challenges and benefits faced by such companies. Growing awareness of social and
environmental issues compels sustainable companies to innovate. Sustainable business is not
only a moral or ethical choice but also brings tangible economic benefits. It is common for
companies to make false or misleading sustainability claims on social media to appear greener
or more ethical. Often, they use rhetoric and visuals to present themselves as environmentally
responsible or innovative, primarily to enhance their public image while obscuring their actual
environmental impact. Therefore, sustainable businesses must ensure that their social media
communications accurately reflect their practices and are both trustworthy and verifiable. The
data analysis confirmed that social media users generally have a positive perception of
companies focused on sustainability. This perception was supported by a high number of
positive reactions and comments. The results indicate that users prefer educational content that
clearly presents sustainable initiatives and their significance. Such content generates increased
interaction and engagement, as reflected in a higher number of likes and comments. Sentiment
analysis further confirmed that the majority of comments were positive, suggesting that
followers of sustainable companies on social media possess a predominantly favorable
awareness of sustainability. This positive perception can be crucial for building and
strengthening a brand’s reputation. Reels videos and carousel posts recorded higher “like”
metrics compared to static posts with simpler content, indicating a higher level of user
engagement with these formats.

Overall, we believe that this study is both stimulating and inspiring for further research in this
area.
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ABSTRACT

The aim of the paper is to explore portfolio diversification, through a combination of traditional
instruments and cryptocurrencies. The analysis identified the correlation between these
instruments and assessed the role of cryptocurrencies in modern investment strategies. It is
revealed that cryptocurrencies, despite being high-risk assets, contribute to better portfolio
diversification due to their low correlation with traditional instruments. Despite their volatility,
cryptocurrencies attract investors seeking high returns, while stablecoins offer potential for
risk mitigation. The findings of the paper are based on the concepts of modern portfolio theory
and models, emphasizing the importance of balancing risk and return through rational
investment. The study provides practical recommendations for constructing optimal portfolios,
considering the change of economic conditions and the specifics of the crypto market.

Keywords: Bonds, Cryptocurrencies, Diversification, Gold, Portfolio theory, Risk, Stocks

1. INTRODUCTION

Investments are crucial for economic growth and financial stability, with portfolio
diversification being an essential strategy for optimizing returns and reducing risks. In modern
society, investing has become not only a way to save and generate profit but also a significant
factor in shaping the global economy. Traditional financial instruments such as stocks, bonds,
and gold have a long history as stable investment options, while cryptocurrencies, led by
Bitcoin, represent a newer, high-risk but potentially lucrative form of asset. With the
advancement of technology and globalization, investment opportunities have significantly
expanded, allowing individuals to choose among various financial instruments, markets, and
sectors. The most popular financial instruments worldwide are stocks, followed by bonds. Their
movements depend on numerous factors: the state of the economy, the country’s position,
inflation, unemployment rate, and the performance of individual companies. Gold is often
associated with stocks as a form of refuge from inflation and other changes that may influence
stock and bond prices, while cryptocurrency, a digital form of asset, gained popularity in recent
decades. Despite the challenges, cryptocurrencies represent one of the most exciting and
innovative trends in the financial world. They became widely recognized after the launch of
Bitcoin in 2010, which is now considered the pioneering and most well-known representative
of this category.
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The development of cryptocurrencies marks a turning point in the financial world, offering a
decentralized, transparent, and technologically advanced alternative to traditional currencies
and investment instruments. Their popularity continues to grow carrying a high risk due to their
volatility, regulatory uncertainties, and sensitivity to market fluctuations. Alongside the
theoretical analysis of these topics, the paper aims to examine, using available literature and
statistical methods, whether including cryptocurrencies in an investment portfolio is an
effective way of diversification. Diversification, as a key strategy for reducing risk and
optimizing returns, is based on the variety of instruments within a portfolio, whose values do
not depend exclusively on the same economic factors. In this context, the correlation between
returns on investment in cryptocurrencies and traditional financial instruments will be explored.
Based on the analyses conducted, the paper will provide conclusions and recommendations on
how investors can combine traditional financial instruments and cryptocurrencies to achieve
optimal investment results. Furthermore, the review of existing research that has explored the
potential of cryptocurrencies as a tool for portfolio diversification is discussed. The key findings
from these studies are emphesized, suggesting that cryptocurrencies can provide benefits for
risk reduction in a portfolio, although risks related to their volatility remain. In addition, the
research methodology, including the selection of data sources, data selection criteria, statistical
methods used, and the time frame of the analysis is explained. The limitations of the study are
also addressed, such as irregularities in data distribution, the short analysis period, and the
absence of external factors. The research results, presenting descriptive statistical data and the
results of six correlation analyses between different investment instruments are explained in
details. This section provides insight into the relationships between stocks, bonds, gold, and
cryptocurrencies and shows how these assets coexist within a portfolio context. The conclusion
summarizes the key findings and insights of the study offering recommendations for future
research. It includes a discussion of the research findings, analysing the causes and implications
of the observed correlations. It also considers the opportunities and challenges of including
cryptocurrencies in diversified portfolios comparing various approaches proposed in the
literature. The understanding of the characteristics of cryptocurrencies and their place in
modern financial portfolios is highlighted, while encouraging further analysis within a broader
time frame and the inclusion of external factors.

2. LITERATURE REVIEW

Pavkovi¢, A., Andelinovi¢, and Pavkovi¢, 1. (2019) conducted an econometric analysis of
diversification potential in selected European markets using cryptocurrencies. Two
cryptocurrencies, Bitcoin and Ripple, proved to be potential diversification instruments for
most observed European markets, as their correlation coefficients were negative. However, the
authors also point out the high volatility of cryptocurrencies, which makes them high-risk
investments and assets that cannot be heavily relied upon. Demiralay and Bayraci (2021)
conducted a study to examine whether digital currencies are alternative investments for
portfolio diversification to better understand the effect of cryptocurrencies in terms of asset
allocation and diversification benefits. They used a correlation-based measure known as the
CDB measure. Their findings highlight several key points of wich are the most important that
adding cryptocurrencies to stock portfolios reduces correlation levels among assets, but certain
news events and dramatic occurrences, such as hacker attacks and government bans on
cryptocurrencies, can increase these correlations. In addition, the observed cryptocurrencies
showed the highest correlations with developed markets and the lowest with emerging markets,
suggesting heterogeneity in cryptocurrencies regarding their correlations with stocks. Including
virtual currencies in stock portfolios provides greater benefits than portfolios containing only
stocks, but the diversification benefits decreased after the end of 2017 due to increased trading
activity and several dramatic events.
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Although they confirmed their predictions, they also addressed several factors to consider when
using cryptocurrencies as a diversification tool in stock portfolios—namely, that
cryptocurrencies are significantly less liquid than stocks, although access is improving, and that
the study includes only stock portfolios, not other asset types. Therefore, the generalizability of
the results to all types of portfolios is limited. Letho, Chelwa, and Alhassan (2022) in their
research examine the benefits of portfolio diversification through cryptocurrencies using mean
and variance tests, and conclude that including cryptocurrencies in a portfolio increases its
financial gains. Also, the mean values and risk of cryptocurrency returns are significantly higher
than those of traditional assets, reaching almost extreme levels. The study reveals that most
relationships between cryptocurrencies and South African traditional and alternative assets
exhibit weak negative and positive correlations, indicating the potential for using
cryptocurrencies as a tool for portfolio diversification. The analysis included ten different
cryptocurrencies, seven of which improved the performance of South African traditional and
alternative investment portfolios in terms of utility and risk. Almeida and Gongalves (2022)
summarize existing findings on portfolio diversification, hedging, and safe haven properties in
cryptocurrency investments by analyzing 146 studies published in journals listed in the 2021
Association of Business Schools ranking. Their results show that cryptocurrencies can serve as
a hedge against stocks, fiat currencies, geopolitical risks, and economic policy uncertainty,
though these properties vary over time. Since cryptocurrencies possess diversification and safe
haven properties, but these change depend on time and market conditions, investors should
consider gold, along with the European carbon emissions market, CBOE Bitcoin futures
contracts, and oil, as protection against unexpected cryptocurrency market shifts. Some
investors might also consider investing in coin market capitalization-based portfolios instead
of tokens, due to their higher Omega ratio (Almeida & Gongalves, 2022). Modern portfolio
theory, based on the works of Harry Markowitz and William Sharpe, provides a scientific
framework for managing investments through maximizing expected returns while minimizing
risk. Key concepts include diversification, which reduces overall portfolio risk, and the Capital
Asset Pricing Model (CAPM), which links risk to expected returns. Markowitz’s theory focuses
on balancing return and risk within a portfolio, while CAPM uses the beta coefficient to
measure the relationship between an asset’s return and the market portfolio. Both theories rest
on assumptions such as investor rationality, perfect market efficiency, and information
availability. It is also important to note that despite their potential advantages, cryptocurrencies
remain less liquid compared to traditional asset classes, which may limit their broader
application in investment environments.

3. METHODOLOGY

The emphasis of the methodological frame is put on the usage of the Spearman rank correlation
coefficient since the data distribution is not normal and includes outliers, making the traditional
Pearson correlation coefficient less suitable. The Spearman coefficient is a ranked correlation
coefficient that measures monotonic association between variables and does not require that the
variables follow a normal distribution. This coefficient is useful because it is based on ranking
data rather than actual variable values, making it less sensitive to extreme values or outliers,
which can strongly influence the Pearson coefficient. The deviation of the distribution of annual
return on investment for Bitcoin is shown in Figure 1.
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Figure 1: Distribution of Investment Returns for Bitcoin
(Source: https://curvo.eu/backtest/en/market-index/bitcoin? currency=eur )

The correlation analysis was conducted using IBM SPSS software. The analysis was based on
annual returns on investment for each of the instruments from 2013 to 2023. The last ten years
were chosen due to significant fluctuations in Bitcoin during its early years, which could
significantly impact the results. Six correlation analyses were conducted. The first correlation
examined the relationship between annual returns on stocks and cryptocurrencies. The S&P 500
index was used to represent stock returns, while Bitcoin was used to represent cryptocurrency
returns. Although it reflects American companies, the index is highly significant for the global
stock market because many of those companies operate globally, such as Apple and Microsoft,
so changes in these companies also influence their global partners. Similarly, due to the
importance of the U.S. in the global economy, stock investors often use the S&P 500 index in
investment decisions, meaning it indirectly affects other capital markets. Bitcoin is selected to
represent cryptocurrencies in the analyses, as it was the first cryptocurrency investment and
remains the most popular today. Bitcoin holds the largest share of the market capitalization of
all cryptocurrencies, making it the biggest single factor in the total value of the cryptocurrency
market. When Bitcoin rises or falls, this is typically reflected in the movements of other
cryptocurrencies, so its trend is useful for predicting broader market trends. To measure
correlation with bonds, data on annual returns on investment for the U.S. ten-year government
bond are used. This bond is issued by the U.S. Department of the Treasury with a maturity of
10 years. Since U.S. government bonds are one of the safest investments due to their low risk
of default, their yields often reflect global demand for safe assets. Changes in the yield of this
bond are also useful for assessing future monetary policy, which in turn influences other global
policies due to the importance of the U.S. dollar in the global economy. Additionally, the yield
on the U.S. 10-year bond is often used as a benchmark for many other bonds, including bonds
issued by other countries and corporate bonds. Gold, like Bitcoin, is of a universal nature, so
annual return on investment data for gold were used in the analysis. Data on annual investment
returns for traditional financial instruments are obtained from the NYU Stern School of
Business, which uses multiple services for data collection. Data on annual returns for Bitcoin
were obtained from the Curvo and Statuse platforms. Table 1 presents the data used in the
correlation analysis. It shows annual returns on investment from 2013 to 2023 for the S&P 500
index, Bitcoin, U.S. ten-year government bonds, and gold. Annual return on investment
represents the return achieved over one year and is expressed as a percentage of the initial
investment amount (CFI).
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Year | S&P 500 | Bitcoin U.S. 10-Year Gold
Index Government Bonds

2013. | 32,15% | 5189,37% -9,10% -27,61%
2014. | 13,52% -3,17% 10,75% 0,12%
2015. | 1,38% 34,37% 1,28% -12,11%
2016. | 11,77% | 123,75% 0,69% 8,10%
2017. | 21,61% | 1369,03% 2,80% 12,66%
2018. | -4,23% | -73,48% -0,02% -0,93%
2019. | 31,21% | 92,00% 9,64% 19,08%
2020. | 18,02% | 303,09% 11,33% 24,17%
2021. | 28,47% | 59,71% -4,42% -3,75%
2022. | -18,04% | -64,27% -17,83% 0,55%
2023. | 26,06% | 155,41% 3,88% 13,26%

Table 1: Annual Investment Returns for the S&P 500 Index, Bitcoin, U.S. Government Bonds,

and Gold from 2013 to 2023

(Source: https://pages.stern.nyu.edu/~adamodar/New Home Page/datafile/histretSP.html)

4. RESULTS

To explore portfolio diversification in more details, six correlation analyses were conducted.
The first three analyses are conducted between the three traditional financial instruments
(stocks, bonds, and gold) and Bitcoin as a new form of investment. The next three analyses
are conducted between the traditional financial instruments (stocks-bonds, stocks-gold, gold-
bonds) to enable a better analysis of portfolio diversification.

4.1. Correlation Analysis of Return on Investment for the S&P 500 Index and Bitcoin

Figure 2 displays a scatter plot of the annual return on investment for Bitcoin and the S&P 500
Index. The data are expressed in percentages and range from -18.04% to 32.15% for the S&P
500 Index, and from -64.27% to 5,189.37% for Bitcoin. As noted, there are quite a few outliers,
especially for the Bitcoin variable.

Scatter Plot of Annual Investment Returns for the S&P 500
Index and Bitcoin

6000,000
4000,000

2000,000

Bitcoin

-30,000  -20,000  -10,000 ,000 10,000 20,000 30,000 40,000
-2000,000

S&P 500 Index

Figure 2: Scatter Plot of Annual Return on Investment for the S&P 500 Index and Bitcoin
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The Spearman correlation coefficient for the relationship between the S&P 500 Index and
Bitcoin is 0.700 (p = 0.700), indicating a moderately strong positive correlation. The analysis
was conducted at a 5% significance level (a0 = 0.05). The statistical significance of the
coefficient is 0.016 (p = 0.016), which is less than the specified test significance level of a =
0.05, indicating that the correlation coefficient is statistically significant. Data from the
conducted analysis are presented in Figure 3.

BITCOIN
SP500  Correlation Coefficient 0,700
Sig. (2 ~tailed) 0,016
N 11

Figure 3: Correlation Coefficient between the S&P 500 Index and Bitcoin

4.2. Correlation analysis of returns on investment in U.S. 10-year government bonds and
Bitcoin

The scatter plot of annual return on investment for Bitcoin and U.S. 10-year government bonds
is showed in Figure 4.

Scatter Plot of Annual Investment Returns for U.S. 10-Year

Government Bonds and Bitcoin
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Figure 4: Scatter Plot of Annual Investment Returns for U.S. 10-Year Government
Bonds and Bitcoin

The data are expressed in percentages, ranging from -17.83% to 11.33% for the U.S. 10-year
government bonds, and from -64.27% to 5,189.37% for Bitcoin. Given that the analysis was
conducted at a 5% significance level (a=0.05), and the significance level of the calculated
coefficient is 0.537 (p = 0.537), it can be concluded that the correlation is not statistically
significant. In other words, there is no statistically significant relationship between the annual
return on investment for Bitcoin and U.S. 10-year government bonds. The results of the analysis
are shown in the following figure.

BITCOIN

Us Correlation Coefficient ,209
BONDS Sig. (2-tailed) ,537
N 11

Figure 5: Correlation Coefficient between U.S. 10-Year Government Bonds and Bitcoin
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4.3. Correlation analysis of returns on investment in Gold and Bitcoin
The scatter plot of annual returns on investment for Bitcoin and gold is shown in Figure 6. The
data are expressed in percentages, ranging from -27.61% to 24.17% for gold and from -64.27%

to 5,189.37% for Bitcoin.

Scatter Plot of Annual Investment Returns for Gold and Bitcoin
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Figure 6: Scatter Plot of Annual Investment Returns for gold and Bitcoin

The Spearman correlation coefficient for the relationship between gold and Bitcoin is 0.264,
indicating a weak positive correlation. Given that the analysis was conducted at a 5%
significance level (a=0.05), and the significance level of the calculated coefficient is 0.433 (p
= 0.433), it can be concluded that the correlation is not statistically significant. The results are

shown in Figure7.

BITCOIN

GOLD Correlation Coefficient ,264
Sig. (2-tailed) ,433

N 11

Figure 7: Correlation Coefficient between Gold and Bitcoin

4.4. Correlation of traditional financial instruments
The following figures show scatter plots of annual returns on investment for stocks, bonds, and

gold. Figure 8 shows the scatter plot for annual returns on investment for the S&P 500 Index
and U.S. 10-year government bonds. The data are expressed in percentages, ranging from -
17.83% to 11.33% for the bonds, and from -18.04% to 32.15% for the S&P 500 Index.
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Scatter Plot of Annual Investment Returns for the
S&P 500 Index and U.S. 10-YearGovernment
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Figure 8: Scatter Plot of Annual Investment Returns for the S&P 500 Index and U.S. 10-Year
Government Bonds

Figure 9 shows the scatter plot for annual returns on investment for the S&P 500 Index and
gold. The data are expressed in percentages, ranging from -27.61% to 24.17% for gold, and
from -18.04% to 32.15% for the S&P 500 Index.
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Figure 9: Scatter Plot of Annual Investment Returns for the S&P 500 Index and Gold

Figure 10 shows the scatter plot of annual returns on investment for gold and U.S. 10-year
government bonds. The data are expressed in percentages, ranging from -17.83% to 11.33% for
the bonds, and from -27.61% to 24.17% for gold.
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Scatter Plot of Annual Investment Returns for Gold
and U.S. 10-Year G%\algrnment Bonds
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Figure 10: Scatter Plot of Annual Investment Returns for Gold and
U.S. 10-Year Government Bonds

The results of all three analyses are shown in Figure 11.The Spearman correlation coefficient
for the relationship between the S&P 500 Index and U.S. 10-year government bonds is 0.173,
indicating a weak positive correlation. Since the analysis was conducted at a 5% significance
level (a=0.05), and the calculated coefficient’s significance level is 0.612 (p = 0.612), the
correlation is not statistically significant.

SP 500 usS GOLD
BONDS

SP 500 Correlation Coefficient 1,000 ,173 ,082
Sig. (2 -tailed) . ,612 ,811

N 11 11 11
Us Correlation Coefficient 173 1,000 ,664
BONDS Sig. (2 -tailed) ,612 . ,026

N 11 11 11
GOLD Correlation Coefficient ,082 ,664 1,000

Sig. (2 -tailed) 811 ,026
N 11 11 11

Figure 11: Correlation Coefficients and Statistical Significance
among Traditional Financial Instruments
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Therefore, there is no statistically significant relationship between the annual return on
investment for the S&P 500 Index and U.S. 10-year government bonds. The correlation between
the S&P 500 Index and gold is very weak and positive with a correlation coefficient of 0.082.
The statistical significance of the correlation coefficient is 0.811 (p = 0.811), indicating that the
correlation is not statistically significant. Thus, there is no statistically significant relationship
between returns on investment in the S&P 500 Index and gold. The only statistically significant
relationship in this part of the analysis is between gold and U.S. 10-year government bonds. Its
statistical significance is below 0.05, at 0.026 (p = 0.026). The correlation is positive and of
moderate strength, with a coefficient of 0.664.

4. CONCLUSION

The results of the correlation analysis conducted on investment return data for stocks, bonds,
gold, and cryptocurrencies indicate that cryptocurrencies have a statistically significant
correlation only with stocks. The resulting correlation is positive and of moderate strength.
According to modern portfolio diversification theory, portfolios should include pairs with lower
correlation coefficients because they carry less risk than pairs with higher correlation
coefficients. This finding has implications for portfolio diversification, as the moderate positive
correlation between cryptocurrencies and stocks suggests that cryptocurrencies do not offer a
completely independent source of return from stocks. However, due to their low or non-existent
correlation with bonds and gold, cryptocurrencies can still play a role in diversified portfolios.
Therefore, cryptocurrencies would be a good option for portfolio diversification unless the
portfolio consists solely of stocks. This research confirmed previous findings suggesting that
including cryptocurrencies not only increases returns but also helps reduce overall risk through
diversification. For a broader view of portfolio diversification potential with the inclusion of
cryptocurrencies, correlations between traditional financial instruments were also analyzed.
This analysis revealed a statistically significant correlation between gold and U.S. 10-year
government bonds. The correlation itself is positive and of moderate strength. This result
highlights that even traditional assets like gold and bonds can have useful diversification
characteristics within a portfolio. According to the obtained correlations, the only portfolio
options that would not optimally reduce risk and achieve diversification effects are stocks and
cryptocurrencies, or bonds and gold. However, portfolios can include any combination, even
incorporating all four investment options. Additionally, it is possible to form combinations of
two instruments, with the best options being stocks and gold, bonds and cryptocurrencies, or
bonds and stocks. Despite the absence of a clear correlation between stocks and bonds, such a
combination deserves further examination using a larger data sample or alternative analytical
methods. This recommendation is based on the fact that stocks and bonds are relatively similar
instruments by definition. If a portfolio includes stocks and bonds from the same issuer, changes
in both instruments are likely to occur simultaneously because they depend on the same issuer,
industry, regulations, economic factors, etc. Therefore, it would be more optimal to separate
such instruments into those from primarily different issuers, preferably from different, unrelated
industries, and if possible, different parts of the world, to achieve minimal risk. Investing in
bonds from one industry and stocks from a completely unrelated sector can reduce portfolio
risk. Additionally, diversification by geographic region can further reduce risk, as market
conditions, regulatory frameworks, and economic cycles differ across countries and regions.
This approach allows investors to lower the correlation between instruments and better protect
the portfolio from external risks. Previous studies have confirmed the significant potential of
cryptocurrencies for optimizing investment portfolios. These studies also emphasize that the
inclusion of cryptocurrencies not only increases returns but also reduces overall risk through
diversification. Furthermore, existing research highlights the role of cryptocurrencies as a hedge
against market risk and uncertainty, with stablecoins potentially serving as safer havens.
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The weak correlation of cryptocurrencies with traditional assets makes them attractive to
investors seeking better-balanced portfolios. Thus, cryptocurrencies expand modern portfolio
theory, confirming their role in achieving better diversification and reducing risk in investment
strategies.Ultimately, cryptocurrencies represent a new and dynamic instrument in the world of
finance, with potential for further development and implementation in diversification strategies,
but investors must also be aware of their high volatility and inherent instability. Future research
is recommended to further explore the relationship between Bitcoin and traditional financial
instruments, especially in the context of increasing institutional presence and the development
of cryptoETFs. In the period 2024 and 2025, Bitcoin increasingly shows correlation with the
stock market, gradually losing the characteristics of an alternative asset, and behaves like an
established financial instrument. It would also be useful to investigate how the growth of
institutional investment and regulatory clarity affect the stability and volatility of Bitcoin
compared to traditional stocks.
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ABSTRACT

In a contemporary business environment marked by rapid changes and global competition,
internal marketing has become a key tool for strengthening employee engagement and creating
a sustainable organizational culture. This paper explores the role of internal marketing in
improving communication processes and motivational mechanisms within organizations, with
special emphasis on the connection between internal communication and business
performance. The theoretical section analyzes relevant models of internal marketing (Berry,
Gronroos, Ahmed & Rafiq), while the empirical section presents research conducted among
employees and human resource managers. The results indicate that effective internal
communication, systematic employee motivation, and transparent leadership significantly
increase employees’ sense of belonging and engagement, which directly reflects on
organizational efficiency and innovativeness. The paper emphasizes the need for a strategic
approach to internal marketing that includes the development of two-way communication
channels, continuous employee education, and the integration of technological solutions for
monitoring and promoting engagement. It concludes that internal marketing, viewed as a long-
term investment in human capital, represents a key factor in sustainable growth and competitive
advantage for organizations.

