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Labour Discrimination Related to Pregnancy and Motherhood in Croatia

Hel ga gpadi
PhD, Assistant Professor
Department of Labour and Social Security Law Faculty of Law

Josip Juraj Strossmayer University of Osijek, Croatia

Abstract

In 2012, Croatian Office for Gender Equality published report on position of pregnant workers and wol
mothers on the national labour market. Survey results clearly demonstrated concerning situation in the
market where every second pregnantwasrdiemissed due to pregnancy. The remaining 50% of
pregnant workers and working mothers faced denial of one or more labour rights due to pregnancy or
childcare. Apart from violation of basic human rights in the labour market, pregnant wprkers and worki
mothers faced discriminatory practices in financial sector i.e. denial of right to take bank loans. These
practices are contrary to current Croatian labour and gender equality legislation, as well as European
international legal standards relgieateotion of pregnant workers and working mothers. Nonethless, due
to high national unemployment rate, women faced with labour discrimination rarely use available legal
remedies. This paper analysis legal framework applicable to labour disczgniaatiaorkEps and

working mothers, primarily through the lens of applicabladfuispeanmunautaieDirectivest

also investigates case law of Croatian courts and the European Court of Justice related to labour
discrimination of pregnant workers and working mothers. More specifically, research explores converg
and divergences of national and European.clise &m of the paper is to contribute to academic
discussions on the labour market gender equality and measures necessary to achieve full respect of ¢
national and international legal standards.

Keywordsdiscrimination, pregnant workers, workiexg ngethder equality.

1.1. Introduction

International legal protection of pregnancy and motherhood is rooted in fundamental human rights instrumen
Convention of the Rights of Child (further: CRC) and the Convention on Eliminatidbisdritifatios ajainst
Women (further: CEDAW). CRC in Article 24 d requires State Parties to ensurenajgirapdgtaegatal health

care for mothers and the Convention on Elimination of All Forms of Discrimination Against Womevh{éirther; CEL
in Article 12.2. requires State Parties to ensure all appropriate services in connection with pregnancy, confinem
postnatal period. Later Convention expanded need to provide particular legal protection to pregnant workers tt
stpulation of Article 11.2 concerning prevention of discrimination of women on grounds of maternity. Conve
obl i ged S taketappropriate meaasures td poohilit, subject to the imposition of sanctions, dismissal ¢
grounds of pregnancyf maternity leave and discrimination in dismissals on the basis of marital status and to int
maternity leave with pay or with comparable social benefits without loss of former employment, seniority
all owanceso (CEDAaW,| yl 9r7e9qgu.i rGHDASN aitnei tParti es to i
pregnancy in types of work proved to be harmful t
legislations under the evolving body of gendgrlaguahd has moved from absolute prohibition to introduction c
measures of protection. Revised European Social Charter from 1996 followed human rights standards and provi
protection to pregnant workers in Art. 8, including regulatinitydtavatenight work and breastfeeding break,
stipulation on unlawfulness of dismissal during pregnancy and protection of pregnant workers or new mot
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dangerous, unhealthy and arduous work. Finally, the Charter on Fundamental Rights deandqtiinaioles of
prohibition of dismissal related to maternity (Art. 33.2 of the Charter).

As women were entering labour markets in larger numbers, protection of pregnancy and motherhood has adv:
human rights legal framework to labdrmntework. In recent decades, we witnessed development of impressi
legislative efforts at the international, regional and national levels aimed at providing protection against disc
related to pregnancy and motherhood in the workplaegall tfatropean Union has been the most instrumental
and active in legislating improvements of safety and health of pregnant women and recent mothers at work.
normative activities, European Court of Justice has supported prohibitatioof atisttrarbasis of pregnancy or
motherhood at work, including prohibition of dismissal based on pregnancy, which they considered as c
discrimination (Grgurev, Ceronja, 2011). Lately, European Union has embarked on new round whdegotiations
unions and employers on a new package of rights aimed at providing even stronger legal protection from dismis
mothers. Such progress did lead to improved national regulatory framework and case law in many of the Euroj
countriesbut not all. Croatia as the last European Union member still struggles with a need to ensure €
implementation of international and regional legal instruments and its own national gender equality and labour |
to the protection of pregpand motherhood. This paper will try to shed a light on the most pressing legal issues r
to the violations of international legal standards of labour protection of pregnancy and motherhood in the
extremely high number of dismissalgrdmireorkers on the Croatia labour market that was noted in 2012 Gen
Equality Report of Croatian Ombudsperson for Gender Equality (Annual Report 2012). In order to analyse the
will look into the Europ&eouis communauttairéhe area of protection of pregnancy and motherhood at work, cas
law of the European Court of Justice and national regulation, primarily through the lens of labour law, but also 1
lens of gender equality lawdastimination law and dorisinal law.