Keywords: internal marketing, internal communication, employee engagement, organizational
culture, human resource management

1. THEORETICAL OVERVIEW

Internal marketing represents a crucial instrument for effective organizational management, as
it helps create an engaged, motivated, and aligned workforce oriented toward achieving
organizational goals. Although originally developed as a response to challenges in the service
sector, internal marketing is now applied across all types of organizations because it fosters a
positive internal culture and improves interpersonal relationships within the workplace. It
encompasses a variety of strategies—from communication and motivation to training and
reward systems—aimed at helping employees understand their role in achieving organizational
objectives, thereby enhancing their engagement and satisfaction (Ahmed & Rafig, 2002).
According to Kotler (2006), the primary objective of internal marketing is to motivate
employees to work enthusiastically and perceive themselves as active participants in fulfilling
the organization’s mission and vision. This approach enables employees to better understand
organizational goals, increasing their motivation and engagement.
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Furthermore, internal marketing is not limited to enhancing motivation; it also strengthens trust
within the organization, which has long-term implications for its success. By implementing
internal marketing strategies, organizations can align their employees with external marketing
goals, thus contributing to market competitiveness (Kotler & Keller, 2006). Recent studies
confirm that effective internal marketing not only increases employee satisfaction but also has
direct positive effects on customer satisfaction and the organization’s long-term
competitiveness. For instance, Bunea et al. (2025) emphasize that “learning and applying
internal marketing strategies is essential for improving employee satisfaction, which
subsequently leads to higher service quality and increased customer satisfaction.” Brown
(2025) similarly confirms that “internal marketing directly influences employee motivation and,
consequently, the organization’s ability to meet the needs of external customers,” underscoring
the link between employee engagement and service quality. Effective internal marketing is
fundamentally rooted in communication. Sutomo (2024) stresses that “internal marketing
cannot be successful without effective internal communication that enables employees to
understand their tasks, the organization’s mission, and their contribution to achieving those
goals.” Employees must be aware of the importance of their work for the organization’s success,
and clear communication helps them recognize their role within broader organizational
objectives. Communication also enables organizations to establish a transparent work
environment, increasing employee trust and engagement (Clampitt, 2016). Creating a positive
work environment is also essential for successful internal marketing. Gronroos (1981)
highlights that “employees should be involved in decision-making and trained so that their tasks
reflect the organization’s values.” This model integrates the development of a service-oriented
work culture, emphasizing the importance of cultivating relationships among employees as a
foundation for organizational success.

According to Gronroos (1981), management must articulate a clear service vision and
philosophy that is communicated throughout the organization, ensuring employees understand
the significance of their contribution and remain motivated to achieve strategic goals. As noted
by Heskett, Sasser, and Schlesinger (1997), “satisfied employees lead to satisfied customers,”
a link that is particularly evident in service industries where the quality of customer interaction
is directly tied to employee engagement. Contemporary research reinforces these claims.
Ramya (2025) concludes that “internal marketing is not merely a set of tools for employee
motivation but a long-term mechanism for sustaining organizational success, as it helps create
a positive internal culture aligned with external marketing goals.” This approach increases
employee loyalty and reduces turnover, enabling organizations to achieve better performance
and sustainable growth. Research further indicates that “well-developed internal marketing
programs can reduce employee turnover and increase productivity” (Berry, 1995). By applying
marketing principles within the organization, it becomes possible to create an atmosphere in
which employees feel valued, which strengthens their commitment and loyalty. This not only
benefits workplace climate but also improves service delivery, thereby enhancing customer
satisfaction (Trisninawati & Supardin, 2025). Internal marketing also helps organizations
identify and direct their human resources toward achieving long-term goals. Berry (1981) and
Brown (2025) emphasize that “internal marketing directly affects an organization’s ability to
satisfy external customers,” as it aligns organizational practices with the needs and expectations
of employees, who in turn perform their tasks more effectively. Similarly, recent studies confirm
that “internal marketing assists organizations in developing competitive advantages by
improving internal relationships and strengthening employee engagement” (Sutomo, 2024). In
conclusion, internal marketing is more than a tool for motivating employees—it enables the
development of an organizational culture that aligns the goals of employees with those of the
organization.
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Fostering a positive work environment, accompanied by clear and open communication, is
essential for organizational success, especially in today’s highly competitive business
landscape. By implementing internal marketing strategies, organizations can ensure long-term
stability, growth, and competitiveness.

2. RESEARCH OBJECTIVES

In today’s globalized business environment, organizations face continuous challenges in
maintaining competitive advantage and adapting to rapid market changes. In this context,
internal marketing—an approach based on promoting organizational values and goals to
employees—has become essential for ensuring long-term sustainability and business success.
This study examines the role of internal marketing strategies in improving internal
communication, employee motivation, and overall business performance. Given that employees
are the primary drivers of business innovation and productivity, it is crucial to understand how
organizations can utilize internal marketing initiatives to strengthen employee engagement,
which is considered a key factor in achieving competitive advantage. This paper explores the
relationship between internal communication, motivational mechanisms, transparent
leadership, and business efficiency, with a particular emphasis on theoretical models of internal
marketing strategies. The research problem addressed in this study concerns how different
components of internal marketing strategies—such as the quality of internal communication,
motivational mechanisms, and leadership transparency—affect employee engagement, their
sense of belonging to the organization, and overall business performance. Additionally, the aim
of this research is to determine whether there is a statistically significant relationship between
these factors and organizational innovativeness and efficiency. Accordingly, the primary
objectives of this study are to examine how the quality of internal communication influences
employee engagement and to analyze the relationship between motivational mechanisms,
transparent leadership, and business performance. Furthermore, it is essential to assess how the
development of internal marketing initiatives can contribute to sustainable growth and
competitive advantage. Based on theoretical models of internal marketing strategies (Berry,
Gronroos, Ahmed & Rafiq) and previous research, the following hypotheses were formulated:

Hypothesis 1 (H1):

There is a positive relationship between the effectiveness of internal communication and
employee engagement.

Explanation: Open, two-way, and transparent communication within an organization is
associated with higher employee engagement, thereby enhancing their sense of organizational
belonging.

Hypothesis 2 (H2):

Transparent leadership and systematic motivational mechanisms positively influence business
performance and organizational innovativeness.

Explanation: Organizations in which managers apply transparent and systematic motivational
strategies foster higher employee engagement, resulting in increased productivity and higher
levels of innovation.

Hypothesis 3 (H3):

An internal marketing initiative strategy that includes two-way communication, continuous
employee education, and the integration of technological solutions for engagement monitoring
contributes positively to sustainable growth and the competitive advantage of the organization.
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Explanation: Organizations that implement advanced technologies for monitoring engagement
and continuously invest in employee development create a foundation for long-term growth and
competitive advantage.

3. METHODOLOGY

To collect the data, a study was conducted on a sample of 240 participants, including 15 human
resource managers and 225 employees from various organizations. The research was carried
out over a three-month period, and data were gathered using both quantitative and qualitative
methods.

Research Instruments:

Survey questionnaires were designed to collect data on the following variables: quality of
internal communication, motivational mechanisms and employee engagement, leadership
transparency, and organizational performance and innovativeness. The questionnaires were
structured using a 1-5 Likert scale (ranging from “strongly disagree” to “strongly agree”).
Quantitative data were analyzed using descriptive statistics, correlation analysis, and regression
analysis to examine the relationships between the variables (internal communication,
motivation, leadership, and business performance). Semi-structured interviews were conducted
with 15 human resource managers. The purpose of the interviews was to gain deeper insights
into subjective perceptions regarding the quality of internal communication, employee
motivation, leadership transparency, and their impact on engagement and business
performance. The interview topics included: sensitivity to internal communication and its
importance; experiences with motivational systems and perceived engagement; attitudes toward
leadership transparency and its influence on efficiency; and the use of technology for
monitoring employee engagement. The interview data were analyzed using thematic analysis
to identify key patterns and recurring themes among employees and managers, which served to
enrich the quantitative findings.

4. RESEARCH RESULTS

This chapter presents the findings of the study conducted on a sample of 15 human resource
managers and 225 employees, with the aim of examining the role of internal marketing
strategies including the quality of internal communication, motivational mechanisms,
leadership transparency, and the role of technology in enhancing employee engagement and
organizational performance. Regression analysis was used to examine the effects of different
variables on organizational performance, while correlations and descriptive statistics were
applied for additional data analysis. To provide deeper insight into the demographic and
perceptual characteristics of the surveyed group, key descriptive statistical data are presented
for the sample consisting of 15 managers and 225 employees from various organizational
sectors. The table includes indicators of central tendency, such as mean values and standard
deviations, as well as demographic information, offering a detailed overview of sample
distribution according to factors such as age, gender, education level, work experience, and
organizational position. The sample represents a diverse group that includes various age
categories, genders, education levels, and professional backgrounds, allowing for an analysis
of perceptions from different sociodemographic perspectives. Based on responses to the survey
questions, differences in attitudes between managers and employees are evident—particularly
regarding the quality of internal communication and leadership transparency—where managers
generally report somewhat more positive perceptions than employees. Mean values for most
variables indicate moderately high ratings, while standard deviations reflect considerable
variability within the sample, which is valuable for further analysis.
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Through graphical representations of these data, it becomes possible to better understand how
different groups within the organization perceive various aspects of internal communication
and organizational performance. This provides a foundation for deeper analyses to follow
within the regression analysis and other statistical methods.

Category Managers (N = 15) | Employees (N = 225) | Total (N = 240)
Gender

Male 8 (53.3%) 98 (43.6%) 106 (44.2%)
Female 7 (46.7%) 127 (56.4%) 134 (55.8%)
Age Group

18-30 0 (0%) 60 (26.7%) 60 (25%)
31-40 4 (26.7%) 85 (37.8%) 89 (37.1%)
41-50 6 (40%) 55 (24.4%) 61 (25.4%)
51+ 5 (33.3%) 25 (11.1%) 30 (12.5%)
Education Level

High School 0 (0%) 30 (13.3%) 30 (12.5%)
University Degree 8 (53.3%) 150 (66.7%) 158 (65.8%)
Postgraduate Studies 7 (46.7%) 45 (20%) 52 (21.7%)
Work Experience (average) | 12.5 years 6.4 years 7.1 years
Organizational Position

Manager 15 (100%) 0 (0%) 15 (6.25%)
Middle Management 0 (0%) 100 (44.4%) 100 (41.7%)
Operational Staff 0 (0%) 125 (55.6%) 125 (51.4%)

Table 1: Descriptive Statistics of the Sample (Authors’ Own Compilation)

The table below presents the basic statistical data for the variables used in the regression
analysis:

Variable Mean | Standard Deviation | Min | Max
Quality of Internal Communication 4.1 0.58 2 5
Motivational Mechanisms 3.9 0.65 2 5
Leadership Transparency 4.0 0.61 2 5
Technology for Monitoring Engagement | 3.7 0.72 1 5
Organizational Performance 3.8 0.70 2 5

Table 2: Analysis of the Quality of Internal Communication (Authors’ Own Compilation)

The data indicate that employees generally rated the quality of internal communication,
motivational mechanisms, and leadership transparency within organizations positively, while
perceptions of the use of technology for monitoring employee engagement were somewhat
lower. The mean value for organizational performance was 3.8, suggesting that organizations
maintain stable performance, though with potential for improvement.

To examine the relationships between variables, a regression analysis was conducted to assess
how the quality of internal communication, motivational mechanisms, leadership transparency,
and engagement-monitoring technology influence organizational performance. Table 3 presents
the results of the regression analysis.
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Variable Coefficient (B) | Standard Error | t-value | p-value | R?

Constant (Intercept) 0.350 0.102 3.43 0.001

Quality ~ of  Internal | , 0.075 6.00 | 0.000
Communication

Motivational Mechanisms | 0.38 0.067 5.67 0.000
Leadership Transparency | 0.32 0.060 5.33 0.000
Technology for | .25 0.070 357 0000 |0.73

Monitoring Engagement

Table 3: Regression Analysis of the Impact of Internal Communication Quality, Motivational
Mechanisms, Leadership Transparency, and Technology on Organizational Performance
(Authors’ Own Compilation)

The obtained regression coefficients indicate a strong relationship between the analyzed
organizational factors and business performance. The intercept of 0.350 represents the baseline
level of performance when all observed variables are set to zero, providing a reference point
for assessing the relative contribution of each factor. The strongest effect is observed for the
quality of internal communication: an increase of one point results in a 0.45-point increase in
organizational performance, highlighting communication processes as a critical area of
organizational management. Motivational mechanisms also show a significant contribution,
with each additional point leading to a 0.38-point increase in performance, confirming the
importance of well-designed employee incentives. Leadership transparency is likewise
relevant, as a one-point increase raises performance by 0.32 points, implying that an open and
clear managerial approach positively impacts organizational outcomes. Overall, the results
suggest that improving communication, motivation, and leadership transparency can lead to
substantial gains in business performance. Although the impact of technology for monitoring
employee engagement is somewhat weaker compared to other predictors, it remains statistically
significant: an increase in its application by one point corresponds to a 0.25-point rise in
performance. Taken together, these findings confirm that the combination of high-quality
communication, strong motivational systems, transparent leadership, and the appropriate use of
technology forms a key foundation for achieving higher levels of organizational performance.
The coefficient of determination (R? = 0.73) indicates that 73% of the variance in organizational
performance can be explained by the variables included in the model. This high R? demonstrates
that internal marketing strategies and engagement-monitoring technology are strong predictors
of business performance. Based on the regression analysis, it can be concluded that all examined
variables—quality of internal communication, motivational mechanisms, leadership
transparency, and engagement-monitoring technology—are statistically significant predictors
of organizational performance. The quality of internal communication emerged as the most
important factor in enhancing performance, while motivational mechanisms and leadership
transparency are also crucial for organizational success. The use of technology for monitoring
employee engagement had a smaller, yet still significant, impact.

6. CONCLUSION

The combination of quantitative and qualitative findings in this study clearly supports the
proposed hypotheses and highlights the critical role of internal marketing in strengthening
organizational performance. The results show that the quality of internal communication is a
fundamental determinant of employee engagement: regular communication with management
and transparent information exchange foster higher motivation, better involvement in work
processes, and stronger organizational commitment.
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Additionally, motivational mechanisms and leadership transparency further contribute to
greater organizational performance and innovativeness. Managers emphasized the importance
of systematic training programs and recognition of employee contributions, while employees
reported that transparent leadership facilitates understanding of strategic objectives and
expectations, thereby enhancing clarity and alignment in daily operations. The importance of
technology—particularly digital tools for monitoring engagement and continuous employee
education—was also emphasized. Organizations that have integrated such solutions report
higher levels of engagement and innovation, confirming that technological support can serve
as a powerful catalyst for long-term development. These findings collectively suggest that high-
quality internal communication, transparent leadership, systematic motivational mechanisms,
and strategic use of technology are interrelated elements that directly influence employee
engagement. Since engagement acts as a bridge between internal processes and organizational
outcomes, organizations that continuously invest in their employees gain sustainable
competitive advantages and lay the foundation for stable, long-term growth.
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ABSTRACT
This paper aims to examine the investment horizon of the portfolio management of mandatory
pension funds in the Republic of Croatia. Namely, pension funds, especially mandatory ones,
play a key role in ensuring the financial security of citizens after retirement. In the context of
demographic changes, longer life expectancy and changes in the labor market, pension systems
face challenges of sustainability and efficiency. Analysis of the investment strategies employed
by mandatory pension funds is becoming increasingly crucial for understanding how these
funds manage their members' assets and achieve their goals in terms of returns and investment
security. The investment horizon of pension funds plays a key role in achieving their goals and
those are a long-term investment horizon that enables funds to capitalize on long-term market
trends, achieving stable returns and minimizing volatility risks. Accordingly, the results of
previous research indicate that pension funds typically have a long-term investment horizon,
aiming to secure returns and achieve continuous, small growth in share prices. This indicates
a passive style of portfolio management used by the fund manager. Therefore, the goal of
creating an investment portfolio implies an investment that ensures continuous returns, annual
dividends observed over a longer time horizon, or maximization of the owner's wealth. As a
measure of the investment time horizon, the portfolio turnover rate (Churn rate) will be used,
which indicates how often an investor or mandatory pension fund changes the structure of the
portfolio. The results of the research indicate that mandatory pension funds in the Republic of
Croatia employ a predominantly conservative and passive investment approach, with an
emphasis on capital security and the stability of returns.
Keywords: Churn rate, Investment Horizon, Pension funds, Portfolio Management

1. INTRODUCTION

Pension funds play a key role in ensuring citizens' financial security after retirement. In the
context of demographic changes, longer life expectancy and changes in the labor market,
pension systems face challenges of sustainability and efficiency. In the Republic of Croatia, as
well as in most European Union countries, the pension system is based on a model with several
pillars, including mandatory and voluntary pension funds. Namely, the 2002 reform resulted in
significant changes to the structure of the pension system of the Republic of Croatia, where the
single-part system based exclusively on intergenerational solidarity was replaced by a three-
part system. In addition to the first pillar, which still represents mandatory pension insurance,
the second and third pillars have been introduced, where the second pillar represents mandatory
pension insurance based on individualized capitalized savings. In contrast, the third pillar
represents voluntary pension insurance based on individualized capitalized savings (HANFA,
2025). The pension reform was driven by two fundamental reasons: demographic-
organizational and financial-systemic (Bejakovi¢, 2002), and its main goal was the transfer of
social responsibility from the state to the individual.
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Analysis of pension fund investment strategies is becoming crucial for understanding how
voluntary funds manage their members' assets and achieve their goals in terms of returns and
investment security. The investment horizon of pension funds plays a key role in achieving their
goals. A long-term investment horizon enables funds to capitalize on market movements,
achieving stable returns and minimizing volatility. For this reason, investment horizon analysis,
which also includes measuring the portfolio turnover rate (Churn rate), helps in understanding
the strategies funds use to achieve an optimal balance between returns and risk. Therefore,
mandatory funds, in particular in the Republic of Croatia, have implemented passive investment
strategies. The goal of these strategies is to protect the institution's overall financial stability
from interest rate risk. (Bodie, et.al.2013, Pundek, 2020, Pundek, et. al. 2021) Pension funds,
by nature and objective, often prefer more conservative investment strategies. These funds must
ensure the stability and security of their investments to fulfill their future obligations to fund
members. Therefore, a long-term investment horizon enables funds to overcome short-term
market fluctuations and capitalize on long-term growth trends. By investing in high-quality
stocks and bonds over the long term, funds can achieve stable returns and reduce volatility.
Ultimately, by understanding investment horizons and portfolio management strategies, it is
possible to identify best practices and recommendations to improve the efficiency of pension
funds. Namely, the results of the investment horizon analysis of the mandatory pension funds
will contribute to ensuring the long-term sustainability and stability of the pension system in
the Republic of Croatia. Therefore, this paper aims to examine the investment horizon in the
context of the mandatory pension fund portfolio management in the Republic of Croatia.
Previous research suggests that these funds most often prefer a long-term investment horizon
to ensure secure returns and continuous, though modest, share price growth. Such an approach
implies a passive portfolio management style, in which fund managers strive for stability and
risk minimization rather than an active trading style that involves frequent portfolio changes.
Based on all of the above, this paper aims to examine and identify the investment horizon of
mandatory pension funds in the Republic of Croatia and, consequently, to examine and identify
the portfolio management style of fund managers within a mandatory pension fund
management company. The research questions of this paper are formulated in accordance with
the set objectives of the paper, and they are:

IP (1): Do mandatory pension funds prefer a long-term investment horizon?;

IP (2): Do fund managers of mandatory pension fund management companies use a passive
investment strategy to secure returns and continuous, small growth in the value of financial
instruments in the portfolio?

2. THEORETICAL BACKGRAUND

From a theoretical perspective, the work is based on contemporary portfolio management
models, as presented by Bodie, Kane, and Marcus (Investments, 2013). Their work offers a
comprehensive framework for understanding the relationship between risk, return, and time,
with a particular focus on institutional investing and portfolio performance evaluation. In the
context of pension funds, these models emphasize the need for a conservative, long-term
approach that maximizes the stability of returns. The question of choosing an investment
strategy was further discussed in terms of active and passive portfolio management. Active
strategies include continuous market analysis and frequent portfolio changes to outperform
market returns. Passive strategies, more characteristic of pension funds, rely on long-term
holding of selected assets, with minimal transactions and lower management costs. According
to available research and data from European and American markets (Finax), the vast majority
of actively managed funds fail to outperform market averages, which further encourages the
preference for passive investment in the institutional sector.
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The research results so far indicate that institutional investors typically have a long-term
investment horizon, aiming for safe returns and gradual, steady growth in share prices. This
indicates a passive portfolio management style among fund managers of institutional investors
(Nix, 2012). Namely, the long-term investment horizon implies investments in shares that are
intended to be held in the portfolio for more than one year, while the short-term investment
horizon implies investments of only a few days and a maximum of one year (Carhart, 1997;
Gaspar et.al., 2005; Cella, 2009). Previous research indicates that institutional investors prefer
investments in large, established companies because they offer safer, higher-return
opportunities (Agrawal, Knoeber, 1996; Holland, 1998; Mallin, 1999; Tam, Tan, 2007).
Therefore, the goal of an individual institutional investor's investment portfolio is to invest in
assets that ensure continuous returns and annual dividends over a longer time horizon, i.e.,
maximizing the owner's wealth. McCahery, Sautner, and Starks (2016) confirm the thesis that
investors tend to have a long-term investment horizon and, therefore, are interested in corporate
governance. Furthermore, Annuar (2015) points out that institutional investors tend to be more
conservative, investing in assets that promise more stable returns with a lower level of risk. The
decision to invest in a particular company depends on a clearly defined company development
strategy and a detailed business plan, which investors consider important indicators of future
returns and dividend policy, with an emphasis on continuous strategic assessment (Low,
Arumugam, 2001). In contrast to short-term investments, in long-term investments, institutional
investors contribute to improving corporate governance through a control role that is manifested
in disciplining management to act in the interests of shareholders (Attig et al., 2012), and not
in their own, and by reducing information asymmetry and agent costs (Elyasiani, Jia, 2010).

3. RESEARCH METHODOLOGY

In analyzing the investment strategies of the mandatory pension funds in the Republic of
Croatia, with an emphasis on the investment time horizon and the frequency of changes in
portfolio structure, the fundamental theoretical and methodological basis is drawn from the
contemporary financial literature and regulatory sources. The focus is on measuring investment
dynamics through the turnover rate and on understanding investment styles — active and passive
portfolio management. The portfolio turnover rate is one of the key measurement units used to
assess the intensity of changes in the portfolio structure. In the literature, this indicator is used
to evaluate the investment horizon: the higher the coefficient, the higher the trading frequency
and the shorter the investment horizon, suggesting a more active management approach. Lower
values of the coefficient, on the other hand, indicate a more stable investment strategy with a
long-term orientation. In this research, for the portfolio turnover Churn rate methodology
represent by Gaspar et al. (2005) was used. This method enables the analysis of how often an
investor changes the structure of their portfolio, thereby revealing the preferred investment
strategy. This method can be applied to long-term and short-term investment horizons.
According to Gaspar et al. (2005), the specified coefficient can be calculated:

R - YicolNiitPie — Njit—1Pje-1 — Njie1AP; |
bt 5 Nji¢Pie + Nije—1Pje-1
jeQ 2
(Izvor: Gaspar et.al., 2005)

In this formula, P_(j,t) represents the price of common shares of company j at time t, and N_(j,
1,t) represents the number of common shares of company j owned by investor i at time t. In the
analytical part of the paper, Churn Rate is calculated based on annual reports of pension funds
and databases of the Croatian Financial Services Supervisory Agency (HANFA, 2024), the
Regulation on the Establishment of the Central Registry of Affiliates (REGOS, 2024) and the
Zagreb Stock Exchange (ZSE, 2024).
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This ensures that the results are based on transparent and regulatory-verified data. Such an
approach allows for a reliable quantitative evaluation of pension fund behavior over 10 years,
accounting for differences across fund categories (A and B). Furthermore, the research sample
consists of mandatory pension funds that are divided into three categories: A, B and C, and the
research analyzed categories A and B, which are managed by four companies, namely AZ
Mirovinski Fondovi, Raiffeisen Mirovinski Fondovi, Erste Plavi Mirovinski Fondovi and PBZ
Croatia osiguranje mandatory pension funds. The category C is left out, since for those funds it
is legally prohibited to invest in companies' shares as part of a portfolio investment strategy
(Act on Mandatory Pension Funds (official Gazette 19/14, 93,/15, 115/18, 58/20, 156/23).
Therefore, the data used in this paper were collected from the official website of the Croatian
Financial Services Supervisory Agency (HANFA, 2024), and from the official websites of
mandatory pension funds (AZ Pension Funds, Raiffeisen Pension Funds, Erste Plavi Pension
Funds and PBZ Croatia Insurance mandatory pension funds). The research covered 9 years
from December 2015 to December 2024, enabling long-term trend monitoring and quality
analysis of investment strategies. The sample was selected to obtain a representative overview
of the management of the Croatian mandatory pension funds.

4. RESEARCH RESULTS

The analysis on investment strategies of mandatory pension funds in the Republic of Croatia
provided a more detailed insight into the methods of managing insured assets and their effects
on the long-term financial stability of the pension system. The main focus of this research is the
time horizon, followed by the examination and identification of the portfolio management style
of fund managers within the mandatory pension fund management company. Mandatory
pension funds have the largest capital base, which is continuously growing relative to other
types of institutional investors, making them the most important and fastest-growing segment
of financial intermediation.

The net assets of mandatory pension funds have been continuously growing over the observed
time horizon, mostly due to increases in members' payments and realized returns. As a result of
the very conservative investment style, investments in category B mandatory pension funds are
dominant, directing the largest part of their investments into government bonds (Picture 1),
while investments in equity securities of domestic issuers and investments abroad accounted
for a significantly smaller share. Such investment dynamics have been evident since the very
beginning of mandatory pension fund operations.

Such a trend is expected to continue until better-quality securities are offered on the domestic
market (Olgi¢, Drazenovié, 2012) or until insured persons' awareness of the possibilities of
selecting a particular category of mandatory pension funds is raised (Pundek Kokotec, 2020).
This is confirmed by the analysis of the net assets of mandatory pension funds of categories A,
B and C in the Republic of Croatia in the analyzed period, with an average of 1.32% of the total
assets of mandatory pension funds invested in category A, 92.53% in category B, and 6.15% in
category B.

The reason for this is the insured's lack of interest and ignorance, as well as the increased

number of older members of the pension system who, in accordance with the legislative
framework, are obliged to invest in somewhat safer categories, specifically categories B and C.
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Picture 1: Pension funds' net assets t the end of period, in thousand EUR
(Source: Croatian Financial Services Supervisory Agency, 2025)

As already stated earlier in the paper, mandatory pension fund investments in the Republic of
Croatia are significantly shaped by regulatory requirements, economic conditions and the funds
investment strategy. During the observed period, it is clear that the funds are not inclined to
change their portfolio structures significantly, as shown later in the paper. It is important to
emphasize that according to the comprehensive report of Croatian Financial Services
Supervisory Agency (HANFA), which shows the structure of pension fund investments, it is
visible that category A funds, which should invest the most and at a much higher risk, continue
to base the largest part of their investments on government bonds, followed by stocks (with an
emphasis on the domestic market), and from the investing in a foreign market point of view, it
is clear that more capital is invested in stocks than in government bonds. Looking at category
B funds, it is noticeable that investments in government bonds are even greater, and that when
investing in foreign markets, government bonds are preferred even more, unlike with category
A funds. This data shows that the funds invest conservatively, which, on the one hand, ensures
stability but, at the same time, limits the potential for yield growth. It is necessary to analyze
the advantages and disadvantages of investing in government bonds or stocks. Namely,
government bonds make up the largest part of the pension fund portfolio in Croatia. This
allocation of funds should be viewed from two angles. As an advantage, they ensure stable,
predictable returns, which are key to the long-term financial sustainability of pension funds.
They are considered low-risk securities, especially domestic government bonds. Also,
regarding the Republic of Croatia, it is clear that the state encourages on investing in
government bonds and all others market participants to do the same. For this reason, the
regulatory framework for investing in government bonds is much simpler and encouraging.
When discussing disadvantages, the primary concern is the lower returns in periods of lower
interest rates, which can negatively impact the growth of pension fund capital. One of the major
problems is that risk diversification, which is crucial in the economy, is reduced. Excessive
dependence on government bonds can reduce a fund's resilience to macroeconomic changes
and political developments. When discussing stock investments, it can be said that stocks
represent a riskier, but potentially more profitable, asset class. It was previously stated that
pension funds in Croatia invest in stocks in different proportions, depending on the fund
category. The main advantage of investing in stocks is the potential for higher returns than
government bonds. Another major advantage is that it is much easier to diversify investments.
Additionally, investing in stocks offers the opportunity to capitalize on growing industries such
as IT and robotics, potentially yielding higher returns and contributing to market growth. The
disadvantages of investing in stocks include higher volatility, restrictions and regulations that
limit the possibility of more active and aggressive investment, and the underdeveloped state of
the domestic capital market.
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The analysis shows that the investment structure of pension funds in Croatia is conservative,
emphasizing security and stability. Although this approach reduces risks, it also limits the
potential for yield growth.

Year Type of assets Category A Category B Category C
31.12.2015. | Shares 0,02 1,84 -
Government bonds 0,03 6,84 0,28
Investment funds 0,00 0,58 0,00
Corporate bonds 0,00 0,16 0,01
Cash and Deposits 0,00 0,16 0,01
Other assets 0,00 0,02 0,01
31.12.2016. | Shares 0,03 2,15 -
Government bonds 0,03 7,62 0,36
Investment funds 0,00 0,46 0,01
Corporate bonds 0,00 0,18 0,02
Cash and Deposits 0,00 0,32 0,01
Other assets 0,00 0,04 0,01
31.12.2017. | Shares 0,03 2,01 -
Government bonds 0,04 8,34 0,49
Investment funds 0,01 0,70 -
Corporate bonds 0,00 0,17 0,02
Cash and Deposits 0,00 0,43 0,02
Other assets 0,00 0,04 0,00
31.12.2018. | Shares 0,03 2,06 -
Government bonds 0,04 8,47 0,56
Investment funds 0,01 0,79 0,01
Corporate bonds 0,00 0,19 0,03
Cash and Deposits 0,01 0,65 0,05
Other assets 0,00 0,18 0,01
31.12.2019. | Shares 0,04 2,60 -
Government bonds 0,05 9,68 0,70
Investment funds 0,01 1,11 0,00
Corporate bonds 0,00 0,22 0,03
Cash and Deposits 0,00 0,26 0,01
Other assets 0,00 0,28 0,01
31.12.2020. | Shares 0,05 2,87 -
Government bonds 0,05 9,59 0,81
Investment funds 0,02 1,27 0,02
Corporate bonds 0,00 0,28 0,04
Cash and Deposits 0,01 0,48 0,09
Other assets 0,00 0,28 0,01
31.12.2021. | Shares 0,07 3,66 -
Government bonds 0,06 9,73 0,95
Investment funds 0,03 2,00 0,02
Corporate bonds 0,00 0,26 0,06
Cash and Deposits 0,02 0,43 0,12
Other assets 0,00 0,23 0,03
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31.12.2022. | Shares 0,09 3,45 -

Government bonds 0,09 9,71 1,18
Investment funds 0,04 1,78 0,04
Corporate bonds 0,00 0,10 0,05
Cash and Deposits 0,04 0,68 0,14
Other assets 0,00 0,14 0,02
31.12.2023. | Shares 0,13 4,37 -
Government bonds 0,15 10,82 1,50
Investment funds 0,06 2,07 0,03
Corporate bonds 0,01 0,18 0,08
Cash and Deposits 0,05 0,43 0,19
Other assets 0,01 0,11 0,06
31.12.2024. | Shares 0,23 5,14 -
Government bonds 0,27 11,98 1,51
Investment funds 0,13 2,28 0,03
Corporate bonds 0,03 0,25 0,07
Cash and Deposits 0,06 0,72 0,17
Other assets 0,02 0,33 0,05

Table 1: Structure of assets of mandatory pension funds by type of investment
(At the end of period, in billion EUR)
(Source: Croatian Financial Services Supervisory Agency, 2025)

By analyzing mandatory pension fund investments and their portfolios, it is clear that they have
a long-term investment horizon, consistent with their basic purpose and investment structure,
which ensures stable returns and reduces risk, therefore they tend to follow buy and hold
strategy. Pension funds must ensure stability without excessive risk, because this concerns the
future of a large number of people and their assets. The analysis also found that all analyzed
pension funds invest in stable, large, and successful companies, which provides them with
additional security when investing.

The goal of each pension fund is to create a portfolio that provides the highest possible returns
with the lowest possible risk. It is clearly evident from the pension fund portfolio that they
rarely change the structure of their investments, as can be seen from the Table 2. It is also
important to emphasize that the structure of each pension fund's portfolio demonstrates
maximum diversification by investing in a larger number of companies, which can help ensure
stability. The results of the portfolio turnover rate calculation show that all pension funds in
portfolio category A and portfolio category B are passively managed. The results of the analysis
showned in table 2, represent the average portfolio turnover rate for a given mandatory pension
fund and category.

In category A mandatory pension funds, obtained the following results: PBZ CO Mirovinski
Fondovi 10,92% Raiffeisen Mirovinski Fondovi 8,61%, and Erste Plavi Mirovinski Fondovi
6,45% and AZ Mirovinski Fondovi 6,10%. In category B pension funds, the results are as
follows: Raiffeisen Mirovinski Fondovi 5,14%, AZ Mirovinski Fondovi 4,33%, Erste Plavi
Mirovinski Fondovi 3,63% and PBZ CO Mirovinski Fondovi 2,72%.
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Mandatory Pension fund Category A Category B
AZ Pension Funds (AZ PF) 6,10% 4,33%
RAIFFEISEN Pension Funds (RBA PF) 8,61% 5,14%
ERSTE PLAVI Pension Funds (ERSTE PLAVI PF) 6,45% 3,63%
PBZ CO Pension Funds (PBZ CRO PF) 10,92% 2,72%

Table 2: Average Churn Rate for the Analysed Mandatory Pension Funds per Category
(Source: Author's calculations)

Generally, funds with a low turnover ratio have passive portfolio management, and on the other
hand, funds with a high turnover ratio indicate significant buying and selling of securities,
which have thus implemented and executed an active investment strategy. From the research
results, it can be clearly concluded that Croatian mandatory pension funds have a very low
portfolio turnover rate and hold their investments for a longer period. The results indicate that
Croatian mandatory pension funds prefer a long-term investment horizon and they tend to
follow buy and hold strategy. Analized pension funds choose a passive investment strategy to
ensure safe returns and stability of their portfolio. The goal of such an investment is to generate
returns through a small but steady increase in the value of the portfolio's financial instruments.
It should be noted that these results are related to pension fund investments in the domestic
stock market, i.e., domestic companies. For pension funds, this may be the only viable way to
manage capital/assets, as they cannot afford to lose money that represents someone's future. It
can also be said that one reason for the low portfolio turnover on the domestic market is that
the Croatian market is underdeveloped and offers few investment opportunities. The research
did not analyze portfolio category C; however, it is clear that this category has the lowest
turnover rate because the vast majority of investments are in government bonds, and the law
stipulates that practically any form of risk is unacceptable in this category. A low portfolio
turnover rate has several positive aspects, including lower transaction costs. This is because
fewer buying and selling activities reduce trading fees and administrative costs, thereby
lowering volatility. After all, portfolios with infrequent changes are more stable and more
resistant to short-term market fluctuations, and increased investment security when holding
bonds for a long time reduces the risk of losses associated with market movements. There are
also negative sides to this investment method, namely that funds are less adaptable to market
changes and potentially miss opportunities for higher returns, long-term holding of the same
instruments can lead to excessive concentration in certain sectors, especially in government
bonds, and a passive strategy can result in lower returns compared to more active fund
management, especially in periods of capital market growth. Although a passive investment
strategy ensures the stability and security of pension funds, it limits their growth potential.
Croatian pension funds use this strategy to protect insured capital and reduce volatility risk.
However, these results raise numerous questions and offer significant room for improvement.
When discussing areas for improvement, it is crucial to emphasize the need to diversify pension
fund portfolios. Currently, fund investments, especially in categories B and C, are significantly
concentrated in government bonds, which ensure stability but limit the potential for higher
returns. Diversifying investments by increasing exposure to alternative investments, such as
infrastructure projects, real estate, or private equity, could improve the long-term sustainability
of funds and enable better risk management. Also, a stronger entry into foreign markets would
enable higher returns and reduce dependence on the domestic economy. In addition to
diversification, it is important to find a better balance between passive and active portfolio
management. Although passive strategies offer low transaction costs and long-term stability,
an overly conservative approach can lead to missed opportunities to grow the value of fund
assets.
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Funds, especially those in category A, could adapt more actively to market conditions and take
advantage of opportunities in the capital market, thereby increasing potential returns for their
investors, i.e. members. In addition to the investment strategy itself, it is of utmost importance
to increase transparency and the availability of information to members. Simplifying reporting
and providing better insight into the investment structure would contribute to greater trust in
the pension fund system. Digital platforms that enable members to monitor their investments
and simulate future returns could further improve understanding of pension savings and
motivate citizens to save in the long term. The introduction of incentives for additional pension
savings is also important for the long-term stability of the system. Tax breaks for voluntary
investment in pension funds could encourage citizens to participate more in the system, thereby
reducing pressure on the mandatory pension insurance pillar. Finally, although the existing
pension fund investment model ensures the stability and protection of insured persons' capital,
certain adjustments could significantly improve the system's efficiency. Greater portfolio
diversification, a more balanced combination of active and passive investment management,
increased transparency, and the development of incentive measures to encourage additional
savings are key factors that could improve the system and ensure the long-term sustainability
of the mandatory pension funds in the Republic of Croatia.

S. CONCLUSION

Research and analysis of mandatory pension fund investments in the Republic of Croatia lead
to the conclusion that the funds apply a predominantly conservative, passive approach, with an
emphasis on capital security and stable returns. It is evident that pension funds invest over a
longer time horizon and hold their securities for the long term, i.e. implement the buy and hold
strategy. Companies that manage pension funds prefer a passive investment strategy and rely
on conservative investment methods. Pension funds, especially those in category B,
predominantly invest in government bonds, while category A funds rely more on equity
investments, though within a relatively low-risk framework. The passive investment method
aims to deliver lower but stable returns and diversify risk. When investing in shares, pension
funds always choose companies that are extremely stable and have a low possibility of losing
their value. This approach provides predictable results and protects mandatory pension funds
memebers from market fluctuations, but at the same time limits the potential for achieving
higher returns and the long-term sustainability of the pension system. It is also important to
emphasize that even when the mandatory pension funds receive a little more investment
flexibility from the state, i.e. policymakers, they do not take full advantage of it and continue
to rely on a passive strategy and base their investments on a longer-term horizon. It should be
emphasized that all pension funds in the Republic of Croatia are operating positively and
achieving high returns. Market liberalization is essential for pension funds to achieve the
highest possible growth and reduce pressure on the entire pension system. One of the key
conclusions of the paper is the importance of investment diversification to improve fund
efficiency. Although investing in government bonds provides security, greater exposure to other
asset classes could increase returns and reduce dependence on the domestic economy. A passive
investment strategy reduces flexibility and the ability to adapt to market conditions, while a
more actively managed portfolio could better exploit market opportunities. Pension funds in
Croatia play a key role in ensuring the financial stability of citizens in old age. However, certain
adjustments to investment strategies could further improve the system's long-term
sustainability. Greater portfolio diversification, more balanced risk management, improved
transparency, and the encouragement of additional savings could ensure greater resilience of
the system and enable insured persons to be in better financial condition in the future. These
conclusions indicate the need for continuous development and adjustment of pension funds to
ensure the stability and adequacy of pensions in a dynamic financial environment.
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ABSTRACT

Sustainable Development Goal 12 aims to ensure sustainable production and consumption
patterns with relevant specific targets for 2030. Among various dimensions of sustainability,
this paper focuses on environmental sustainability elaborating the market exchange of
environmentally friendly products in Croatia. Namely, such products can be often classified as
credence goods due to very limited capacity of buyers to observe and inspect the claimed
environmental friendly product properties. Therefore, the environmental labels are often
applied as a tool for reducing described information asymmetry. This research focuses on
providing additional insights about consumer profile in relation to products with environmental
labels. Croatia is a small open economy that has been integrating into the EU market that also
involves adoption of strongly promoted sustainable consumption and production patterns.
Thus, the author tends to provide additional insights for entrepreneurs considering adoption of
environmentally friendly measures and environmental labels, as well as for decision makers
shaping sustainable consumption and production patterns. The answers about buyers’
characteristics of products with ecolabels in Croatia are obtained by applying logistic analysis
on Flash Eurobarometer 535 dataset. The impacts of age, gender, occupation, and territorial
context are investigated. The second chapter reflects on economic analysis of environmental
labels and provides an overview of the existing empirical research on environmental labels
focusing on the EU and Croatia while the third and the fourth chapter present empirical
analysis and results supporting the conclusion in the final chapter.

Keywords: Consumers, Croatia, Environmental Label, EU Ecolabel, Flash Eurobarometer 535

1. INTRODUCTION

Sustainable Development Goal 12 aims to ensure sustainable production and consumption
patterns with relevant specific targets for 2030. Among various dimensions of sustainability,
this paper focuses on environmental sustainability elaborating the market exchange of
environmentally friendly products in Croatia. Namely, such products can be often classified as
credence goods due to the very limited capacity of buyers to observe and inspect the claimed
environmentally friendly product properties. Therefore, the environmental labels are often
applied as a tool for reducing described information asymmetry. The aim of this research is to
shed light on the attributes of consumers who are likely to buy products with environmental
labels in Croatia.

The answers about buyers’ characteristics of products with ecolabels in Croatia are obtained by
applying logistic analysis on Flash Eurobarometer 535 dataset. The impacts of age, gender,
occupation, and territorial context are investigated. The second chapter reflects on economic
analysis of environmental labels and provides an overview of the existing empirical research
on environmental labels focusing on the EU and Croatia while the third and the fourth chapter
present empirical analysis and results supporting the conclusion in the final chapter.
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2. LITERATURE REVIEW

While a branch of literature dedices to the EU SMEs and factors associated with their green
environmental practices, supply and circular economy (for instance Bassi and Dias, 2019; de
Andrade et al., 2025; Vasilescu et al.,2023; Ivanovi¢-Dukic¢ et al., 2025; Marti, 2025) Seifert et
al. (2025) investigate if the certification affects farmland prices but by assessing the role of
consumers in the market for green products. Finally, Kouider Aissa and Tampieri (2025)
consider demand and supply side simulntaneously and design a model market with firms
adapting ECSR to study transition towards sustainable economy. The authros conclude that
private rather than social incentives drive the green transition shifting the firms toward
environmentally conscious production.

2.1. Economic analysis of environmental labels

A design of environmental label or ecolabel can be considered simply as a type of quality label
often applied in the manufacturing or service sector. However, in the times of intense global
strategic efforts to combat climate change, biodiversity loss and pollution, the role of
environmental labels takes a prominent role. Already, Kijek (2015) recognized the role of eco
labels for innovation diffusion. Application of an environmental management tool that should
result with a sustainable product or service attributes presents the essence of environmental
labelling. Thus, environmental labelling can be perceived as a tool that supports organizations
in their transition to environmental sustainability. It has a role in environmental management
that does not exclusively or directly come to profit maximization. Kabaja (2023) explores the
role of EU Ecolabel as a mark of environmental excellence while He et al. (2021) point to the
problem that environmental labeling may be connected with good performance in terms of
revenues, but not to the final profit performance. Camilleri (2022) performed a systematic
literature review on implementation of ISO 14001 as an environmental management tool
applied in the organisations. Implementation of the system turns out to be associated with
resource use and waste management efficiency, also improving relationships with stakeholders,
but at the cost of demanding paper work and certification expenses. Also, Cordella et al. (2020)
also investigates to what extent EU Ecolable contributes to improvement of products material
efficiency. The core of rigorous economic rationale for environmental labeling is outlined in
Pavlinovi¢ Mrsi¢ (2024). Apart from the stakeholder and resources cost management addressed
by Camilleri (2022), one of the main roles of environmental labellings is to transmit the missing
information in the market. The readers are recalled to classifications of goods with respect to
observability of attributes. Attributes of search goods are verifiable at the moment of exchange,
experience goods attributes are verifiable after consumption while attributes of credence goods
are not verifiable at all. In the case of markets for environmentally friendly products, goods can
have environmental attributes that are relevant for consumer decision and price formation but
that are not verifiable even after consumption. Environmental labels would serve to transmit
the missing information between producers and consumers. Economic analysis of
environmental labels is thus founded in the theory of information asymmetry (detail overviewed
in Mas-Collel, 1995). While Milgrom and Roberts (1987) present information asymmetry
games, Akerlof (1970) postulates the adverse selection problem. Information asymmetry refers
to the limited buyer’s knowledge about a product, but that knowledge is available to the seller.
If the buyer expectations about product attributes are low, willingness to pay is reduced below
sellers costs leading to losses and consequently market dissolves. Since environmentally
friendly products are often characterised by credence attributes, economic theory dealing with
information asymmetry becomes relevant in that context. Pavlinovi¢ Mrsi¢ (2024) lists
mechanisms that can diminish information asymmetry and certification schemes and labelling
is one of them.
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For instance, Ikhsan et al. (2024) study the relationship between information asymmetry of
green products and online reviews as a mechanism to decrease this asymmetry. Torres-Pefia et
al. (2025) conduct empirical study on extra virgin olive oil and find that in the context of
multiple certificates, ecolabels mostly improve consumer beliefs about commitment to quality
and producer honesty. Sengupta (2024) even connects ecolabels to reduced industry
investments in cleaner technologies.

2.2. Studies of environmental labels in the EU and Croatia

Prieto-Sandoval et al. (2020) conduct study on application of EU Ecolabel in Spain and find
positive relation between number of licences issued and regional GDP per capita. Dragomir et
al. (2021) investigate the attitudes of stakeholders in the tourism industry about EU Ecolabel
and suggest that there is no sufficient knowledge about possible contribution of ecolabeling to
a destination. Landeki¢ et al. (2021) examine the role of ecolabeling for forest management in
the Croatian context while Sipi¢ (2017) econometrically test the role of eco-label Blue flag on
price of marine recreation services in Croatia. However, Kovac et al. (2025) study attitudes of
consumers toward eco-labels in Croatia and find eco-label visibility, institutional support, as
well as consumer knowledge as significant factors affecting consumer intentions to buy eco-
labed products. It can be concluded that the existing literature about attitudes of consumers on
eco-labeling, and in particular about EU Ecolabel is scarce. Therefore, this research addresses
this gap by focusing analysis on the Croatian subsample of Flash Eurobarometer 535 presented
in the following chapter.

3. MATERIALS AND METHODS

The empirical part of this study relies on the Flash Eurobarometer 535 (The EU Ecolabel)
collected in the period September 5 — 13, 2023 by Ipsos European Public Affairs (European
Commission, 2023). The total study surveyed 26.630 individuals by non-probality quota
sampling procedure. This research reports results on a subsample of responses referring to
Croatia involving in total 1.108 responses. The mentioned dataset has been elaborated in a
similar context by Recio-Roman et al. (2024:12). The same dataset was also addressed by
Pavlinovi¢ Mr3i¢ (2024) but focusing on the problem of information asymmetry in the markets
for environmentally friendly products. The impacts of age, gender, occupation, and territorial
context are investigated. Based on the survey, the following variables are constructed:

Dependent variable is categorical and it is based on question Q3 2 How often do you buy
products with the EU Ecolabel?

EU Ecolable buying behavior is measured by variable EU_Ecolabel that takes value 1 if Q3 2
answer is “Sometimes” or “Often”, and 0 otherwise (answers ‘“Rarely”, “Never” or “Don’t
Know”). This approach slightly diverges from Recio-Roman et al. (2024) who studied the
accompanying question on purchase of ecolabel products and who decided to treat “don’t
know” as missing data. In case of a question about the EU Ecolabel, this would refer to 34% of
respondents. Thus, treating those observations as missing data would significantly distort the
estimation results.

Explanatory variables:

- Age: in line with Recio-Roman et al. (2024:13) respondents were divided in four age groups
15-24 (12,08%), 25-39 (23,08%), 40-54 (27,21%), and 55 years or older (37,62%)

- Gender groups: male (48,23%) and female (51,77%)
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- Employment: 38,21% of respondents are employed (“Self-employed”, “Employee” or

“Manual worker”)

- Children: 288 (28,29%) respondents report at least one child up to 15 years old living in their

household

- Residential setting: 212 (20,83%) respondents live in a rural area or village, 434 (42,63%) in
a small or medium-sized town, and 372 (36,54%) in a large town or city

Code Categories Summary
N 1,018
Dependent variable (y)

Buying products with EU Ecolabel EU_Ecolabel 1 375 (36.8%)
Explanatory variables (X)

Age dirl 15 - 24 years 123 (12.1%)

25 - 39 years 235 (23.1%)

40 - 54 years 277 (27.2%)

55 and older 383 (37.6%)

Gender dl male 491 (48.2%)

Employment emp employed 629 (61.8%)

Number or children child 1 or more 288 (28.3%)

Type of community d13 rural-village 212 (20.8%)

s/m town 434 (42.6%)

L town/city 372 (36.5%)

Table 1: Summary statistics
(Source: Elaborated by authors)

In line with presentation in Long and Freese (2006:227), logit model probability of buying

products with EU ecolabel is estimated in STATA:

pr(y = 11X)
1-Pr(y=1|X)

. Xk .
=Xp ie. Pr(yj = 1|X) =T %F equation (1)

Logit econometric estimates are often applied in studies about organic products. For example,
Pellegrini et al. (2025:937) employ logit analysis and find that consumers are willing to pay

more for sustainable and healthy characteristics.

4. RESULTS

Table 2 presents the results of the logit analysis. Model 1 is initially estimated followed by
Model 2 that does not include gender and type of community that were not statistically

significant in Model 1.
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Dependent variable: EU_Ecolabel OR OR

VARIABLES Model 1 ~ Model 2

age = 2; 25 - 39 years (base: 15-24) -0.0397 0.973
(0.242) (0.235)

age = 3; 40 - 54 years -0.0919 0.934
(0.238) (0.221)

age = 4; 55 years and older 0.502%** 1.697**
(0.237) (0.397)

GENDER = 1, Male -0.120

(base: Female) (0.133)

emp = 1 (base:0) 0.612%**  1.846%**
(0.170) (0.312)

child = 1 (base:0) 0.651%** 1.9]16***
(0.155) (0.297)

Type of community = 2, Small or medium-sized town 0.151

(base:rural — village) (0.181)

Type of community = 3, Large town/city 0.0360
(0.185)

EU_Ecolabel — Dependent variable

Constant -1.296%**  (0.274%**
(0.260) (0.0632)

Observations 1,018 1,018

LR chi2(5) 35,31 33,61

Pseudo R2 0.0264 0.0251

Standard errors in parentheses
*H% p<0.01, ** p<0.05, * p<0.1

Table 2: Logit Odd Ratios - Buying products with EU_Ecolabel
(Source: Elaborated by authors)

Model 2 Model 1 Difference
Log-likelihood of the model -653.121 -652.274 -0.847
Chi-square LR(df=5/8/-3) 33.613 35.307 -1.694
R2 McFadden 0,025 0,026 -0,001
R2 McFadden (adjusted) 0,016 0,013 0,003
AIC 1318.243 1322.548 -4.306
BIC(df=6/9/-3) 1347.796 1366.879 -19.083

Table 3: Measures of fitness - Model 1 and Model 2
(Source: Elaborated by authors)

Table 3 compares measures of fit of initial Model 1 and reduced Model2. While McFadden R2
is higher for the initial model than for the new model, McFadden (adjusted) R2 is lower in the
initial model. Also, AIC and BIC are lower in the new model providing a support for the
selection of reduced Model 2 that is interpreted as follows.
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Results of logit analysis of socio-demographic characteristics of consumers suggest that there
are some individual traits that are associated with higher purchasing likelihood of EU Ecolabed
products. Namely, according to Model 2 belonging to age group 55 years or older is associated
with an increase of odds ratio of buying EU Ecolabed product by 70% at 5% statistical
significance (OR=1,679 and p<0,05) compared to the baseline group of respondents 25 years
old or below. Employment status increases the odds ratio of buying products with EU Ecolabel
(against not buying) by 85% at 1% statistical significance (OR=1.846 and p<0,001). Also, a
positive number of children 15 years old or below is associated with an increased odds ratio of
buying products with EU Ecolabel by 92% (OR=1.916 and p<0,01). Finding that the oldest
age group is associated with higher odds ratio of buying EU Ecolabed product is consistent with
finding of Recio-Roman et al. (2024:17) that the youngest group is less likely to shop products
with ecolabels. Unlike Recio-Roman et al. (2024:17), this paper excluded education, but
additional variables Employment and Number of children were employed in this study, which
turned out to be statistically significant. Gender and Residential Setting that were statistically
significant in Recio-Roman et al. (2024:17) were excluded in the selected Model 2 of this study.
The results in this paper are also consistent with Smith Taillie et al. (2024:10) who find that
adults above 25 decrease purchase if exposed to labels about unsustainable products.

S. CONCLUSION

Sustainable Development Goal 12 addresses responsible consumption and production. This
paper dedicates to credence attributes and information asymmetry inherent in market exchange
of environmentally friendly products. EU Ecolabel is a mechanism that is designed to support
implementation of sustainable management systems in the organisations and to surmount
information asymmetry by asserting environmental attributes of labeled products. It is
recognized as a tool that can support green transition of the EU enterprises. However, since the
economic literature about experience of EU Ecolabel application in Croatia is scarce, this
research intended to provide additional insights about consumers’ profile of consumers who are
likely to purchase products with EU Ecolabels in Croatia. Results of econometric analysis
indicate that buyers of products with EU Ecolabels in Croatia can be found more likely in age
group 55 or above, among employed persons, and those with children 15 or less years old. On
the other hand, gender and type of community does not represent determining factor for
purchase of products with EU Ecolabel. These findings provide inform sustainability managers
for decision-making about implementation, management and marketing of environmental
labels in Croatia. However, modification and inclusion of additional variables and alternative
econometric specifications can be considered for additional robustness check.

LITERATURE
1. Akerloff, G. A. (1970). ‘The market for “Lemons”: Qualitative uncertainty and the market
mech-anism’, Quarterly Journal of Economics, 84, pp- 488-500.

https://doi.org/10.2307/1879431

2. Bassi, F., & Dias, J. G. (2019). The use of circular economy practices in SMEs across the EU.
Resources, Conservation and Recycling, 146, 523-533.
https://doi.org/10.1016/j.resconrec.2019.03.019

3. Camilleri, M. A. (2022). The rationale for ISO 14001 certification: A systematic review and a
cost-benefit analysis. Corporate Social Responsibility and Environmental Management, 29(4),
1067-1083. https://doi.org/10.1002/csr.2254

4. Cordella, M., Alfieri, F., Sanfelix, J., Donatello, S., Kaps, R., & Wolf, O. (2020). Improving
material efficiency in the life cycle of products: a review of EU Ecolabel criteria. The
International Journal of Life Cycle Assessment, 25(5), 921-935.
https://doi.org/10.1007/s11367-019-01608-8

200



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

de Andrade, R. D., Benfica, V. C., de Oliveira, H. V. E., & Suchek, N. (2025). Investigating
green jobs and sustainability in SMEs: Beyond business operations. Journal of Cleaner
Production, 486, 144477. https://doi.org/10.1016/j.jclepro.2024.144477

Dragomir, L., Mazilu, M., Dobrescu, A., & Malmare, R. (2021, June). Certification and
promotion of sustainable tourism: consumers attitude towards EU Ecolabel. In Forum Geografic
(Vol. 20, No. 1). https://doi.org/10.5775/fg.2021.143.i

European Commission, Brussels (2023). Flash Eurobarometer 535 (The EU Ecolabel)
(ZA8766; Version 1.0.0) [Data set]. GESIS, Cologne. https://doi.org/10.4232/1.14212

Ikhsan, R. B., Fernando, Y., Gui, A., & Fernando, E. (2024). The power of online reviews:

Exploring information asymmetry and its impact on green product purchasing behavior.
International Journal of Consumer Studies, 48(3), €13050. https://doi.org/10.1111/ijcs.13050
He, D., Ren, S., & Zeng, H. (2022). Environmental labeling certification and firm
environmental and financial performance: A resource management perspective. Business
Strategy and the Environment, 31(3), 751-767. https://doi.org/10.1002/bse.2915
Ivanovi¢-buki¢, M., Jankovi¢ Mili¢, V., Radenovi¢, T., & Radosavljevi¢, M. (2025). What
Drives the Turnover of SMEs in Europe Offering Green Products/Services?. SAGE Open,
15(2), 21582440251334273. https://doi.org/10.1177/21582440251334273

Kabaja, B. (2023). The EU Ecolabel as a mark of environmental excellence—a literature review.
Modern Management Review, 28(1), 71-81. https://doi.org/10.7862/rz.2023.mmr.04

Kijek, T. (2015). Modelling of eco-innovation diffusion: The EU eco-label. Comparative
Economic Research. Central and Eastern Europe, 18(1), 65-79. https://doi.org/10.1515/cer-
2015-0004

Kouider Aissa, A., & Tampieri, A. (2025). Green Consumers and the Transition to Sustainable
Production. Environmental and Resource Economics, 1-35. https://doi.org/10.1007/s10640-
025-01028-3

Kovac, 1., Dunkovi¢, D., & Kovac, B. (2025). Greenwashing and consumer skepticism toward

eco-labels in Croatia: challenges and policy directions. British food journal.
https://doi.org/10.1108/BFJ-02-2025-0122

Landeki¢, M., Gajsek, A., Seletkovié, G., & Spor¢ié, M. (2021). The role of ecological
certification in the context of sustainable forest management in the Republic of Croatia.
Sumarski list, 145(7-8), 379-389. https://doi.org/10.31298/s1.145.7-8.8

Long, J. S., & Freese, J. (2006). Regression models for categorical dependent variables using
Stata. 2" Ed. Texas: Stata press.

Marti, L. (2025). Heterogeneity in Green Markets: Barriers and Drivers Shaping Eco-
Innovation Outcomes. Sustainable Development. https://doi.org/10.1002/sd.70507
Mas-Collel, A., Whinston, M. D., & Green, J. R. (1995). Microeconomic Theory, Oxford:
Oxford Uni-versity Press

Milgrom, P., & Roberts, J. (1987). Informational asymmetries, strategic behavior, and indus-
trial organization. The American Economic Review, 77(2), 184-193.

Pavlinovi¢ MrSi¢, S. (2024). Does the EU Ecolabel Reduce the Information Asymmetry in
Croatia? In Conference Proceedings / Eighth International Scientific Conference ITEMA 2024
Recent Advances in Information Technology, Tourism, Economics, Management and
Agriculture, Zayed University, Dubai, UAE October 24, 2024 ; [editors Andreea Grecu,
Snezana Steti¢, Viktoria Kundi]. — Belgrade: Association of Economists and Managers of the
Balkans - UdEkoM Balkan, 2025, pp. 295-302.

https://doi.org/10.31410/ITEMA.2024.295

Pellegrini, A., Scarpa, R., & Lombardi, G. V. (2025). Consumers’ heterogeneity estimates for
sustainable food attributes: Evidence from three European countries. European Review of
Agricultural Economics, 52(4), 912-945. https://doi.org/10.1093/erae/jbaf027

201



22.

23.

24.

25.

26.

27.

28.

29.

Prieto-Sandoval, V., Mejia-Villa, A., Ormazabal, M., & Jaca, C. (2020). Challenges for
ecolabeling growth: lessons from the EU Ecolabel in Spain. The International Journal of Life
Cycle Assessment, 25(5), 856-867. https://doi.org/10.1007/s11367-019-01611-z
Recio-Roman, A., Recio-Menéndez, M., & Roman-Gonzalez, M. V. (2024). Examining the
Attitude—Behavior Gap in EU Ecolabel Adoption: A Mediation Path Analysis. Sustainability,
16(16), 7214. https://doi.org/10.3390/sul6167214

Seifert, S., Hiittel, S., & Werwatz, A. (2025). Organic cultivation and farmland prices: Does
certification matter?. European Review of Agricultural Economics, 52(4), 848-911.
https://doi.org/10.1093/erae/jbaf026

Sengupta, A. (2024). Communicating clean technology: Green premium, competition, and eco-
labels. Journal of Economics & Management Strategy. https://doi.org/10.1111/jems.12587
Sipi¢, T. (2017). Eco-labelling of marine recreation services: the case of Blue Flag price
premium in Croatia. Journal of Ecotourism, 16(1), 1-23.
https://doi.org/10.1080/14724049.2016.1194848

Taillie, L. S., Wolfson, J. A., Prestemon, C. E., Bercholz, M., Ewoldt, L., Ruggles, P. R., &
Hall, M. G. (2024). The impact of an eco-score label on US consumers’ perceptions of
environmental sustainability and intentions to purchase food: A randomized experiment. PloS
one, 19(6), €0306123. https://doi.org/10.1371/journal.pone.0306123

Torres-Pefia, F. J., Parras-Rosa, M., Marano-Marcolini, C., & Torres-Ruiz, F. J. (2025).
Ecolabels as Heuristic Cues: Exploring the Role of Ecolabels in Food Attribute Inferences.
Business Strategy and the Environment. https://doi.org/10.1002/bse.70175

Vasilescu, M. D., Dimian, G. C., & Gradinaru, G. 1. (2023). Green entrepreneurship in
challenging times: a quantitative approach for European countries. Economic research-
Ekonomska istrazivanja, 36(1), 1828-1847.

https://doi.org/10.1080/1331677X.2022.2093767

202



EVALUATION OF SUBSIDIES FOR HARD-TO-EMPLOY WORKERS
IN SLOVENIA WITH PROPENSITY SCORE MATCHING

Alenka Kavkler
Faculty of Economics and Business, University of Maribor, Razlagova 14, Maribor, Slovenia
and
EIPF — Economic Institute, Einspielerjeva 6, Ljubljana, Slovenia
Email: alenka.kavkler@um.si

ABSTRACT

In this paper, we evaluate one of the most important active labor market policy programs in
Slovenia during the great recession, namely the subsidies for hard-to-employ workers. The
quasi-experimental method of propensity score matching is applied. Performance of active
labor market policy programs is measured with the average treatment effect on the treated. At
the end of 2009, shortly after the subsidies had formally concluded, a moderate positive effect
of this AMLP program was observed. When our study ended (at the end of the year 2010), the
effect was almost zero and not statistically significant.

Keywords: subsidies, active labor market policy, propensity score matching.

1. INTRODUCTION AND LITERATURE REVIEW

The aim of this study is to evaluate an important active labor market policy (ALMP) program
in Slovenia, namely Subsidies for hard-to-employ unemployed individuals. The main question
that should be answered by analyzing the efficiency of active labor market policy is whether
ALMP measures reduce unemployment. Unemployment is the result of imbalances in the labor
market, namely the differences between the supply of labor, which is determined by
demographic and social trends, and demand for labor that stems from economic activity. The
unemployment rate is, at least in the short term, determined by fluctuations in economic
activity, since the labor supply is rather stable. ALMP measures that would effectively reduce
unemployment should affect labor supply and/or demand. Wage subsidies, which can be placed
within the theoretical framework of Keynesian economic policy, take two forms: wage
subsidies to workers or subsidies to firms. The subsidy is granted to workers after they have
successfully obtained a job; its aim is to increase the supply of labor on the labor market. Wage
subsidies to firms, on the other hand, aim to increase labor demand; the policy is appropriate if
there are many unemployed people on the labor market and if the aim is to overcome a short-
term crisis. The concept of wage subsidies to firms is simple; wage subsidies reduce labor costs
without affecting the wages paid to workers, allowing firms to maintain employment and
output. The direct employment effect at the firm level is determined by the wage elasticity of
labor demand (or the elasticity of substitution in the case of multiple factor inputs) and the
proportion by which wages are subsidized, and the benefits can spill over to the rest of the
economy. Higher employment rates increase total household income, while subsidies lower
average unit costs of production and hence consumer prices (assuming competitive markets).
Wage subsidies can therefore stimulate demand, leading to a second-round increase in labor
demand as firms increase output. Jaenichen and Stephan (2011) explain that long-term
unemployment is a huge problem in Germany. The authors evaluate subsidies for hard-to-place
workers and conclude that subsidies have a positive impact on employment prospects. Sianesi
(2008) studies six main Swedish ALMP programs, including subsidies. All six programs
decrease probability of employment in the short term (locking-in effect). Only subsidies yield
a positive result in the long term.
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Kluve (2006) carried out an extensive project for the European Comission, estimating the
effectiveness of many European ALMP programs in a meta-analytical framework. In author’s
opinion, it is the program type that matters most for the success of the ALMP program. Wage
subsidies, services and sanctions are effective in increasing the probability of employment.
Caliendo and Kiinn (2010) examine long-term effects of start-up subsidies in Germany. Five
years after start-up, more than 80% of participants are employed and more satisfied than in the
previous job. Caliendo and Tiibbicke (2020) apply propensity score matching to estimate long-
term effects (up to 40 months) of start-up subsidies after the program was reformed. As the
main finding, the authors point out the large and persistent positive effect of subsidies. In a
recent study by Yeyati et al. (2025), the authors summarize the findings of 102 randomized
controlled trials for evaluation of ALMP programs.

Their meta-analysis yields several important results. Approximately one third of the estimates
are positive and statistically significant at the conventional level. High GDP growth and low
unemployment are more likely to correspond to positive ALMP evaluation results. Significant
positive impact is found for programs that build human capital, including wage subsidies. The
rest of this paper is structured as follows. Chapter 2 describes the data and variables used in the
study. Chapter 3 explains the methodological approach of propensity score matching. In chapter
4, the results of evaluating the subsidies programs are explained in detail. The implications of
the empirical analysis are examined in chapter 5, Conclusion. The data and methodological
approach sections are summarized from Kavkler (2019) and from Kavkler and Vol¢jak (2020).

2. DATA AND VARIABLES

The data for the empirical investigation was obtained from the Employment Service of Slovenia
(ESS). The first database (called UNMPdata as abbreviation for unemployment spells database)
consists of all unemployment spells that ended between 1st January 2007 and 31st December
2010, as well as all of the ongoing spells on 3 1st December 2010. For each of the unemployment
spells, the start and end date and the variables gender, age, level of education, occupation and
statistical region were made available for research purposes. Because ESS is not allowed to
disclose personal data about the unemployed, only a personal ID number was added to enable
identification of repeated spells. 411,338 unemployment spells with positive durations are
included in this database. The second database stores data about ALMP program participants
in Slovenia in the period from 2007 to 2010. This database is called ALMPdata. In addition to
the variables from the UNMPdata database, ALMPdata also contains information about the
type of ALMP program attended by the individual, source of financing and success of the
individual at completing the program. From the initial 189,924 spells, the ALMP program
ended in 166,166 cases. Since the ALMP program classification changed in 2007, the study
only considers the 158,546 cases according to this classification. ALMP programs were
successfully completed in 122,492 cases.

When estimating the models, the study used the following variables: employment status, age,
gender, level of education, region, occupation and whether this is the first job. It is important
to mention other variables that are often statistically significant in similar studies of other
authors, for example health status, income, marital status and number of -children.
Unfortunately, we were not able to obtain the data on these variables for Slovenia. Within the
Subsidies for hard-to-employ groups of unemployed individuals ALMP program, 10 sub-
programs or sub-measures were implemented between 2007 and 2010, as described in Table 1.
The number of participants in each sub-program per year is shown in Table 2.
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Since at the end of 2010, when our observed period ends, the last two sub-measures were still
being implemented, and the number of participants in some sub-programs is small, we analyzed
the following sub-programs: Promotion of new employment for long-term unemployed
individuals - recipients of the Financial Social Assistance in 2007 (321 participants), Promotion
of employment for older unemployed individuals in 2008 (527 participants), and Employ.me
in 2009 (3075 participants).

ID of Sub- | Sub-program description
program

126 Promotion of new employment for long-term unemployed individuals -
recipients of Financial Social Assistance in 2007

127 Promotion of new employment for older individuals in 2007

152 Promotion of employment for older unemployed individuals in 2008

153 Promotion of employment for young unemployed individuals

156 Promotion of employment for long-term unemployed individuals -
recipients of Financial Social Assistance for 2008

157 Assistance in employment for long-term unemployed women 2

160 Employ.me

166 Promotion of employment for long-term unemployed individuals -
recipients of Financial Social Assistance for 2009

187 Promotion of employment for long-term unemployed individuals -
recipients of Financial Social Assistance for 2010

189 Employ.me 2

Table 1: Identifiers (IDs) and descriptions of sub-programs for the Subsidies for hard-to-
employ groups of unemployed individuals ALMAP program in the period 2007-2010
(Source: Employment Service of Slovenia (2010))

Sub-
programi 5,07 | 2008 | 2009 | 2010
D/
Year
126 321 45 2 0
127 177 0 0 0
152 0 527 7 0
153 0 213 20 0
156 0 144 3 0
157 0 164 0 0
160 0 0 3075 | 885
166 0 0 19 0
187 0 0 0 148
189 0 0 0 2976

Table 2: Number of participants in each sub-program by year
(Source: own calculations)

3. METHODOLOGICAL APPROACH

A statistical method of propensity score matching is used to measure effectiveness of a
treatment in a population. A subset of non-treated individuals is called the control group,
whereas the set of treated individuals is called the experimental group (or treatment group).
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For applications of matching to the labor market, population is made up of all the unemployed
in a given period of time, while the treatment group consists of all individuals participating in
a specific ALMP program. Performance of ALMP programs is typically measured with the
average treatment effect on the treated (ATT). ATT, simply put, represents the difference
between the expected probability of employment for the experimental group and the probability
in the case that given individuals from experimental group would not have participated in
ALMP.

The second probability can only be approximately estimated. The first step involves logit or
probit models with relevant explanatory variables to calculate the propensity for participation
in the observed ALMP measure. In the second step, for each individual in the experimental
group, one finds one or more persons in the control group with the same or at least a similar
enough propensity for participation. With this subgroup of the control group, the study
estimated the probability needed for ATT. A detailed description of the propensity score
matching approach can be found in Sekhon (2011).

4. RESULTS

Results of the evaluation of the sub-program Promotion of new employment for long-term
unemployed individuals - recipients of the Financial Social Assistance in 2007 are presented
below. Detailed description of the sub-program, as given in Catalogue of Programs of Active
Employment Policy in Slovenia (2010), can be found in Table 3.

GOAL AND OBJECTIVE:
The goal is to employ long-term unemployed individuals - recipients of Financial Social
Assistance, in accordance with Article 36a of the Social Welfare Act. The purpose of
inclusion is to provide assistance for the employment of individuals from the target group for
an indefinite period or for a minimum of one year.
IMPLEMENTATION PROCEDURE:
It is implemented through subsidizing employment with selected employers through a public
tender. Individuals from the target group must have a developed employment plan with
guidance.
TARGET GROUP:
Long-term unemployed individuals - recipients of financial social assistance who have
received financial social assistance for at least 12 months in the last 16 months.
DURATION OF PARTICIPATION:
Employment must be realized for a period:
» of at least one year (in the case of fixed-term employment)
or
« for an indefinite period, which is monitored for two years.

Table 3: description of the sub-program (based on the Catalogue of Programs of Active
Employment Policy, Employment Service of Slovenia)
(Source: Employment Service of Slovenia (2010))
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Figure 1: histogram for the duration of subsidies (in years)
(Source: own calculations)

Out of 188 individuals from the experimental group, 90 (47.9%) returned to the unemployment
spells database (UNMPdata) before the end of the study, i.e., before the end of 2010. The above
figure, which shows a histogram of the duration of employment for 90 individuals for whom
this employment has already ended, also indicates a deviation from the actual duration of
employment compared to the formal or minimum duration, which was expected to be
approximately 2 years. 23.4% of individuals from the experimental group re-enrolled in the
unemployment spells database less than 1 month after the formal conclusion of the subsidy,
while 35.1% re-enrolled within less than six months after its conclusion.

Subsidies for the 188 individuals from the experimental group started in 2007 and ended in
2009. At the end of 2008, when the subsidies were formally ongoing, the Average Treatment
Effect on the Treated (ATT) was expectedly positive and amounted to 0.2955 (Table 4). At the
end of 2008, 95.74% of individuals from the experimental group were not recorded in the
unemployment spells database (UNMPdata), while among those who were matched in the
matching process, this percentage was 29.55 percentage points lower, at 66.19%.

At the end of 2009, when the subsidies had formally concluded, a moderate positive effect was
observed, as the ATT amounted to 0.0902 and was statistically significantly different from 0.
In the experimental group, 78.72% of individuals were not recorded in the unemployment spells
database at the observed moment, while among those from the control group who were matched
in the matching process, this percentage was 9.02 percentage points lower.

Unfortunately, at the end of 2010, a zero effect is observed (ATT is 0.0057 and not statistically
significant). At that time, approximately 70% of individuals from both the experimental group
and the matched group were not recorded in the unemployment spells database, indicating that
they were not considered registered as unemployed.
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At the | At the | At the
end of | end of | end of
2008 | 2009 2010
ATT 0.2955 | 0.0902 | 0.0057
Al SE 0.0252 | 0.0322 | 0.0373
t-stat 11.706 | 2.8023 | 0.1536
p-value | 0.0000 | 0.0051 | 0.8779
Table 4: ATT calculations
(Source: own calculations)

Note: Al SE represents the standard error using the method
developed by Abadie and Imbens (2006)

5. CONCLUSION

Subsidies can be viewed as an attempt to reduce structural unemployment, increase
employability, and flexibility on the supply side of the labor market. Within the Subsidies for
hard-to-employ groups of unemployed individuals ALMP program in Slovenia, 10 sub-
programs were implemented between 2007 and 2010. We analyzed the Promotion of new
employment for long-term unemployed individuals - recipients of the Financial Social
Assistance in 2007 ALMP sub-program with the propensity score matching approach. At the
end of 2009, shortly after the subsidies had formally concluded, a moderate positive effect of
this AMLP program was observed. When our study ended (at the end of the year 2010), the
effect was almost zero and not statistically significant. Subsidies in the private sector targeting
all unemployed individuals show, on average, a positive effect based on the meta-analysis
results for EU countries (Card, Kluve, & Weber, 2010). Our calculations yield partially positive
results, considering that the target group consists of hard-to-employ individuals, the most
problematic subgroup of the unemployed population.
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ABSTRACT

The war in Ukraine is taking place not only on the frontlines, but also in the information space.
Communication between the states, media and members of general public plays a crucial role
in the information war. The communication strategies, propaganda and public relations have
become part of modern conflict management and have a significant impact on shaping the
public opinion at home and abroad. The level of media and information literacy of the audience,
which determines the ability to distinguish between facts, interpretation and manipulation, is a
key aspect of these processes. However, the line between public relations and propaganda is
often very fine. This study focuses on the comparison of communication strategies of the
governments of Ukraine and Russia during the war. The aim of our research was to identify the
nature of the different approaches in the areas of international diplomacy, communication of
heads of state, transparency and freedom of speech, and mobilization of the population. The
results showed that Ukraine makes extensive use of modern PR strategies based on digital
diplomacy, social networks and authentic communication, although especially the mobilization
of population is also accompanied by elements of propaganda. Its balanced approach makes
its communication effective both at home and abroad. Russia, on the other hand, relies mainly
on classical propaganda characterized by disinformation, symbols, slogans and censorship;
ethical PR activities are represented minimally.

Keywords: Information Literacy. Propaganda. Public relations. Russia. Ukraine. War
Communication.

1.INTRODUCTION

Communication strategies play a key role in shaping the public opinion in modern society. They
are an inseparable part of functioning governments, corporations, media and various social
institutions. Public relations (PR) and propaganda are two of the most prominent forms of these
strategies. Although these two terms are used in different contexts, their mutual differences can
sometimes appear to overlap especially in situations where it is necessary to quickly and
effectively win public support, as is the case in military conflicts. Hejlova (2015, p. 20) notes
that “The terms propaganda and PR are often confused — PR is sometimes even mistakenly
considered an abbreviation for propaganda. The general meaning of propaganda is
dissemination, it refers to a one-way flow of information in communication with a strong
attempt to influence and persuade an individual or society. On the other hand, the term public
relations, borrowed from English and already naturalized in Czech, emphasizes the element of
relationships. Based on the above, our intention is to point out the differences between these
two concepts. We will focus on public relations and propaganda during the war in Ukraine, but
we also want to emphasize the need to increase information literacy.
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According to the Progress Report on Information Literacy, “Information-literate people are
prepared for effective decision-making, freedom of choice, and full participation in a
democratic society” (ACRL, 1998 in Dzuganova, 2011, p. 79). And this is exactly where a
strong parallel can be noticed between war, its communication and the decisions of individuals.

2. OBJECTIVES AND RESEARCH QUESTIONS IN AUTHORIAL RESEARCH
February 2022 marked the beginning of the military conflict in Ukraine, which continues to this
day. As with any other war, government communication with the general public plays a pivotal
role. A properly executed communication strategy can prevent the spread of panic and help
maintain stability in the country. Wartime communication not only influences the domestic
public but also plays an important role in gaining the support from other states. However,
whether this communication is based on ethical principles of PR or contains elements of
propaganda aimed at manipulating public opinion, is another question. Therefore, the aim of
our study is to identify the nature of the public relations (PR) of the governments of
Ukraine and Russia during the ongoing war. Based on the above research objectives, we
have defined several research questions:

RQ1: What PR strategies and tools are used by the Ukrainian government when communicating
with the public during the war?

RQ2: What PR strategies and tools are used by the Russian government when communicating
with the public during the war?

RQ3: What role does transparent communication play in times of war compared to manipulative
approaches (propaganda)?

2.1 Characteristics of the Method and Research Material
We used the case study approach to meet the objective of our study. Yin (2009) defines the case
study as a research strategy that examines phenomena in depth and in their real-world contexts.
Case studies are used in complex cases in which many factors need to be examined. To better
understand the case, we use pieces of information from multiple sources and try to connect them
in a way that they support each other. This approach is suitable for analyzing government
communication during the war because it allows us to use various data and examine multiple
aspects, such as political, social and media-related. We have focused on government
communication during the war, which we illustrate with two specific cases: Ukraine and Russia.
Particularly, we used the case study of a comparative type according to Kaarbo and Besley
(1999), which helps us identify the differences in communication strategies, which is key for
comparing the Ukrainian and Russian government communication. As part of our case study, we
analyzed and subsequently compared the communication strategies of the Ukrainian and Russian
governments since the beginning of the war according to four categories:

- International diplomacy

- Communication of heads of state

- Transparency and freedom of speech

- Mobilization of citizens

The selection of categories was carried out inductively based on research questions and an analysis
of available materials. Each of the categories reflects an important aspect of government
communication with the public during the war, and when combined, they provide a comprehensive
view of the case. The analytical procedure included data collection from official government
statements, presidential speeches, media outlets and reports from international organizations,
qualitative assessment according to predefined categories and comparison of strategies based on
the communication purposes, and methods and effectiveness of communication.
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The research material consisted of publicly available sources and government communication
outputs, especially official speeches and statements by heads of state, posts on official social media
accounts, articles in news outlets, legislation and regulations of Ukraine and Russia, and existing
research on the topic. The sources had to be relevant and directly related to government
communication strategies (e.g. statements on the war, citizen mobilization). We preferred official
sources (government accounts, legislation) over unverified reports and included different types of
data to cover the communication in its entirety.

3. RESULTS OF AUTHORIAL RESEARCH

3.1 International diplomacy - state communication towards foreign audiences

In wartime, international diplomacy is closely linked to public relations and propaganda
because the state purposefully influences foreign public opinion through diplomatic strategies.
A positive international image can significantly contribute to gaining political and military
support from other states (Lee, 2023). In the conflict between Russia and Ukraine, diplomacy
plays a key role during all phases of the war, which create various conditions for diplomatic
activity (Fischer, 2023). The first phase of the war (February - autumn 2022) was characterized
by intensive contacts between the parties, including the negotiations in Istanbul in March 2022
where a peace treaty with Ukraine's neutrality was drafted. This process was interrupted in April
2022 due to Russia’s unwillingness to back down from its maximalist goals, the strengthening
of Ukraine’s military capabilities thanks to international support and a significant decline in
Ukraine’s willingness to compromise after the revelation of Russian war crimes (Fischer, 2023;
Lechner, 2024). In the subsequent phases, direct diplomatic contacts were limited mainly to
humanitarian issues, primarily the exchange of prisoners, while both sides focused on
mobilizing international support in their favor.

Table 1: Basic differences in the diplomatic approaches of
Ukraine and Russia during the war

Factor Ukraine Russia
Communication | - win military and economic support - minimize the impact of sanctions
goals - strengthen international solidarity with| - strengthen the diplomatic and
Ukraine economic relations with states that
- strengthen international isolation of support Russia’s military goals
Russia - weaken Western unity
PR strategy - negotiations with Western leaders - economic diplomacy (cooperation
- digital diplomacy with China, India and Iran)
- presentation of the “Peace Formula” | - strengthening the relations with
- building a positive image through the | countries of the Global South
president - maintaining the relations with
some European allies
Efficiency - high level of support from the West - partial circumvention of sanctions,
- adoption of UN resolutions but continued isolation from the
condemning Russia West
- large financial and military support - limited number of allies who have
their own interests

Source: own processing
Comparison of strategies’

! The full analysis and its results are available in the following study: Safonova, A. — Stevéat Szabéova, V., Public
relations versus propaganda in times of war [Diploma thesis]. Nitra: Constantine the Philosopher University in
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A comparison of the diplomatic strategies of Ukraine and Russia shows significant differences
in approaches and their effectiveness. Ukraine has focused on building a positive international
image, active public and digital diplomacy and the personalization of communication through
the president. On the contrary, Russia has focused on maintaining its strategic partnerships
outside the Western bloc and mitigating the consequences of international isolation. The
effectiveness of Ukrainian diplomacy was reflected in extensive political, military and
humanitarian support and in the adoption of UN resolutions condemning the Russian
aggression. In 2025, 93 member states voted in favor of this resolution, confirming the broader
international legitimacy of Ukraine’s diplomatic strategy (UN, 2025).

3.2 Communication of heads of state - leadership in a crisis

Crisis and leadership are two closely related phenomena; it is most natural for people to turn to
leaders in tense situations and expect them to take the necessary steps. A properly chosen
communication strategy is very important in times of war. When leaders manage to reduce tensions
and restore normalcy, they gain social recognition. However, when a crisis persists for a longer
period of time, leaders often become targets of criticism (Boin - ‘t Hart, 2003). The effectiveness
of communication of the heads of state plays a key role in times of war and helps maintain public
trust. In the previous section, we stated that Ukraine actively uses its president to build its public
image. In the following section, we focus on the communication strategies used by the presidents
of Ukraine and Russia during the war.

3.2.1 Communication of the president of Ukraine

Immediately after the outbreak of war on February 24, 2022, president Volodymyr Zelensky
made a short video statement addressed to Ukrainian citizens in which he called for resistance
and mobilization of society: “Join the ranks of the Armed Forces of Ukraine and Territorial
Defense Units. Any civilian with combat experience would be useful now. Whether the enemy
succeeds in advancing further into the territory of our independent state depends on
us...Politicians and community leaders, help the people live normal lives as much as possible.
Everyone should take care of their loved ones, their neighbors and acquaintances who need
it.” (Zelensky, 2022a). From the first days of the war, his communication was characterized by
an appeal to national pride, collective responsibility and the defense of democratic values, while
repeatedly emphasizing that Ukraine did not start the war but was defending its freedom:
“Ukraine did not choose the path of war. However, Ukraine offers a return to the path to
peace” (Zelensky, 2022a).

Zelensky purposefully presented himself as a leader who stands with the people and shares their
fate. His speech from the streets of Kyiv on February 25, 2022, in which he refuted the claims
about fleeing the country, became symbolic: “We are all here. Our soldiers are here, our
citizens are here. We are all here. We are defending our independence, our state. And it will
continue to be this way” (Zelensky, 2022a). This image was also supported by his informal
military attire, which visually reinforced identification with the military and citizens. The
criticism of his dress style during the visit to the White House in 2025 was dismissed by
Zelensky who stated that he would only put on the “costume” after the war is over (Wendling
in BBC, 2025). In his public appearances, Zelensky often works with emotions and specific
stories of victims. An example is his appearance at the Venice Film Festival where he described
war as “a horror that doesn’t last 120 minutes, but 189 days” (Zelensky, 2022b), emphasizing
its long-lasting and civilian effects.

Nitra, Faculty of Arts, Department of Mass Media Communication and Advertisement, 2025. Available at:
https://opac.crzp.sk/?fn=detailBiblioFormChildABDB&sid=27E63CCD114FFEB6D1D5SBOF88AFS (cit. 14. 12.
2025).
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3.2.2 Communication of the president of Russia

Since the beginning of the war, the communication of Russian president Vladimir Putin has
been based on blaming the West and legitimizing the military actions through a security
narrative. In his speech on February 24, 2022, he presented the war as a reaction to the
expansion of NATO: “However, our proposals have always been met either with cynical lies
and deception, or with attempts at pressure and blackmail, while the North Atlantic Alliance
continues to expand despite our protests and concerns. The military machinery is moving and
— [ repeat — approaching very close to our borders.” (Putin, 2022a). This way, Putin is trying
to present Russia as a victim of Western aggression and justify his actions. Putin also claimed
that the goal of the “special military operation” was to protect the population and “demilitarize
and denazify Ukraine” while denying the intention to occupy Ukrainian territory (Putin, 2022a).
However, this narrative was contradicted by reality after the declaration of annexation of four
Ukrainian regions in September 2022, which was rejected as illegal by the international
community. The UN General Assembly subsequently adopted a resolution condemning the
violation of territorial integrity of Ukraine (UN, 2022). The avoidance of the term “war” and
the use of the euphemism “special military operation” is a characteristic feature of Putin's
communication. The exception was the speech in December 2022 in which he used the word
“war” when he stated that Russia's goal was to “end this war” (Putin, 2022b). Nevertheless, his
narrative has not changed over time and continues to describe Russia’s actions as protecting the
“fellow citizens” in the occupied territories (Putin, 2024). The key differences in the
communication strategies of both presidents are listed in Table 2.

Table 2: Basic differences in the communication of presidents of
Ukraine and Russia during the war

Factor

Ukraine

Russia

Communication goals

- mobilize citizens
- strengthen national unity
- gain international support

- maintain control over the domestic population
- justify the war in the eyes of the public
- present Russia as a victim of Western aggression

PR strategy - personal and emotional expressions - presentation of NATO and Western countries as
- encouragement of patriotism and nationq aggressors
identity - accusations of the Ukrainian
- active use of social media government of genocide
- dissemination of misinformation
(a sign of propaganda)
Efficiency - success in domestic politics - success in domestic politics

- high efficiency at the international level

- lower efficiency at the international
level

Source: own processing
Comparison of strategies’

2 The full analysis and its results are available in the following study: Safonova, A. — Stev&at Szabéova, V., Public
relations versus propaganda in times of war [Diploma thesis]. Nitra: Constantine the Philosopher University in
Nitra, Faculty of Arts, Department of Mass Media Communication and Advertisement, 2025. Available at:
https://opac.crzp.sk/?fn=detailBiblioFormChildABDB&sid=27E63CCD114FFEB6D1D5SBOF88AFS (cit. 14. 12.
2025).
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The presidents of Russia and Ukraine chose two very different strategies during the war. While
Zelensky appeals to national pride and citizen mobilization in his speeches, Putin has chosen a
strategy of blaming the West and spreading disinformation. He labels the war as a “special
military operation” and emphasizes that Russia’s goal is to protect the people.

3. 3 Transparency and freedom of speech

Although Vladimir Putin won the election and has significant support among the citizens of
Russia according to opinion polls, this may be affected by the low level of transparency and
limited freedom of speech in the country. Ivanc¢ik (2024, p. 312) holds that “The right of public
access to information, together with freedom of expression, can be perceived as the absolute
foundation of basic human rights and freedoms of citizens.” According to Ivancik (2024),
public awareness is based on a broad access to information, but there are limits that require
special attention in every country. For example, Russia’s direct military attack on Ukraine in
2022 significantly changed the perspective on national security and defense. The question
remains: is it possible to obtain accurate and reliable information from the government during
a time of war? If so, to what extent is it appropriate to disclose it and what factors might
influence it?

The legal framework of Ukraine’s information policy is based on the Law of Ukraine on
Information (1992), which emphasizes citizen access to information, transparency of public
authorities and integration into the global information space. However, under martial law, Act
no. 389-viii On the Legal Regime in the State of War (2015) allows for temporary restrictions
on these rights in the interest of national security, including regulation of the media, use of
communication channels for military purposes and strengthening the protection of state secrets.
Although freedom of expression is guaranteed by Article 34 of the Constitution of Ukraine, its
exercise may be legally restricted in a war. In the Russian Federation, the legal situation is very
different as martial law has only been formally declared in the annexed regions of Ukraine and
high alert regimes are in place in the rest of the country. Although Article 29 of the Constitution
of the Russian Federation guarantees freedom of thought, speech and dissemination of
information, the “Martial Law” act (in Federal Constitutional Law no. 1-tkz, 2002) allows for
extensive media and military censorship, including the control of media, telecommunications
systems and private communications. This way, the state has ensured complete control over the
public information space. The comparison implies that freedom of speech is restricted during
the war in both countries, but censorship in Russia is systemic and centralized, while the
restrictions in Ukraine are formally anchored in legislation and framed as temporary security
measures. This difference begs the question of the extent to which public relations in times of
war can become a tool of transparent communication or an instrument of censorship and
propaganda, which was the subject of a subsequent analysis of government media outputs in
both countries.

3.3.1 Ukraine’s PR strategies in relation to transparency and freedom of speech

The PR strategy of Ukrainian government during the war puts an emphasis on transparency.
The government communicates quickly and efficiently and regularly informs the public through
official channels, social networks and press briefings. President Volodymyr Zelensky publishes
his video addresses daily on his social networks. The Ministry of Defense regularly publishes
official reports, which is a major distinction between Ukraine’s approach and Russia’s complete
non-transparency. Independent media continue to operate during the war, but with certain
restrictions in place regarding military information. For example, journalists are prohibited
from publishing location data on troop movements or shellings (Law of Ukraine no. 2160-ix).
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Measures against pro-Russian media were also imposed, e.g. the shutdown of TV channels
associated with Viktor Medvedchuk in 2021 (Decree of the President of Ukraine no. 43/2021).
However, these steps were justified by protection against propaganda rather than censorship.
The Ukrainian government presented these restrictions as a necessity to ensure national security
and not as an attack on freedom of speech. The government also emphasized that these are only
temporary war-time measures. In March 2022, the Ukrainian government created a unified
telemarathon, which is broadcast on major television channels (Ministry of Culture and
Information Policy of Ukraine, 2022).

The goal was to shape a unified narrative of resilience and victory to strengthen the morale of
the population. However, these measures have limited the space for dissenting opinions in the
media. Overall, the restrictions on transparency and freedom of speech in Ukraine result from
wartime needs, and unlike Russia, the independence of the media is largely preserved in
Ukraine.

3.3.2 Russia’s PR strategies in relation to transparency and freedom of speech

A much lower level of transparency can be observed in Russia. The Russian government
regulates the dissemination of information related to military activities. Unlike Ukraine, they
restrict the publication of official military reports and data on casualties during the war. Press
secretary of the Russian President Dmitry Peskov stated that the Ministry of Defense would
refrain from publishing the data on the losses of the Russian Armed Forces, citing the law on
state secrets and the special regime for the dissemination of information (TASS, 2024a).

Freedom of speech is also severely restricted during the war, as confirmed by some of the laws
introduced by the Russian government during the war. For example, on March 4, 2022,
Vladimir Putin signed a law that introduced penalties of up to 15 years in prison for spreading
“misinformation” about the Russian military (Law of the Russian Federation no. 32-FZ). The
Russian government subsequently stated that they wanted to protect themselves from “Western
propaganda” and “disinformation”. Thousands were arrested after the adoption of this law for
protesting the war and subjected to brutal treatment by the police (Human Rights Watch, 2022).
The state-controlled media, such as TASS, are calling these protests “unauthorized events” and
claim that the police are restoring public order and taking measures to suppress them (TASS,
2022a).

However, these media outlets do not provide any details about police brutality. The Russian
government also tries to suppress the dissenting views by blocking independent
media. According to governmental requirements, all Russian media outlets may only use
information from official Russian sources when preparing materials about the “military
operation” (TASS, 2022b). It is prohibited to publish materials that refer to this operation as an
attack, invasion or war. If these rules are violated, the outlet may be fined or even blocked.

For example, Russia blocked access to the most well-known independent media outlets such as

Meduza, Dzhed, Novaya Gazeta, etc. (TASS, 2022¢) in March 2022. Table 3 summarizes the
main differences in strategies of both countries.
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Table 3: Basic differences in the level of transparency and freedom of speech in Ukraine and
Russia during the war

Factor Ukraine Russia
Communication | - ensure that residents are - control the information disseminated
goals informed in the media
- preserve the independence - maintain public support
of the media and freedom of | - suppress dissenting opinions
speech within the limits of
martial law
PR strategy - fast and daily - blocking of independent media
communication with the - controlling the media content through
public state media
- creation of a unified - introduction of legal restrictions
narrative
Efficiency - higher level of citizen trust in | - increased control over the public
state institutions - lower level of trust (especially in the
- maintaining media international context)
pluralism (with certain
restrictions)

Source: own processing
Comparison of strategies’

Complete transparency is close to impossible during the war. For example, information about
troop movements may pose a security threat because it could be used by the adversary.
However, we found that the level of transparency and freedom of expression in Ukraine and
Russia greatly differs. While Ukraine is striving for greater transparency through official
channels, regular reporting and open communication, Russia has imposed strict censorship and
is actively restricting independent media. Although Ukrainian legislation has imposed
restrictions during martial law, freedom of expression and media independence have largely
remained intact. On the contrary, the Russian government has enacted laws that punish the
dissemination of information about the war and allow for control over all media, including
private communications of the citizens.

3.4 Mobilization of the population

Mobilization of the population is an important communication goal for governments during the
war. Lasswell (1938) states that in times of war, the mobilization of people and resources is not
sufficient, and it should be also accompanied by the mobilization of opinions; he also connects
this phenomenon with propaganda. Lutz (1933) argues that war-time propaganda seeks to
mobilize the public opinion in support of the country and maintain the morale of the armed
forces. However, this raises the question of whether the mobilization of the public during the
war should solely rely on propaganda. PR was originally understood as a tool for manipulating
and directing public opinion by the elites, but this notion has changed in modern times.

3 The full analysis and its results are available in the following study: Safonova, A. — Stevéat Szaboova, V., Public
relations versus propaganda in times of war [Diploma thesis]. Nitra: Constantine the Philosopher University in
Nitra, Faculty of Arts, Department of Mass Media Communication and Advertisement, 2025. Available at:
https://opac.crzp.sk/?fn=detailBiblioFormChildABDB&sid=27E63CCD114FFEB6D1D5SBOF88AFS (cit. 14. 12.
2025).
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Contemporary academic discourse increasingly distinguishes between propaganda and public
relations. Unlike propaganda, modern PR focuses on people’s needs and interests, and its main
features are transparency, objectivity and two-way communication. Therefore, given the new
definitions, could we argue that the mobilization of public opinion during the war is intrinsically
linked to propaganda? Or can modern governments achieve their communication goals through
ethical PR activities?

3.4.1 Activities of the Ukrainian government to mobilize its citizens

Since the beginning of war, the Ukrainian government has focused on expanding the ranks of
soldiers through mobilization, which includes support for volunteerism, fund-raising and
boosting the morale of the population. However, this goal required tighter legislation. New laws
on military conscription and mobilization were adopted in April 2024 with the aim to lower the
age for military conscription from 27 to 25 years (Law of Ukraine no. 3127-IX, 2023) and
abolish the status of “capable with limitations”, leaving only the categories of “capable” and
“incapable” (Law of Ukraine no. 3621-IX, 2024). Mobilization also includes the obligation to
carry military registration documents, which has sparked a significant controversy in Ukraine.
There have been allegations of human rights violations during the conscription, including illegal
detentions, coercion and concealment of information about detainees (Romanenko, 2025). At
the same time, men under the age of 60 have been prohibited from leaving the country since
the beginning of the war, and there is no demobilization mechanism in place, which effectively
translates into unlimited military service (Hockenos, 2024). This negatively affects the morale
of soldiers and the willingness of citizens to join the army. The government uses extensive
communication campaigns to support mobilization, including billboards, telemarathons, social
media and mobile apps. These activities bear the hallmarks of propaganda because they employ
strong emotions, suppress alternative views and control the narrative through a centralized
information telemarathon (Maksymiv, 2022). Selective reporting of casualties is similar: the
data on Russian casualties are regularly published but information on Ukrainian losses is kept
secret in order to maintain the morale of the population (Maksymiv, 2022).

Figure 1 Example of an advertising campaign to promote the military
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)] "
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MINISTRY OF DEFENCE OF UKRAINE i ""4‘ ' =

Source: BBC, 20 .

Translation: «lt's scary to feel guilt for people's deaths. Admitting fear is brave — and we need
the brave. Anastasia Blyshchyk joined the Armed Forces of Ukraine after the death of her fiance.

The ad text makes strong use of emotional appeal and evokes fear and guilt. This approach is
typical of propaganda. However, the Ukrainian government also uses ethical public relations
tools aimed at transparency and two-way communication. An example is the launch of the Air
Alert app in March 2022, which informs the citizens in real time about air strikes (Ministry of
Digital Transformation of Ukraine, 2022). The government institutions actively communicate
with the public through Telegram and Instagram, engaging in the fight against disinformation
and enabling feedback from citizens, which is a typical feature of public relations.
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3.4.2 Activities of the Russian government to mobilize its citizens

Propaganda is a key tool of mobilization in Russia. The aim of this propaganda is to shape
public opinion and motivate the citizens to participate in the war. An example of such a
propaganda strategy is to portray an image of the enemy in order to justify the war in the eyes
of the population. The Russian state media, such as TASS (2024b), Ria Novosti (2022),
Regnum (2025) and many others, are actively promoting the narrative of “Nazis” in Ukraine.
The narrative about a threat from the West has gained lots of traction in the Russian media, for
example Rosbalt (2024), Ria Novosti (2023), etc. Russia thus presents mobilization as a defense
of national interests. Russian propaganda emphasizes the heroism of Russian soldiers through
various campaigns, which often use symbols and slogans. For example, the letter Z, which first
appeared on Russian military equipment shortly before the start of the war, was probably used
as a tactical designation. However, it soon became the main symbol of Russian propaganda.
The Russian Ministry of Defense has not provided an official explanation of its meaning but
has begun using the Z in various slogans such as “Za mir” (For peace) and “Zakanchivajem
vajny” (We are stopping the wars). The symbolism of letter Z has also spread widely on social
media. It was also used in propaganda campaigns (Meduza, 2022). Limited access to
independent media significantly boosts the effects of propaganda as it creates an information
vacuum and suppresses the criticism of mobilization. Propaganda thus becomes the main source
of information for the majority of the population (Amnesty International, 2023). Propaganda is
also present in educational institutions. For example, in 2023, a new History textbook was
introduced in Russian schools that presents the military conflict as inevitable and reflects the
official views of the Russian government. This textbook has become a mandatory part of the
curriculum. Schools also organize classes to teach children about the meaning of the “special
military operation”. Teachers who disagree and speak out against the war are fired or fined
(Stewart, 2023). It is much more difficult to talk about PR in the case of Russia. We could
mention, for example, the financial incentives of the Russian government to volunteers for
signing the military contract. Interestingly, such a strategy is more often used in poor regions
where financial motivation can be a decisive factor for volunteers. We conclude that ethical PR
strategies in mobilization are practically non-existent in Russia as the mobilization process is
largely based on propaganda.

Table 4: Basic differences in the strategies to mobilize the citizens in
Ukraine and Russia during the war

Factor Ukraine Russia
Communication | - mobilize the public - mobilize the public
goals - boost the morale - justify the war in the eyes of the public
- compensate for Russia’s superiority on the battlefield
PR strategy - partial use of propaganda to expand the army - active use of propaganda
- endeavor for transparency in communication (albeit | - suppression of public criticism
with certain limitations)
Efficiency - polls show growing dissatisfaction with the - polls show growing trust in government institutions
government (however, this may be a consequence of censorship
and restrictions on freedom of speech)

Source: own processing
Comparison of strategies”

4 . . . . . G X - . . L .
The full analysis and its results are available in the following study: Safonova, A. — Stevéat Szaboova, V., Public relations versus propaganda in times of war

[Diploma thesis]. Nitra: Constantine the Philosopher University in Nitra, Faculty of Arts, Department of Mass Media Communication and Advertisement, 2025.
Available at: https://opac.crzp.sk/?fn=detailBiblioFormChild ABDB&sid=27E63CCD114FFEB6D1D5BOF88AFS (cit. 14. 12. 2025).
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Table 4 summarizes the main differences in strategies of both countries. The mobilization of
public opinion during the war probably requires the use of propaganda to maintain the morale
and unity of the population. Many ethical principles of PR, such as accuracy of information and
two-way communication, can be greatly compromised during a military conflict. However,
even the use of propaganda can be limited. In the case of Ukraine, elements of propaganda are
becoming an important tool for mobilizing the population mainly due to Russia’s superiority in
numbers. However, propaganda is used to a lesser degree compared to Russia where it is active
and systematic despite the larger population. However, polls show that people are increasingly
dissatisfied with the government in Ukraine. Kyiv International Sociological Institute (2025)
asked the respondents about their opinion on the current government and listed 12 emotions, of
which the respondents had to choose a maximum of three. It turned out that most respondents
(32%) felt disappointed. On the contrary, surveys in Russia show that the level of trust in the
government is growing. For example, the All-Russian Center for Public Opinion Research
(2025) reports that 78.7 percent of surveyed Russians trust Vladimir Putin. These differences
in levels of trust in the government can be logically explained by the political situation in both
countries. In Ukraine, freedom of opinion is stronger and censorship weaker, and the survey
results probably reflect the reality. The decline in trust in the Ukrainian government may be
related to public fatigue from the long-running conflict. The long-lasting war, high casualty
rates and insecurity contribute to a growing sense of frustration. On the contrary, the
propaganda, media control and restrictions on freedom of speech in Russia create the conditions
in which the high support for the government can be a consequence of social pressure.

4. CONCLUSION

Our paper provides insights into the communication strategies during the war when the lines
between ethical PR and propaganda are often blurred. However, certain limitations need to be
taken into account when interpreting the results: the analysis was only based on publicly
available sources, the four monitored categories — international diplomacy, communication of
the heads of state, transparency and mobilization of population — might have omitted other
relevant aspects, and given the ongoing conflict, government strategies might have changed and
affected the validity of conclusions over time. Our analysis showed that Ukraine uses a balanced
approach combining modern PR principles with limited propaganda. Digital diplomacy and the
positive image of President Zelensky have supported global aid and UN resolutions
condemning Russia. However, the heroization of soldiers and other elements of propaganda are
part of the communication strategy, while the decline in domestic trust is more of a consequence
of the long-lasting conflict and high casualty rates. On the contrary, Russia uses manipulative
propaganda, censorship and media control, which maintains high domestic support but weakens
its global influence. Our paper provides an explanation of the differences between PR and
propaganda and their impact on public opinion. The Ukrainian example shows that effective
communication combines authenticity and transparency with limited propaganda, while the
Russian approach illustrates the limits of a manipulative strategy. These findings may be
valuable for governments, NGOs and the media in developing the communication strategy
during a conflict and crises, including strengthening the media literacy and using social
networks for an open communication with the public. Our results correspond to the study by
Alekseeva et al. (2023), which analyzed Russian narratives in information warfare. They also
noted the manipulative nature of Russian communication and the effective and authentic
narratives of Ukraine. However, unlike our study, they didn’t identify elements of propaganda
in Ukrainian communication, which may be related to the different time frame of their analysis
— they only focused on the earlier phases of the war and paid attention to Russia’s
communication narratives.
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Overall, our findings confirm that authenticity, transparency and an ethical approach to the
public are key to a successful communication not only during the war, but also in any crisis
where the trust of the domestic and foreign public determines the effectiveness of the strategy.
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ABSTRACT

The main objective of this article is to identify and analyze the attitudes of Polish consumers
toward autonomous vehicles (AVs). In order to achieve the objectives, the method used in the
research process was a diagnostic survey using a questionnaire technique. The research was
conducted in November 2024 and covered the entire area of Poland. 51 correctly completed
questionnaires were returned. Research indicated that respondents have basic knowledge of
autonomous vehicles and a neutral attitude. They doubt rapid adoption, though some see
potential. They are concerned about safety, although many believe accidents could be reduced.
They are curious and willing to use the service. The main benefits include greater mobility for
the elderly and disabled, better traffic flow, and fewer accidents. Concerns focus on
cyberattacks, data privacy, trust, and high costs. Up-to-date knowledge of consumer attitudes
toward autonomous vehicles is particularly important for both the business and government
communities.

Keywords: autonomous vehicles, consumer behavior, , logistic

1. INTRODUCTION

In recent years, the topic of developing autonomous vehicles (AVs) has been gaining attention.
They are increasingly becoming the subject of research and work to improve technology and
increase their efficiency. Indeed, they have the potential to become a solution to many of today's
transportation challenges. As the literature indicates, fully autonomous cars may appear on the
roads within the next decade, and within 50 years a significant proportion of vehicles will be
equipped with systems that enable fully autonomous driving (Horl et al.,2016, pp. 2; Nadeem,
2024, p. 63). An autonomous vehicle is a vehicle capable of moving autonomously from point
A to point B without human intervention, thanks to the use of advanced technologies.
Depending on the degree of automation, these vehicles are subject to various classifications.
One of the most recognized is the National Highway Traffic Safety Administration (NHTSA)
classification, which distinguishes five levels of autonomy. At level zero, the vehicle has no
driver-assist systems, meaning that full control of driving rests solely with the human driver.
At level one, basic automation technologies are introduced, but the driver remains fully
responsible for driving. Level two vehicles are already equipped with more advanced systems
that can independently perform selected tasks to assist the driver in driving. At level three, the
vehicle's systems allow the driver to take control of driving under certain conditions, but the
driver must be ready to intervene immediately. At levels four and five, autonomous systems
eliminate the need for human intervention - at level four under certain conditions, while at level
five the vehicle is fully autonomous, regardless of the situation on the road (Neumann, 2018, p.
788). The main objective of this article was to identify and analyze the attitudes of Polish
consumers toward autonomous vehicles. The specific objectives were to find out the degree of
consumer knowledge about autonomous vehicles and their general attitudes toward them, as
well as to understand their opinions on the safety, benefits and concerns of using autonomous
vehicles. The paper is divided into the following sections. The first is dedicated to some
benefits and problems associated to autonomous vehicles.
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Next part presents the methodology and data collection, while the third presents the empirical
results and discussion. The conclusion provides a summary and indicates applications of the
work, further research directions and limitations.

2. BENEFITS AND COST OF AUTONOMOUS VEHICLES

The rapid development of autonomous technologies and their implementation in the
transportation sector raise many hopes, but also challenges. One of the key advantages of
autonomous vehicles is their potential to increase road safety. By eliminating the human factor,
they can significantly reduce the number of accidents and thus the number of fatalities (Luo,
2023, p. 65). Moreover, the launch of autonomous vehicles would also have another important
impact on personal transportation in cities (Luo, 2023, p. 66). First of all, it could reduce road
congestion, including by reducing the number of trips, increasing road capacity, and reducing
delays due to collisions and accidents (Neumann, 2018, p. 787; Horl et al., 2016, p. 9). Secondly
it could reduce many costs, such as insurance, fuel, parking, vehicle maintenance and time spent
behind the wheel (Luo, 2023, p. 65; Horl, Ciari, Axhausen, 2016, p. 9). For example, reducing
the risk of accidents would result in lower insurance rates. Additionally, these vehicles could
autonomously search for free parking spaces after a trip, which would significantly reduce
parking costs (Litman, 2024, p. 10; Neumann, 2018, p. 789). What is more, by eliminating the
need for drivers, cab services could become cheaper, making them more accessible. The
development of autonomous vehicles could also contribute to the popularization of car-sharing
systems, while reducing the costs associated with private car ownership and reducing the
number of vehicles circulating in cities (Litman, 2024, p. 19; Neumann, 2018, p. 788). Thirdly,
it is worth mentioning that currently, driving is a significant mental burden for many drivers.
Autonomous vehicles could help reduce the stress of driving, which would have a positive
impact on users' health and comfort. Eliminating the need to hold the same driving position for
long periods of time would also improve travel ergonomics (Litman, 2024, p. 9). Fourthly, one
of the undoubted advantages of the development of autonomous vehicles is also to increase the
mobility of people with disabilities, seniors, children, and those who are unable to drive
themselves. In addition, the technology can improve access to transportation for lower-income
people who cannot afford their own cars (Bagloee, Tavana, Asadi & Oliver, 2016, p. 285;
Litman, 2024, p. 9). Anticipated benefits for these populations include greater independence,
reduced feelings of isolation and easier access to key services. It is worth noting that the
introduction of autonomous vehicles could be more cost-effective than adapting traditional
public transportation to the needs of people with disabilities. It is estimated that public transport
companies spend between 14% and 18% of their budgets on adapting vehicles for passengers
with limited mobility (Neumann, 2018, p. 788). An additional advantage is that autonomous
vehicles do not experience fatigue and can move without interruptions, which is particularly
beneficial in freight transport, where truck drivers currently have to comply with regulations on
mandatory rest (Neumann, 2018, p. 789). Despite the numerous advantages of autonomous
vehicles, their implementation comes with a number of challenges. Key concerns include
security issues, data privacy and the risk of cyber attacks. Autonomous vehicles generate data
on trip mileage, trip duration and destinations, which can raise serious privacy concerns. This
information is sensitive data and is particularly vulnerable to misuse, which can put users at
risk (Litman, 2024, p. 19). Heavy-duty vehicles carrying valuable cargo can be particularly
vulnerable to cyberattacks, which can make them targets for theft (Neumann, 2018, p. 790).
Another major risk is the safety of autonomous systems. Over-reliance on technology runs the
risk of failure, which can lead to unexpected and potentially dangerous situations on the road
(Luo, 2023, p. 66; Litman, 2024, p. 19).
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The operation of autonomous vehicles relies heavily on sensors and optical systems, such as
radar and lidar, which can have limited effectiveness in severe weather conditions, such as
during heavy snowfall, fog or in the presence of floating dust (Neumann, 2018, p. 790).
Additional challenges include unexpected situations on the road, such as road works, a police
officer directing traffic or the appearance of a priority vehicle. Autonomous vehicles must be
able to properly interpret such events and respond accordingly, which requires further
development of artificial intelligence and decision-making systems (Neumann, 2018, p. 790).

One of the most complicated issues facing autonomous vehicles is compliance with the law and
the question of liability for accidents. Currently, traffic incidents carry a high cost - both in
terms of public health and property damage. The lack of clear legal regulations regarding
liability for collisions involving autonomous vehicles poses a significant legislative challenge
(Noussia, 2020, pp. 253-270). It is also worth noting that much of the public equates
autonomous vehicles with green technologies and assumes that they are environmentally
friendly. In reality, however, studies indicate that the development of autonomous driving
technologies may lead to increased greenhouse gas emissions and increased consumption of
natural resources. In addition, improperly managed autonomous systems can threaten smart city
infrastructure, further compounding the challenges of implementation (Luo, 2023, p. 66).

Additional issues associated with the deployment of autonomous vehicles include rising
infrastructure costs due to the need to meet higher road design and maintenance standards.
There are also social equity issues - the implementation of autonomous transportation may
reduce the availability of cheaper forms of mobility, such as public transportation, cycling and
walking. Another issue is the potential impact on the labor market - transportation automation
could lead to job cuts for professional drivers (Litman, 2024, p. 19).

3. RESEARCH METHODOLOGY

The main objective of the study was to determine the attitudes of Polish consumers toward
autonomous vehicles. In order to achieve the objectives and verify the hypotheses, the method
used in the research process was a diagnostic survey using a questionnaire technique. The
survey used the technique of CAWI (Computer Assisted Web Interview) — a computer-assisted
interview through survio.pl.

The link with the questionnaire was distributed using social media and email addresses, using
snowball sampling methods. It consisted of a short introduction, instructions for the
respondents, fourteen relevant questions, and a metric to characterize respondents (Table 1).
The questions focused on consumers' attitudes towards autonomous vehicles, as well as their
impact on the environment, society and their features which could engagement consumer to
using them.

In the next section of this work each question is presented in detail, and the results are discussed.
The research was conducted in November 2024 and covered the entire area of Poland. 51
correctly completed questionnaires were returned. The choice of the research method, the
selection of the sample, as well as the method of analyzing the collected information was
determined by the objectives and scopes of direct research.
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VARIABLE CHARACTERISTICS
GENDER Women — 43.1%, men — 56.9%

AGE 18-24 years — 74.5%, 25-34 years — 7.8%,
35-44 years — 9.8%, 45—54 years — 3.9 %, 55-
59 years — 0.0%, 60—64 years — 3.9%, > 65
years — 0.0%

RESIDENCE

City — 78.0%, rural — 22.0%
EDUCATION

Higher — 39.2%, secondary — 60.8%,
HAVE A DRIVER'S LICENSE

Yes — 88.2%, No —3.9%, While obtaining —
7.8%
Table 1: Characteristics of the research sample
(Source: Own elaboration)

4. RESULTS AND DISCUSSION

Respondents are asked to rate their familiarity with autonomous vehicles (figure 1). Researches
generally indicate that most respondents are aware of autonomous vehicles, however their
knowledge is limited. As the figure 1 illustrates, the majority of respondents have heard of the
concept but do not know much about it, followed by a smaller percentage who have basic
knowledge. Very few people are well-versed in the subject or actively follow the development
of the technology (11,8%). 3,9% of respondents have never heard of driverless cars. This
results are in line with other researches, which also show that the majority of consumers had
heard about vehicles with autonomous driving capabilities (Panagiotopoulos, Dimitrakopoulos,
2018, p. 777; Wu et al. 2020).

60,00%
50,00%
40,00%
30,00%
20,00%
10,00%
0,00%
| have heard/have I have basic I know the subject |know the subject I have never
heard, but | don't knowledge well very well and follow heard/am
know much the development of
technology

Figure 1: Familiarity with autonomous vehicles — survey Results
(Source: Own elaboration based on the conducted surveys)

In this study, respondents were asked about their general attitude toward autonomous vehicles.
The figure 2 presents that the largest part of respondents is neutral about the technology. This
is followed by 26%, who are rather negative and 23% who are rather positive. A small
percentage are very positive or very negative (4%). These results are in opposite to researches
conducted in other countries such as UK, China or India. It is indicated by Hasan at al. (2022)
that English hold generally positive attitudes towards AVs and they intend to use them when
they become available (Hasan et al., 2022, p. 537).
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Similarly, research shows that Chinese consumers also have a positive attitude towards AVs,
reflecting a high level of acceptance and enthusiasm for this technology (Wu et al., 2020).
Likewise, the study reveals that Indian consumers are positive about AVs and are optimistic
about the potential benefits of this technology (Jana, 2019,p. 189). The divergence may stem
from cultural, infrastructural, or regulatory differences, highlighting the need for targeted
efforts to build public trust and awareness in regions where skepticism prevails.

Very negative ;
Very positive; 3,90% _\ ,_ 3.90%

= Neutral = Rather negative = Rather positive Very positive Very negative

Figure 2: General attitude of respondents toward autonomous vehicles
(Source: Own elaboration based on the conducted surveys)

Respondents are also asked if they think autonomous vehicles would be widely used in the next
10 years. The majority of people are somewhat skeptical about the widespread use of
autonomous vehicles in the next 10 years. The largest group of respondents think that “rather
no”, 35% answered “rather yes”. The figures reflect that while there is cautious optimism,
people are not yet fully confident that these vehicles will become a widespread reality in the
near future.

Researches are in line with a recent survey of 5,000 participants from 109 countries conducted
by Kyriakidis et al. (2015) revealed that one-third of respondents do not believe fully-
automated vehicles will achieve a 50% market share by 2050 (Kyriakidis et al., 2015, p.128).
The survey results suggest that while technological advances continue, public confidence in
large-scale AV adoption remains limited, likely due to concerns about infrastructure, regulation
and security.
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Definitely no

I have noopinion

Definitely yes

Rather yes

Rather no

0,00% 10,00% 20,00% 30,00% 40,00% 50,00%

Figure 3: Consumer Predictions on Autonomous Vehicle Adoption (2025-2035)
(Source: Own elaboration based on the conducted surveys)

Safety is one of the most important technical challenges for the successful commercialization
of AVs, which is why respondents were asked to share their opinions on whether they trust
autonomous vehicles to be safe for passengers. As many as 45% are unlikely to trust
autonomous vehicles. Nearly a third rather trust, and almost 16% are neutral on the statement.
Only 6% of respondents strongly distrust that driverless vehicles can be safe (figure 4). Also
the results of research conducted by Begg (2014) among more than 3,500 people, incorporating
a broad cross-section of transport experts, show that 36% of English respondents agreed, and
24% strongly agreed, that automated vehicles would enhance safety for all road users. These
results suggest that while confidence in autonomous vehicles may increase, addressing safety
issues through technological advances and public awareness will be key to widespread
acceptance.

50,00%
45,00%
40,00%
35,00%
30,00%
25,00%
20,00%
15,00%
10,00%

5,00%

0,00%
I rather do not I rather trust Neutral | definitely trust |definitely donot
trust trus

Figure 4: Public Trust in Autonomous Vehicle Safety
(Source: Own elaboration based on the conducted surveys)
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The survey results on how autonomous vehicles will impact traffic accidents reveal varied
opinions among participants. A significant group of respondents believed that autonomous
vehicles will “ rather reduce” traffic accidents, which can suggest some optimistic attitude to
the safety potential of these vehicles. However, it is also indicated that 23,5% think that rather
increase” accidents, reflecting concerns about the technology's reliability or unforeseen risks.
It should be noted that a considerable 25,5% of participants think that autonomous vehicles
“will not change” the frequency of accidents (table 2). Researches conducted by other authors
show that AVs could significantly reduce traffic accidents, which are predominantly caused by
human error (Wang et al., 2020; Gantsho, 2022; Mréz, 2017, p. 143). For instance, it has been
estimated that if 90% of vehicles in the U.S. were fully autonomous, approximately 25,000
lives could be saved annually, with annual economic savings estimated at more than $200
billion in the United States (Rojas-Rueda et al., 2020, p. 332). However it should be noted that
the transition to AVs also is associated with challenges related to accident responsibility, such
as the determination of fault in incidents involving AVs (Yao et al, 2023, p. 58; Rajasekaran,
2023, p. 2.) These concerns underscore the need for further regulatory and technological
advances to increase public confidence in AV security.

Answer Number Share
Rather, they will reduce 21 41,20%
They will not change 13 25,50%
Rather, they will increase 12 23,50%
They will significantly decrease 4 7,80%
They will significantly increase 1 2,00%

Table 2: Predicted Reduction in Traffic Accidents with Autonomous Vehicles
(Source: Own elaboration based on the conducted surveys)

As the figure 5 show a significant group of respondents are open to the idea of using an
autonomous vehicle as part of a service, e. g. autonomous taxi (50,9% total for “rather yes” and
“definitely yes”), but there are also concern (39,2% total for “rather no” and “definitely no”).
This shows that curiosity about new technologies is high, but people may still have concerns
regarding safety, reliability, or the unknowns of autonomous systems. Those results are in line
with Silvestri et al. who indicated that a lot of consumers have a desire to experiment with
autonomous driving, but consumers are more willing to ride or share autonomous vehicles,
rather than purchasing some for personal use (Silvestri et. al, 2024, p. 1). This suggests that
mobility-as-a-service (MaaS) models can play a key role in the early deployment of AV
technology, serving as a starting point for broader public acceptance.

Rather yes
Rather no
Definitely yes
Definitely no

I have no opinion

Figure 5: Consumer Willingness to Use Autonomous Vehicle Services
(Source: Own elaboration based on the conducted surveys)
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The results of research show that respondents believe that the main social benefits of
autonomous vehicles include greater mobility for the eldery and disabled, which is seen as the
top advantage (60,8% answers), allowing more independence for those with mobility
challenges. Better traffic management (37,3%) and fewer accidents (33,3%) are also important.
Nearly 30% of respondents believe that the introduction of autonomous vehicles is good for the
environment, while less than 10% believe it can help change traffic jams and save time (table
3). Other researchers have also dedicated their studies to analyzing the benefits of autonomous
vehicle implementation from the consumers' perspective. Jana et al. (2019) indicated that
consumers see several key benefits of autonomous vehicles (AVs). Among male respondents,
the vast majority agreed that autonomous vehicles will reduce traffic accidents, as well as
reduce the severity of collisions and provide better emergency response. In contrast, female
respondents highlighted greater fuel efficiency and lower emissions as the main benefits.
Overall, the most consensus benefit was better emergency response, attributed to artificial
intelligence-based vehicle control systems. Also, reducing the severity of accidents was a
widely recognized benefit, as respondents believed that advanced AV sensors would help
prevent serious accidents. In addition, AVs were seen as a fuel-saving solution, with more than
half of respondents agreeing. In terms of environmental impact, the benefit of reduced
emissions was supported by more than half of respondents. However, nearly a quarter of
respondents disagreed that AVs would lead to shorter travel times or reduced traffic jams,
indicating skepticism about AVs improving traffic flow (Jana et al., 2019, p. 189). In contrast,
Greaves et al. (2018) noted that the most important benefits of AVs in consumer’ s perspective
are lower emissions, safer roads, less congestion, quicker travel and lower insurance cost (about
40% of respondents reflected a positive outlook on these benefits). However about one fifth are
somewhat reserved on these benefits (Greaves et al., 2018, p. 4-5). On the other hand, a survey
by Schoettle and Sivak (2014) investigated that the main expected benefits of autonomous
vehicles included reduced accidents (70% of responses), reduced emissions (64%) and reduced
fuel consumption (72%). People did not believe that such technology would improve traffic
congestion (48%) and travel time (43%) (Schoettle and Sivak, 2014, p. 689). Studies
unanimously indicate that the most important benefits of autonomous vehicles are improved
road safety, reduced emissions and fuel savings, as well as greater mobility for the elderly and
disabled. Better response by emergency services thanks to advanced control systems is also
highlighted. In contrast, opinions are divided on the reduction of traffic jams and travel times,
with some respondents seeing the potential, but many remaining skeptical.

Answer Number Share
Greater mobilit'y for the elderly and 31 60.80%
disabled
Better traffic management 19 37,30%
Fewer accidents 17 33,30%
Greater environmental protection 15 29,40%
Reduction of traffic jams 5 9,80%

Table 3: Expected Social Benefits of Autonomous Vehicles
(Source: Own elaboration based on the conducted surveys)

The survey reveals several significant concerns people have about autonomous vehicles (table
4). The biggest worry is cyber attacks and hacking threats (52.9%), with people fearing that
these vehicles could be vulnerable to malicious interference. Safety (47.1%) is another top
concern, particularly regarding accidents or technical failures that could jeopardize passengers
and others on the road.
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Data privacy issues (41.2%) and concerns over trust in the technology(41.2%) are also notable,
with people worried about surveillance, tracking, and the reliability of the technology itself.
The high cost of implementation and use (41.2%) and the potential loss of jobs for drivers
(37.3%) are additional concerns, while lack of regulation (21.6%) is also a factor for some,
reflecting uncertainty about how these vehicles will be governed (table 4). All of the
aforementioned concerns probably contribute to the fact that the vast majority of respondents
(92.2%) believe that humans should always have the ability to manually take control of
autonomous vehicles. This suggests a strong preference for maintaining human oversight and
control, even if autonomous driving technology becomes more advanced.

Other researchers have also shown that consumers have many concerns about the introduction
of autonomous vehicles. For example researches conducted by Greaves et al. (2018) noticed
that cybersecurity risks, particularly the possibility of system hacking, emerged as the top
concern, with approximately 40% of respondents expressing serious worry. Additionally,
respondents showed significant concern about insurance and liability issues (64% were at least
moderately concerned) and road safety (68%). Interestingly, opinions were divided on the loss
of driving pleasure, while 30% were not concerned at all, 20% viewed it as a major issue
(Greaves et al., 2018, p. 5-6). On the other hand, Kyriakidis et al.(2015) cited researches form
Schoettle and Sivak (2014) that indicated that 26% of respondents from the United States were
“very concerned” about system/equipment failure and vehicle performance in unexpected
situations, while the corresponding percentages for the UK and Australia were 15% and 16%,
respectively. However, the figure rose to 75% for all countries when all levels of concern
(“very/moderately/slightly concerned”) were taken into account.

Legal liability, hacking of automated systems and privacy resulting from data sharing are other
areas of concern. For example, more than 90% of respondents expressed at least some concern
(on a scale of “very concerned,” “moderately concerned,” “slightly concerned”) about the legal
liability of drivers/owners of autonomous vehicles. Finally, the survey found that women
expressed a higher level of concern about autonomous vehicles than men and were more
cautious in their expectations about the benefits of autonomous vehicles (Kyriakidis et al., 2015,
p. 130).

In summary, the main concerns that appear in all the surveys are security (especially in the
context of malfunctions and accidents), cyber-security (including the threat of hacking attacks),
data privacy and trust in technology. These are the main elements where the studies agree. In
addition, lack of regulation and fear of losing their jobs are other important factors that also
appear in some of the surveys.

Answer Number Share
Cyber attacks and hacking threats 27 52,90%
Safety (accidents, technical failures) 24 47,10%
Data privacy (tracking, surveillance) 21 41,20%
Trust in the technology 21 41,20%
High cost of implementation and use 21 41,20%
Loss of jobs (e.g., for drivers) 19 37,30%
Lack of regulation 11 21,60%

Table 4: Top Consumer Concerns About Autonomous Vehicles
(Source: Own elaboration based on the conducted surveys)
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5. CONCLUSION AND IMPLICATIONS

The main objective of this article was to identify and analyze the attitudes of Polish consumers
toward autonomous vehicles (AVs). The specific objectives were to find out the degree of
consumer knowledge about autonomous vehicles and their general attitudes toward them, as
well as to understand their opinions on the safety, benefits and concerns of using autonomous
vehicles. It was shown that respondents generally have a basic knowledge of autonomous
vehicles, and their attitudes are mostly neutral. The majority of respondents do not believe in
the rapid spread of this technology, but a sizable group still sees the possibility. Skepticism
about the safety of autonomous vehicles is prevalent. While many respondents believe they can
help reduce accidents, a sizable number remain skeptical or even fear the negative consequences
of their implementation. Many respondents show curiosity about autonomous vehicles and
would be willing to use them as part of a service. Among the most frequently cited benefits
were increased mobility for the elderly and disabled, better traffic management and reduced
accidents. The biggest concerns are the risks of cyber attacks and hacking, security, data
privacy, trust in the technology, and the high cost of implementation and use. This research
provided a lot of practical information that can be used in the business environment. Firstly, a
neutral or skeptical attitude among consumers means investing in information and education
campaigns. Companies should emphasize real benefits, such as increased security and fewer
accidents, and allay concerns about cyber security and privacy. Secondly, since not everyone is
convinced by autonomous vehicles, companies should focus on the groups that are most open
to the new technology, as well as begin deploying them in closed environments (e.g., campuses,
airports) before full integration with traffic. Thirdly, due to the fact that a large group of
respondents would be willing to use autonomous vehicles as a service (e.g., robotaxi, public
transportation). Companies could focus on the mobility-as-a-service model instead of selling
vehicles to individual users. Fourthly, skepticism about safety requires investment in safety
technologies and working with regulators to develop standards and norms. Future research
should delve deeper into the characteristics of consumers, taking into account their
socioeconomic backgrounds, in order to develop more targeted marketing strategies related to
promoting autonomous vehicles. Limitations of the study include the small sample size of the
empirical study, the choice of databases and specific time frames, which may affect the
comprehensiveness of the analysis, and the limited scope of the survey questionnaire.
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ABSTRACT
Introduction: Tourism plays a vital role in the economic development of urban destinations,
yet mass tourism often leads to environmental, social, and infrastructural challenges. In Split,
Croatia, a significant rise in tourist arrivals, particularly during the summer, has brought
economic benefits but also raised concerns about overcrowding, infrastructure strain, and
reduced residents' quality of life.
Methodology: This study uses a mixed-method approach. Quantitative data were collected via
an online questionnaire administered to Split residents to assess their perceptions, attitudes,
and suggestions regarding the sustainability of tourism. Additionally, qualitative in-depth
interviews with structured questions were conducted with business entities operating in the city.
Findings: Results indicate a complex balance between tourism’s economic benefits and its
negative impacts on the destination's sustainability. While participants recognize tourism’s role
in creating jobs and business opportunities, they also express concerns about environmental
damage, housing unaffordability, traffic congestion, and a loss of local identity. Business
representatives particularly highlight the pronounced seasonality and mass character of
tourism in Split, which pressures infrastructure and daily life. Labour shortages and difficulty
retaining qualified workers were also identified as key challenges. Both residents and
businesses agree that the current model is unsustainable and emphasize the need to shift toward
a tourism strategy based on quality, diversification, and improved regulation.
Conclusion: The findings underscore the need to incorporate local perspectives into tourism
planning. Ensuring Split’s long-term sustainability as a destination requires policies that
balance economic interests with the protection of community well-being and urban resources.
Targeted strategies such as managing visitor flows, upgrading infrastructure, and supporting
community-based tourism are essential.
Keywords: local community, mass tourism, perception, Split, sustainable development

1. INTRODUCTION

Tourism is among the most dynamic global industries and represents a key driver of urban
economic development. Its influence extends beyond income generation to include the shaping
of social relations, spatial organisation, and environmental conditions. In many destinations,
tourism growth has primarily followed a mass-tourism model, characterised by high visitor
concentration, standardised services, and pronounced seasonality. Although economically
attractive, such development frequently exceeds the social, environmental, and infrastructural
capacities of urban destinations, resulting in growing sustainability challenges.
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Split is one of Croatia’s most prominent urban tourist destinations and a UNESCO World
Heritage Site. Tourism growth in the city has been continuous over the past decade, followed
by a rapid recovery after the COVID-19 pandemic. Visitor numbers now peak during the
summer months, intensifying pressure on urban infrastructure and public space. At the same
time, dissatisfaction among the local population has increased. Residents increasingly report
rising living costs, congestion, and a declining quality of life, while businesses face instability
stemming from pronounced seasonality and labour shortages. Mass tourism in urban
destinations presents a structural paradox, generating significant economic benefits while
simultaneously producing environmental, social, and infrastructural pressures that threaten
long-term sustainability (Biagi et al., 2019; Pinto da Silva et al., 2019). Recent studies across
Mediterranean cities document residents’ growing concerns about overcrowding, housing
affordability, and reduced access to public services, even though tourism remains an important
source of employment and income (Aria et al., 2023; Caro-Carretero et al., 2025). These
findings suggest that economic growth alone is insufficient as a measure of sustainable
destination development. Despite the expanding body of research on tourism impacts, local
perspectives remain insufficiently integrated into tourism planning and governance processes.
This gap undermines the effectiveness of sustainability-oriented destination management and
contributes to growing tensions between tourism development and community well-being
(Vodeb et al., 2021). Empirical evidence increasingly highlights the importance of
incorporating residents’ and business stakeholders’ perceptions as indicators of destination
resilience and social sustainability. Split exemplifies these challenges. Previous research has
shown that although a substantial share of residents derives income from tourism, the prevailing
perception is that the current tourism model is unsustainable. While economic indicators are
generally evaluated positively, social and environmental dimensions of quality of life are
assessed negatively (Relja et al., 2022). Similar patterns have been identified in other Croatian
destinations, where residents express intense demands for greater involvement in tourism-
related decision-making and improved regulation of tourism development (Abbasian et al.,
2020; Vuki¢ et al., 2021). Given these challenges, the present study aims to analyse the impact
of mass tourism on destination sustainability in Split by examining the perceptions of residents
and tourism-related business stakeholders. By combining quantitative survey data with
qualitative insights from in-depth interviews, the study contributes to sustainability research by
emphasising local perceptions as essential indicators of urban tourism resilience. In doing so, it
addresses the identified gap between tourism growth-oriented development practices and
community-centred approaches to sustainable destination management.

1.1 Mass tourism and urban sustainability

Mass tourism developed alongside industrialisation, increased mobility, and rising disposable
income. Urban destinations became particularly attractive due to their cultural heritage,
accessibility, and diversity of services. At the same time, spatial constraints make cities
especially vulnerable to tourism pressure. High visitor density often results in overcrowding,
functional transformation of public spaces, and growing conflicts between tourists and
residents. Consequently, sustainability literature increasingly frames mass tourism as a risk
factor rather than a development advantage, particularly in historic urban contexts. Research on
the relationship between mass tourism and urban sustainability has expanded significantly in
recent years, with a strong focus on Mediterranean and European destinations experiencing
intense visitor pressure. Empirical studies conducted in cities such as Split, Dubrovnik, Naples,
Porto, Zagreb, and Caceres, as well as comparative analyses across Mediterranean destinations,
consistently identify a structural tension between the economic benefits of tourism and its
negative social and environmental effects (Biagi et al., 2019; Abbasian et al., 2020; Pinto da
Silva et al., 2019; Relja et al., 2022; Aria et al., 2023; Badurina et al., 2022; Caro-Carretero et
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al., 2025). While residents generally recognise tourism as an important source of income,
employment, and urban revitalisation, prevailing findings indicate a decline in perceived quality
of life. This decline is commonly associated with overcrowding, rising housing costs, reduced
access to public services, and the erosion of local identity. In Split, for example, although a
substantial proportion of residents benefit economically from tourism, the dominant perception
is that the existing tourism model is unsustainable, with economic indicators evaluated
positively and social and environmental dimensions assessed negatively (Relja et al., 2022).
Comparable patterns are observed in Porto and Céceres, where residents support tourism
development in principle but express growing concerns about gentrification and rising living
costs (Pinto da Silva et al., 2019; Caro-Carretero et al., 2025). The literature further reveals
fragmented resident attitudes toward tourism, ranging from hospitality and tolerance to
indifference and hostility. These differences reflect the uneven distribution of tourism-related
costs and benefits within urban communities (Relja et al., 2022; Aria et al., 2023). Across
destinations, key obstacles to urban sustainability repeatedly include infrastructure overload,
traffic congestion, environmental degradation, and pronounced seasonality. These challenges
are often intensified by cruise tourism and spatial limitations in historic city centres (Abbasian
et al., 2020; Vodeb et al., 2021). In addition to physical and environmental pressures, several
studies emphasise governance-related challenges. Limited involvement of local communities
in tourism decision-making and insufficient knowledge of sustainable development principles
among residents and business stakeholders are identified as significant barriers to sustainability-
oriented destination management (Vuki¢ et al., 2021; Vodeb et al., 2021). From a
methodological perspective, most studies rely on quantitative surveys to measure residents’
perceptions, often complemented by interviews with key stakeholders. However, recent
research has introduced more advanced analytical approaches, including structural equation
modelling and a critical reassessment of assumptions in Social Exchange Theory, offering more
nuanced insights into perception-based sustainability dynamics (Badurina et al., 2022; Aria et
al., 2023). Overall, the literature converges on the conclusion that mass tourism, despite its
economic advantages, poses substantial risks to urban sustainability. Addressing these risks
requires a shift in governance frameworks toward more balanced, community-centred, and
sustainability-oriented destination management models.

1.2 Sustainability and local perceptions

Sustainable tourism development seeks to balance economic benefits with environmental
protection and social well-being. Within this framework, carrying capacity represents a key
analytical concept, as resident dissatisfaction often signals that social or spatial limits have been
exceeded. Alongside residents, business stakeholders’ perceptions reflect levels of economic
resilience and vulnerability. Taken together, these perspectives provide a comprehensive basis
for assessing destination sustainability. In contemporary tourism research, local perceptions
have become a central analytical lens, particularly in urban destinations exposed to mass
tourism pressures. A growing body of literature demonstrates that residents’ attitudes,
evaluations, and everyday experiences offer critical insights into the social dimension of
sustainability and function as early indicators of structural imbalance. One of the most
influential contributions is provided by Biagi et al. (2019), who examine the relationship
between tourism intensity and residents’ perceptions of urban quality of life across
Mediterranean destinations. Their findings indicate that negative tourism impacts predominate
when sustainability is assessed through lived experience. Notably, the study demonstrates that
accessibility to services and amenities is more important for perceived quality of life than their
mere availability, highlighting how congestion and competition for urban resources undermine
social sustainability. Subsequent studies reinforce the argument that community support is a
foundational pillar of sustainable tourism development.
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Vodeb et al. (2021) show that residents’ perceptions directly influence their willingness to
support sustainability-oriented policies and planning measures. Notably, residents who are
economically involved in tourism often express more substantial criticism of its impacts,
challenging simplified assumptions within Social Exchange Theory and suggesting that closer
engagement with tourism activities may increase awareness of negative externalities rather than
generate unconditional support. The preventive value of local perceptions is further
demonstrated by Pinto da Silva et al. (2019) in their study of Porto. Although residents generally
acknowledged improvements in living conditions and supported tourism growth, early concerns
related to housing affordability and rising living costs informed the development of preventive
sustainability guidelines. This highlights the strategic importance of incorporating resident
feedback before destinations reach overtourism thresholds. Recent advances extend perception-
based sustainability models by linking residents’ attitudes to socio-demographic variables.
Caro-Carretero et al. (2025) show that understanding variations in local perceptions enables
proactive identification of gentrification risks and supports responsible integration of tourism
infrastructure. Their findings suggest that sustainability governance must move beyond reactive
mitigation and adopt perception-driven planning approaches. Empirical evidence consistently
confirms that residents play an active role in shaping sustainability outcomes. Vodeb et al.
(2021) emphasise a strong demand for resident inclusion in tourism-related decision-making
processes, identifying governance deficits as a key barrier to sustainable development. The
multidimensional nature of sustainability is further validated by Aria et al. (2023), who apply
Structural Equation Modelling to demonstrate that residents’ perceptions across economic,
environmental, cultural, social, and political dimensions provide a comprehensive assessment
of tourism sustainability.

These findings confirm that local perspectives capture complex interdependencies often
overlooked by purely economic indicators. In addition to residents, tourism employees
represent an important yet underutilised source of sustainability knowledge. Abbasian et al.
(2020) show that local tourism workers demonstrate a high level of awareness of overtourism
problems and propose practical solutions, including stricter quality standards and limits on
cruise tourism. This underscores the value of experiential knowledge in sustainable destination
management. Similarly, Relja et al. (2022) identify sustainability tolerance thresholds in Split,
finding that residents perceive the existing tourism model as unsustainable despite clear
economic benefits. This reinforces the role of local perceptions as diagnostic tools for
identifying when carrying capacity limits have been exceeded. Methodologically, recent studies
have refined approaches to capturing local perceptions. Badurina et al. (2022) challenge
traditional Social Exchange Theory by segmenting residents into sceptics, neutrals, and
believers, demonstrating that perceived positive impacts may play a more decisive role than
negative impacts in destinations not yet experiencing overtourism. Such contributions enable
more nuanced and context-sensitive sustainability models. Overall, the literature converges on
the conclusion that local perceptions are not merely feedback mechanisms but integral
components of sustainable tourism systems. They function simultaneously as indicators of
current sustainability performance and predictors of future destination resilience. As
emphasised by Begolli Dauti et al. (2021), enabling residents and businesses to articulate
concerns and influence the pace and form of tourism development is essential for achieving
sustainable outcomes. Despite significant progress, research gaps remain. Recent studies call
for the systematic integration of perception-based indicators into formal planning frameworks
and for longitudinal research designs capable of capturing changes in attitudes over time.
Addressing these gaps is critical for shifting from reactive to proactive sustainability
governance in urban tourism destinations.
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2. METHODOLOGY

A mixed-method research design was employed to capture diverse stakeholder perspectives.
Quantitative data were collected through an online questionnaire distributed to residents of Split
via social media. The survey consisted of 30 questions addressing tourism impacts, quality of
life, infrastructure, and future development preferences. A total of 51 valid responses were
collected. Participation was anonymous. Qualitative data were obtained through structured in-
depth interviews with two representatives of tourism businesses. Interview questions focused
on seasonality, labour availability, tourism trends, and sustainability challenges. Quantitative
data were analysed descriptively. Qualitative responses were thematically interpreted to
identify recurring patterns.

3. RESULTS

Until the mid-2000s, Split functioned primarily as a transit destination. Many visitors stayed
only briefly, using the city as a gateway to the Central Dalmatian islands. Since that period, no
substantial improvements in urban or tourism infrastructure have been implemented that would
adequately accommodate the rapid growth in tourism demand or the needs of other user groups.

2019. 2020. 2021. 2022. 2023. 2024.
950.000 | 200.000 | 500.000 | 800.000 | 950.000 | 1.050.000

Table 1: Tourist Arrivals in Split (2019-2024)
(Source: Author's calculation based on data from Statistical analysis of tourist traffic in the area of
the city of Split in 2024, Split Tourist Board, available at: https://visitsplit.com/hr/6608/2024-godina

Between June and September, more than 70% of overnight stays and approximately 68% of
total tourist arrivals are recorded. Such an intense concentration of visitors within a short
temporal window significantly contributes to spatial overcrowding. As a result, the destination's
carrying capacity has been exceeded. Tourism in Split is recording national- and county-wide
growth in arrivals, owing to its favourable location in Southeast Europe and the Mediterranean,
whose markets are experiencing steady growth. However, the tourism sector experienced
difficulties in 2020 due to the COVID-19 pandemic, resulting in a significant decline in tourist
traffic. The table shows there was a full recovery after two and a half years. The graph shows
the structure of arrivals from 2019 to 2024 in the area of the city of Split. In 2019, the town of
Split recorded 950,560 arrivals, of which 871,478 were foreign arrivals, and 79,082 were
domestic arrivals. In 2020, the city of Split experienced a significant decline in the number of
guests. There were 208,951 arrivals, a decrease of 78%, of which 161,586 were foreign arrivals,
and 47,365 were domestic arrivals. In 2021, tourism in Split experienced a slight recovery, with
489,655 arrivals, a 134% increase over 2020, of which 416,910 were foreign arrivals, and
72,745 were domestic. The growth trend in arrivals continued in 2022, with the city of Split
recording 801,443 arrivals, a 63% increase, of which foreign guests accounted for 714,027 and
domestic guests 87,416. In 2023, the increase in arrivals weakened but still exceeded the 2020
pre-pandemic level. 965,405 arrivals were achieved, of which 868,579 were foreign guests, and
96,824 were domestic guests. Continuous growth continued in 2024, with a record 1,050,582
arrivals, of which 943,255 were foreign guests, and 107,327 were domestic guests. The above
data indicate that Split's tourism depends on foreign visitors and is therefore highly sensitive to
external disasters, whereas domestic visitors constitute a smaller but more stable segment.
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Chart 1: Number of guest arrivals by month in 2023 and 2024
Source: Author's calculation based on data from Statistical analysis of tourist traffic in the area of the
city of Split, Split Tourist Board, available at: https://visitsplit.com/hr/6608/2024-godina

Data on monthly guest arrivals indicate continuous growth in tourist traffic in 2024 relative to
2023. Compared with 2023, a higher percentage of growth was observed in the months
preceding the season in 2024. The graph also shows pronounced seasonality in the summer
months, although the indicators suggest a shift in guest preferences when visiting Split, with
arrivals outside the primary season increasingly preferred. In 2024, the highest number of
arrivals was recorded in August (203,113), followed by July (202,343). The lowest number of
arrivals was recorded in January, at 14,014. The highest number of arrivals is recorded by guests
from the United States of America, followed by guests from European countries such as the
United Kingdom, France and Germany. Looking at the age structure, the largest share of guests
is in the 25-34 age group, indicating Split's attractiveness to younger populations. According to
the 2021 census, the city of Split has 160,577 inhabitants. When comparing the number of
inhabitants and the number of guest arrivals, it is evident that in the summer months, tourist
arrivals exceed the city's resident population, raising questions about the city's carrying
capacity.

3.1 Residents’ perceptions

A total of 51 respondents from Split participated in the survey. The first part of the questionnaire
focused on identifying basic sociodemographic characteristics, specifically gender and age. Of
the total sample, 36 respondents (70.6%) were female, and 15 (29.4%) were male. In the
sample, the most significant proportion of respondents (39.2%) had completed secondary
education. This was followed by respondents with a completed undergraduate degree (31.4%).
A further 29.4% of respondents had obtained a master’s degree or doctoral qualification.
Educational level is an important factor in the research, as it significantly influences attitudes
and perceptions toward tourism. Individuals with higher levels of education tend to demonstrate
greater awareness of sustainable development concepts. In contrast, those with lower levels of
education are more likely to emphasize the economic benefits of tourism. The results clearly
indicate that the local population recognizes tourism as the dominant economic activity that
most strongly shapes the city’s economic life. A total of 39.2% of respondents perceive tourism
as hurting the city of Split. This is followed by 33.3% of respondents who consider tourism to
have a positive impact on the city. A further 25.5% of respondents perceive tourism's impact as
neutral, while the smallest proportion (2%) believes it has a very negative impact on Split.
Residents of Split do not perceive tourism as a sufficiently strong driver of infrastructural
investment. The majority of respondents recognise tourism's positive contribution to the city’s
cultural and entertainment offerings. Based on the research results, it can be concluded that a
significant proportion of Split's local population perceives tourism as a threat to peace and the
quality of everyday life. Tourism in Split does not enhance perceptions of safety; rather, it
contributes to a sense of insecurity among a substantial proportion of respondents.
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The results indicate that excessive tourism pressure negatively affects the quality of life of the
local community. Overcrowded public spaces, traffic congestion, and pressure on urban
infrastructure constrain daily activities. These effects are most pronounced during the summer
months, when many residents avoid the city centre due to severe congestion. The results clearly
indicate that the local population intensely perceives mass tourism as directly contributing to
rising housing costs. The local population holds a strong belief that mass tourism affects the
prices of basic goods essential for daily life. Residents largely acknowledge tourism as an
essential economic activity. Income generation and employment opportunities are recognized
as key benefits. Nevertheless, dissatisfaction with current tourism development is strong. Rising
living costs, particularly housing prices and daily expenses, are identified as the most serious
problem. Overcrowding is frequently mentioned. Public spaces, transport systems, and cultural
sites are perceived as excessively congested during peak seasons. Infrastructure inadequacy is
another primary concern. Traffic congestion, waste management issues, and limited public
services reduce the quality of life. Social impacts are also highlighted. Residents report
inappropriate tourist behaviour and a gradual loss of local identity. The local population does
not perceive the economic benefits of tourism as being directly reflected in improvements to
their standard of living. Instead, residents view tourism as a factor that undermines their quality
of life, while tourism revenues are perceived to be concentrated among private accommodation
providers and hospitality businesses. The research results indicate a pronounced sense of
exclusion among the local community from tourism-related decision-making processes.Despite
criticism, residents do not oppose tourism itself. Instead, they call for stronger regulation,
improved planning, and sustainability-oriented development.

3.2 Business stakeholders’ perceptions

A qualitative study was conducted to examine business stakeholders’ perceptions of the impact
of mass tourism on sustainability in Split, using structured in-depth interviews. The research
included two tourism-related business actors: a tourism agency manager and a former hostel
owner who currently operates private accommodation. This summary focuses on the interview
with the private accommodation provider. The interviewee described a small accommodation
business that has operated for over ten years, employs one staff member, and hosts exclusively
foreign guests, predominantly older couples. He stated that tourism in Split has reached its peak
and is currently experiencing a mild decline. Business adjustments in recent years have focused
primarily on online marketing platforms and regular property maintenance, with promotion
limited to Booking.com and Airbnb. Cooperation with the local community was described as
minimal and mainly transactional, involving tourist agencies and restaurants. Seasonality was
not perceived as a problem, as the business operates only eight months per year, and the
interviewee saw no value in attracting off-season tourists. Labor shortages were identified as a
growing challenge, with difficulties in finding qualified staff regardless of employment
conditions. Sustainable tourism was defined narrowly, primarily in terms of maintaining service
quality and managing guest expectations. While tourism was seen as financially beneficial in
the short term, the interviewee emphasized its long-term negative effects on residents’ quality
of life, particularly rising prices and overcrowding, and stressed the need for greater
responsibility and coordination by local institutions. The second interview was conducted with
an anonymous manager of a tourism agency operating in the city center of Split, specializing
in one-day excursions and activities. Established in 2016, the agency employs more than 30
staff members during the summer season and five permanent employees during the winter,
serving primarily international guests seeking active and experiential tourism. The interviewee
described tourism in Split as well-developed but predominantly mass- and seasonality-oriented,
which generates significant pressure on infrastructure and the local community.
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Unlike the private accommodation provider, the agency has actively adapted its business model
through relocation, staff expansion, product diversification, dynamic pricing, and extensive use
of digital sales and promotional platforms. Seasonality was identified as a significant challenge,
with approximately 90% of annual revenue generated between April and October. To mitigate
off-season demand, the agency develops smaller-scale packages for domestic and nearby
regional markets and cooperates with hotels and event-based tourism initiatives. Labour
shortages were highlighted as a persistent problem, addressed through employee training and
improved working conditions. The interviewee emphasized that the current tourism model is
not sustainable in the long term and advocated a shift toward quality-oriented, regulated, and
environmentally and socially responsible tourism development. A comparative analysis of
business interviews indicates a high degree of convergence in stakeholder perceptions. Both
interviewees emphasize pronounced seasonality, with revenues heavily concentrated in the
summer months and limited demand during the off-season. Labour shortages emerge as a
persistent challenge, particularly in recruiting and retaining qualified staff. The current tourism
model is widely perceived as unsustainable, as infrastructure pressure and declining service
quality threaten long-term competitiveness. At the same time, tourism is recognized as essential
for local economic viability. Consequently, stakeholders stress the need for a strategic shift
toward qualitative development rather than continued growth based on visitor numbers.

4. DISCUSSION

The findings of this study are consistent with sustainability-oriented tourism research, which
highlights the coexistence of economic benefits and increasing social, environmental, and
infrastructural costs in urban destinations exposed to mass tourism. In Split, tourism continues
to contribute significantly to employment and income generation; however, these benefits are
increasingly offset by pressures on urban infrastructure, public space, housing affordability, and
residents’ quality of life. From a sustainability perspective, the results indicate that Split
exhibits several characteristics commonly associated with overtourism.

The pronounced seasonal concentration of tourist arrivals suggests that carrying capacity
thresholds are repeatedly exceeded during peak periods, particularly in the historic city centre.
Resident dissatisfaction related to overcrowding, congestion, and perceived declines in safety
and everyday comfort signals erosion of social sustainability. Similar patterns have been
documented in other Mediterranean cities, reinforcing the interpretation that these challenges
are systemic rather than destination-specific. Business stakeholders’ perceptions further
complement these findings by revealing underlying economic vulnerabilities. Strong
dependence on seasonal demand and increasing difficulties in recruiting and retaining qualified
labour reduce the resilience of tourism-related businesses and increase their exposure to
external shocks, such as economic crises or sudden shifts in travel demand. While tourism is
viewed as economically indispensable, stakeholders recognise that continued reliance on a
volume-driven model undermines long-term competitiveness and service quality. A critical
implication of the findings concerns tourism governance.

Although sustainability principles are widely acknowledged at a conceptual level, the results
suggest that they are insufficiently operationalised through concrete policies and regulatory
mechanisms. The pronounced sense of exclusion expressed by residents indicates a governance
gap in which local voices remain marginalised in decision-making processes. This gap weakens
community support for tourism development and increases the risk of social conflict. In this
context, the study reinforces the argument that local perceptions should be treated as strategic
indicators of destination sustainability rather than as secondary or subjective opinions.
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Residents’ and business stakeholders’ experiences provide early warnings of capacity
exceedance and declining resilience, offering valuable guidance for adaptive and preventive
policy interventions. Integrating perception-based indicators into planning frameworks could
support a transition toward more balanced, inclusive, and sustainability-oriented tourism
development in Split and comparable urban destinations.

S. CONCLUSION

This study examined whether the current mass tourism model in Split supports long-term
destination sustainability, with particular emphasis on the perceptions of local community and
business stakeholders. Responding to an identified research gap in the limited integration of
local perspectives into sustainability-oriented tourism planning, the study combined
quantitative and qualitative methods to capture a comprehensive assessment of tourism impacts.
The findings demonstrate that, while tourism continues to generate significant economic
benefits for the city, these benefits are increasingly outweighed by social, infrastructural, and
environmental pressures. Both residents and business stakeholders perceive the existing tourism
model as unsustainable in the long term, citing overcrowding, infrastructure strain, rising living
costs, and pronounced seasonality as key challenges. The convergence of perceptions across
stakeholder groups strengthens the validity of these findings and highlights the systemic nature
of the sustainability issues facing Split. Importantly, the results confirm that local perceptions
serve as critical indicators of destination resilience and of carrying-capacity thresholds. The
widespread sense of exclusion from tourism-related decision-making further underscores
governance shortcomings that limit the effectiveness of current development strategies. These
findings reinforce the argument that sustainability cannot be achieved through economic growth
alone, but requires balanced consideration of community well-being and urban resource limits.
From a practical perspective, the study suggests that tourism policy in Split should shift from a
growth-oriented approach toward a sustainability-driven framework. Priority measures include
regulating visitor flows, investing in urban infrastructure, addressing housing affordability,
reducing seasonal concentration, and diversifying tourism activities beyond the historic city
core. Such measures are essential for restoring balance between tourism development and
residents’ quality of life. Despite its contributions, the study has limitations related to sample
size and its cross-sectional design. Future research should therefore employ larger and more
diverse samples, longitudinal approaches to monitor changes in perceptions over time, and
comparative analyses across Mediterranean urban destinations. Such research would further
strengthen the understanding of how perception-based indicators can inform proactive and
resilient tourism governance. The study concludes that sustainable tourism development in
urban destinations such as Split requires a fundamental transition from quantity-driven growth
toward resilience-oriented, community-centred planning. Without such a shift, the long-term
sustainability and social legitimacy of tourism development remain at risk.
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ABSTRACT

The purpose of this research paper is to determine how artificial intelligence (Al) is reshaping
mergers and acquisitions (M&A), with a particular focus on cross-border transactions and
corporate valuation. Building on established valuation approaches such as Discounted Cash
Flow (DCF) and Comparable Companies Analysis (CCA), the study explores how Al influences
deal execution and strategic decision-making, with special attention to differences in
digitalization and adoption among German and U.S. small and medium-sized enterprises. The
methodology applied in this paper consists of extensive desk research, a literature review, and
analysis and synthesis. The empirical research is conducted using a qualitative research
design, with semi-structured expert interviews as the instrument. Research findings indicate
that Al is currently used most intensively in early-stage and technical phases, such as target
screening and buyer list generation, data-room/document structuring, and support for teaser
and information memorandum drafting, leading to clear time and cost efficiencies and faster
initial valuation indications. At the same time, interviewees emphasize that Al remains a
supportive tool: due diligence and post-merger integration are still largely human-led due to
confidentiality requirements, contextual judgment, and interpersonal dynamics. Key barriers
include data quality and standardization issues, system compatibility, regulatory constraints,
privacy and cybersecurity concerns, and risks of bias or overly standardized outputs. Overall,
Al is identified as a transformative enabler for cross-border M&A when embedded in robust
data governance and human-in-the-loop control frameworks.

KEYWORDS: artificial intelligence, mergers & acquisitions, cross-border transactions,
valuation (DCF/CCA), due diligence, SMEs

1. INTRODUCTION

In 1770, Austrian inventor Wolfgang von Kempelen presented the so-called ,,Mechanical
Turk®, a chess-playing automaton that fascinated European audiences by defeating skilled
opponents (Baumgartner, 2024). Baumgartner's (2024) article states that the illusion of full
automation later collapsed when it became public that a human chess master was hidden inside
the device and guided each move. Despite the fact that a human chess master was hidden, the
episode remains a useful metaphor for recurring tensions in technological change: what is truly
automated, what still depends on human judgement, and how society responds to that boundary.
More than 250 years later, artificial intelligence, especially generative Al and large language
models (LLMs) such as ChatGPT and Bard, has again become highly visible to the public and
is rapidly diffusing across professional domains (Baumgartner, 2024). Baumgartner (2024) also
stated that one field expected to be substantially affected is mergers and acquisitions (M&A).
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He states that M&A has long served as a strategic instrument for firms to expand market
presence, gain a competitive advantage, or restructure operations. Traditionally, however,
transaction work, particularly due diligence, has relied heavily on manual analysis performed
by legal and financial advisory (Baumgartner, 2024). Finally, according to Baumgartner (2024),
Al promises to augment these workflows through faster, data-driven processing of contracts,
financial documents, and organizational structures. As an example, he said that Al tools can
support document completeness checks, flag critical clauses, and assist with redacting sensitive
content (Baumgartner, 2024). To assess Al’s potential and risks in M&A in a structured way,
it is first necessary to clarify what M&A encompasses and how transactions are typically
organized. M&A is commonly used as an umbrella term covering corporate transactions such
as the purchase or sale of companies, business units, or subsidiaries, enabling firms to adapt
their strategic direction to changing market dynamics and shareholder expectations
(Rosenbaum and Pearl, 2020, p. 6). A central distinction concerns sell-side versus buy-side
engagement, because each side involves different objectives, responsibilities, and decision
constraints. Rosenbaum and Pearl (2020, pp. 275-311) stated that on the sell-side, a sale process
is often a high-stakes event for owners and stakeholders, seller typically employ an investment
back to structure the deal, evaluate strategic alternative (e.g., full/partial sale, recapitalization,
IPO, spin-off, or status quo), and design the process to balance value maximization, speed,
certainty, and confidentiality. On the other side, the buy-side, acquisitions are often motivated
by expansion, efficiency, or diversification, and can be faster or less risky than building
capabilities internally, a key economic logic lies in synergies such as cost savings, revenue
enhancement, and financial gains from integration - factors that are central to valuation and
strategic rationale (Rosenbaum and Pearl, 2020, pp. 310-311). According to Rosenbaum and
Pearl (2020, p. 313), the M&A strategies also differ by the type of integration pursued. They
mention that Horizontal integration targets firms at the same stage of the value chain (often to
increase market share or reduce competition), while vertical integration spans different stages
of the supply chain — either upstream through supplier acquisitions or downstream through
distributors/customers, to increase operational control. Alternatively, firms may also follow a
conglomerate approach, acquiring unrelated businesses to diversify risk and broaden investor
exposure (Rosenbaum and Pearl, 2020, p. 313). Gibson (2025) found that Al is already
reshaping multiple industries and that organizations face substantial barriers to successful
implementation. According to Gibson (2025), several challenges were discussed at the Harvard
Business School, including insufficient internal Al capabilities, limited cybersecurity readiness,
and difficulties scaling Al across business functions. These constraints are especially relevant
in M&A, where decisions are complex, time-sensitive, and highly confidential. The primary
objective of this study is to assess the impact of Al on M&A transactions and processes, with a
particular focus on valuation, decision-making, and strategic implementation. The paper further
aims to identify where Al creates value, where it introduces new threats or complications, and
which conditions enable effective adoption.

2. LITERATURE REVIEW

According to DePamphilis (2015, pp. 29-32), M&A is a core corporate strategy tool for growth
and restructuring, involving the acquiring firm (the acquirer) and the pursued firm (the target).
Additionally, he mentioned that the central rationale is synergy, i.e., incremental value creation
from combining the firms. The literature distinguishes between operating synergies (e.g.
economies of scale/scope, complementary assets) and financial synergies (e.g., reduced cost of
capital, improved financing capacity) (DePamphilis, 2015, pp. 33-36). Additional motives
discussed include diversification, strategic realignment, market power, tax considerations,
acquiring undervalued assets, and behavioral/governance drivers such as agency problems or
managerial pride (DePamphilis, 2015, pp. 34-38).
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Cross-border M&A involves firms from different countries and is complicated by legal
differences and institutional frictions (Anggadol, 2024; DePamphilis, 2015, pp. 114-115).For
example, a key Germany-U.S. issue is evidence discovery: the German civil-law system
restricts broad discovery, while U.S. procedures can impose extensive disclosure obligations,
including mechanisms relevant to foreign proceedings (Legal Information Institute, n.d.;
Alexander Thorlton, 2013). According to Stryker (2024), Al is generally defined as a
technology that enables machines to perform tasks associated with learning, reasoning, and
decision support. In finance, Al is used to enhance data analysis and automate processes such
as risk management, fraud detection, and compliance, which supports faster and more data-
driven decisions (Finio and Downie, 2023). Moreover, as M&A becomes more complex and
data-intensive, Al is argued to improve execution by processing large datasets, surfacing early
signals, and streamlining workflows (Yadav, 2025). Secondary data indicate a clear
acceleration of AI adoption and measurable efficiency gains in M&A-related tasks.
Specifically, industry evidence suggests that Al adoption in M&A increased from 10% in 2018
to 50% in 2023 (GEP, 2025), pointing to a rapid mainstreaming of Al tools in transaction
environments.

In addition, published figures indicate that Al-supported target identification can outperform
traditional approaches, with reported success rates of 85% for Al-based target identification
compared to 55% for traditional methods (Anshuman Yadav, 2025). The same secondary
sources also suggest substantial time savings in transaction workflows, whereby the average
due diligence duration is reported to decrease from 85 days to 42 days when Al tools are applied
(Anshuman Yadav, 2025).

3. METHODOLOGY

To determine the impact of Al on the future of M&A and global cross-border transactions, a
qualitative research design has been adopted. This approach has been chosen for its suitability
to exploring complex, context-dependent phenomena and for gaining deep insights from
experienced professionals. To address the research objectives, two primary data sources have
been used. Firstly, secondary data has been gathered from existing academic literature, industry
reports, white papers, and publicly available publications. These sources have been
systematically reviewed to establish a theoretical foundation and to identify current trends,
challenges, and opportunities associated with Al integration in M&A processes. Secondly,
primary data has been collected through a series of semi-structured expert interviews. These
interviews have been conducted with professionals and decision makers in the M&A sector,
including investment bankers, consultants, and corporate development executives with relevant
expertise in Al implementation.

The interviewees have been selected using purposive sampling to ensure the inclusion of
participants with substantial practical experience and insight. Each interview has been guided
by a predefined interview framework to maintain consistency while allowing flexibility to
explore individual perspectives in depth. The interviews have been recorded and subsequently
transcribed. The data has been analyzed using thematic analysis, which has identified and
categorized recurring patterns, viewpoints, and insights. By combining findings from the
literature with expert opinions, this study aims to provide a comprehensive understanding of
how Al is influencing valuation methods, decision-making processes, and strategic integration
in cross-border M&A transactions. Furthermore, attention has been paid to sectoral differences
and geographical distinctions, particularly between German and U.S. mid-sized enterprises.
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4. RESEARCH RESULTS

Research results are classified by the most important aspects of Al's effects on the future of
M&A and global cross-border transactions, including the current role of Al in transactions and
valuation work, changes in the M&A process due to Al, advantages and disadvantages of using
Al, and differences in adoption.

4.1. Current role of Al in transactions and valuation work

Across the interviews, Al was described as already playing a meaningful but partial role in
M&A. In valuation-related work, Al tools can provide an initial indication, for example,
through the multiplier method and peer-group suggestions, while, on the other hand, they still
require manual validation of underlying data and assumptions. In practice, Al was also reported
to support pitch decks, longlists, investor searches, and virtual data rooms, where Al-enabled
features help with translation and automated redaction. At the same time, experts emphasized
that Al should not replace human expertise and that manual verification remains necessary for
quality and decision-making precision. In the Southeast European context, Al was described as
having only a minor role, mainly supporting information gathering and basic technical analysis.

4.2. Observed changes in the M&A process due to Al

The interviews indicate that Al primarily improves M&A processes by increasing efficiency in
repetitive, standardized tasks and document-heavy workflows. One concrete example described
reducing dispatching time (previously ~8—9 hours) to under half an hour through Al-supported
automation. Beyond speed, the study reports a redistribution of work, with routine tasks
reduced, freeing capacity for more strategic responsibilities. A broader organizational effect
mentioned is a shift in staffing dynamics: fewer junior roles are required for repetitive tasks,
while remaining junior staff can be empowered more quickly to take on responsibility. This
was interpreted as a form of partner empowerment and even a “democratization” effect: smaller
teams and smaller firms may enter the market more easily, potentially reducing the dominance
of large traditional players. However, the extent of change is described as context-dependent,
shaped by organizational readiness, market maturity, and the level of Al sophistication. In
underdeveloped markets (e.g., Croatia), Al use was again described as limited to narrow stages
rather than transforming the full transaction process.

4.3. Where Al is used most across the M&A deal phases
Al was most consistently associated with technical and preparatory phases, particularly:
1. Data room processes (wWhere providers increasingly embed Al functionality),
2. Early-stage deal sourcing (target screening, buyer list generation),
3. Document drafting/structuring (teasers and information memorandum), often as a
“sparring partner” for structure and formatting.

In contrast, post-merger integration (PMI) was highlighted as a phase where Al is rarely used
due to the centrality of human interaction and cultural integration, whereby due diligence was
described as an area of cautious Al use, sometimes helpful for double-checking or identifying
overlooked points, but the core analytical work remains with humans. Negotiation and
interpersonal aspects were consistently identified as areas where Al applications remain
minimal.

4.4. Advantages and disadvantages of using Al

A central advantage repeatedly emphasized is time and cost savings, especially for repetitive
tasks (e.g., teasers, longlists, standard contract elements such as APAs).
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Al was also framed as enabling teams to handle more projects in parallel without hiring
additional staff, improving efficiency and potentially margins. Further advantages mentioned
include agility, working with smaller teams, and adapting more quickly to new markets. At the
same time, the interviews stress several risks associated with using Al:

- Data privacy risks, especially when using tools like GPT in sensitive deal contexts

- Prompt and input dependency (poor prompts — poor output)

- The need for human verification to avoid mistakes (including reputational damage)

- Risks from uncertain data

- A potential tendency toward standardization of outputs (loss of individuality/USP) if

many advisors rely on similar Al-generated results.

Overall, Al is presented as powerful for efficiency but not safe to use without strong
professional judgment and verification.

4.5. Differences in adoption

The study reports that Al adoption differs across industries, levels of digitalization, and
organizational contexts. Based on expert observations, Al use appears more extensive in
consulting and technology-driven sectors, while more traditional sectors (e.g., mechanical
engineering) are perceived as slower to adopt due to slower digitalization. In addition, Al was
described as being more widely used by larger IT firms, while smaller companies and
organizations in tightly regulated or underdeveloped markets remain cautious. An explicit point
made is that employees' age was not considered a decisive factor; instead, sector-level
digitalization and readiness were emphasized. Taken together, these secondary-data indicators
support the overall argument that Al is not only spreading across M&A practice, but is also
associated with faster screening, improved matching in deal sourcing, and shorter execution
timelines - especially in data- and document-intensive phases of the transaction process.

S. DISCUSSION

The results of this study indicate that Al is already reshaping key elements of M&A work,
primarily through process acceleration and analytical support rather than full automation.
Across the interviews, Al use concentrates on early-stage and technical phases, especially target
screening, buyer list generation, and document structuring, where repetitive, document-heavy
tasks can be standardized. In these phases, interviewees report clear time and cost efficiencies,
as well as faster initial orientation for valuation-related work (e.g., first indications based on
peer groups or multiples). This supports the paper's broader argument that AI’s near-term
impact is strongest where workflows are structured, and speed is critical. At the same time, the
findings underline that AI remains a supportive tool. Core transaction stages that require
confidentiality-sensitive judgment, nuanced interpretation, and human interaction, particularly
due diligence in its deeper analytical sense, negotiations, and post-merger integration, remain
largely human-led. Interviewees emphasize that Al outputs still depend heavily on input quality
and, therefore, require careful validation. This is especially relevant in cross-border settings,
where institutional and regulatory constraints, data availability, and system compatibility can
vary widely and limit the practical use of certain Al tools. A key contribution of the study is the
identification of barriers that shape how far Al can go in M&A, including data quality and
standardization problems, system compatibility issues, regulatory constraints, privacy and
cybersecurity concerns, and risks of biased or overly standardized outputs. These barriers help
explain why adoption is uneven across sectors and regions. In line with the paper’s focus on
German and U.S. SMEs, the results suggest that differences in digital maturity and readiness,
rather than employee age are decisive for Al implementation.

250



Therefore, Al becomes most transformative when embedded in robust data governance and
human-in-the-loop control, allowing firms to capture efficiency gains without compromising
confidentiality, quality, and accountability. Finally, the study is exploratory. The qualitative
approach and the interview sample provide depth but limit generalizability across industries
and markets. Future research could build on these insights by expanding the interview base
across countries and deal types, and by quantifying efficiency effects (e.g., measurable changes
in due diligence duration, sourcing effectiveness, and valuation workflow speed) over time.

6. CONCLUSION

This research paper is set out to determine and explore how artificial intelligence is reshaping
mergers and acquisitions, with a particular focus on cross-border transactions and valuation
work. Based on a qualitative research design combining secondary research with four semi-
structured expert interviews conducted in July 2025, the study shows that Al is already
influencing M&A practice in tangible ways, most clearly through efficiency gains, faster access
to information, and improved handling of large document volumes. Overall, the findings
indicate that Al is currently used most intensively in early-stage and technical phases of the
deal process. Typical applications include target screening, buyer list generation, data-room and
document structuring, and support for drafting teasers and information memoranda. In
valuation-related work, Al can accelerate initial orientation and provide faster first indications.
However, it does not replace established approaches such as DCF and CCA, which remain
highly dependent on correct inputs, deal-specific assumptions, and professional judgement. As
a result, AI’s main contribution today lies in speeding up analysis and preparation, rather than
fully automating valuation or decision-making. At the same time, the study highlights clear
limits to Al adoption in M&A. Due diligence in its deeper analytical sense, negotiation
dynamics, and post-merger integration remain largely human-led because they require
confidential, judgment-based decision-making, contextual interpretation, and interpersonal
interaction. Across the interviews, Al is consistently framed as a supportive tool that requires
human verification. Key barriers include data quality and standardization challenges, system
compatibility issues, regulatory and compliance constraints, privacy and cybersecurity risks,
and the danger of biased or overly standardized outputs. Taken together, the results suggest that
Al can become a transformative enabler for cross-border M&A, particularly for SMEs when it
is embedded in robust data governance and human-in-the-loop control frameworks. Adoption
and impact are likely to remain uneven across sectors and regions, depending on digital maturity
and organizational readiness. In practical terms, the decisive question is not whether Al will be
used in M&A, but where it creates value without undermining confidentiality, accountability,
and deal quality. Future research should build on these exploratory insights by expanding the
empirical base across markets and deal types and by quantifying AI’s effects on speed, sourcing
accuracy, and transaction outcomes over time.
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