1.2. European Legal Framework Applicable to Protection of Pregnancy and Motherhood

European Union has tackled issue of protection of pregnant workers and new mothers in several key C
Chronologically, the first important legaldnstor female workers was adoiosctif/e 79/7 of 19 December 1978

on the progressive implementation of the principle of equal treatment for men and women in matters of soci
followed b@€ouncil Directive 86/613/EEC of 11 Decemtuer tt@B86épplication of the principle of equal treatment
between men and women engaged in an activity, including agricuttonp|dyeal selpacity, and on the protection

of selemployed women during pregnancy and matherhood

Further on, Union haspaeidDirective 92/85/EC of 19 October 1992 on the introduction of measures to encou
improvements in the safety and health at work of pregnant workers and workers who have recently given b
breastfeedind ater on, Union Member States hgpeedadoeDirective 2000/78/EC4 on establishing a general
framework for equal treatment in employment and p@ng@irentive 2002/73/EC5 on amending Directive
76/207/EEC on the principle of equal tredimmmtealized new legal challengedatioegf equal opportunities

and equal treatment of men and women in employment and has addpiettieed20@8/645 July 2006 on the
implementation of the principle of equal opportunities and equal treatment of men and womeloymeratters of el
and occupatidn. matters of parental leave, particular import&icetinas 2010/18 of 8 Marchigiémenting

the revised Framework Agreement on parental leave concluded by BUSINESSEUROPE, UEAPME, CEEP and
repealing Directive aJudie 199@ue to changes of contemporary employment trends and newly identified le
challenges applicable teeseffloyed workers, in 2010 Member States agreedicectjveabf 11 December 1986
andadopt new and modemrective 2010/41 of y 200L®n the application of the principle of equal treatment betweer
men and women engaged in an activity-emgpksiéd capacity.

In the context of this paper and research of legal norms that are relevant to analyze the topic of legalqyrotection o
and motherhood and prohibition of labor discrimination and dismissal based on pregnancy and motherhood, it i
to gorito the more details of one particular Directive, which is Directive 92/85/EC prohibiting dismissal of pregnar
Directive has explicitly acknowledged that pregnant workers, workers who have recently given birth and bre
mothers at worlea@roup of specific risk. Furthermore, preamble of Directive explains possible harmful conseque
dismissal due to pregnancy or motherhood to the physical and mental state of pregnant workers, workers who h:
given birth or who are brealitige Therefore, EU legislator rendered it justified to lay down absolute prohibitic
dismissal of pregnant workers and new mothers.
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Two key provisions relevant for our research are provisions of Article 10 about prohibition of disnaissal and At
defense of rights. Directive stipulates obligation of a Member State to regulate absolute prohibition of dismissal
workers from the beginning of pregnancy to the end of the maternity leave, unless justified by public inte
substardted grounds for dismissal or under the consent of the competent authority. Directive also stipulates ob
a Member State to protect worker from unlawful dismissals in breach of the provisions of this Directive an
legislation. Second\sions is even more important for our discourse as it is provision on duty of Member Ste
fintroduce into their national legal systems such measures as are necessary to enable all workers who should 1
wronged by failure to comply withlitiegtions arising from this Directive to pursue their claims by judicial process (an
in accordance with national laws and/or practices) by recourse to other competént gutbdritte® c t i ve ¢
12).

In line with above mentioned inbealagnd European legal framework, the case law of the European Court of Jus
has been very instrumental in reinforcing that labor discrimination related to pregnancy and motherhood is |
unlawful and in violation of the EU Directives. Tine Bi$ @us considered dismissal or any discriminatory practice
against pregnant woman or mother as straightforward cases of sex diasénidblini8fekkew Stichting
Vormingscentrum voor Jonge Volwassen¢tO@IsECR3B41; €79/88Hanels og Kontorfunktionaerernes
Forbund | Danmark (Hei@gnsk Arbejdsgiverforefidg0] ECR3B79; €32/93Nebly EMO Air Car§t0994] ECR

I-3567, €21/9MHabermanBeltermammArbeiterwohlf§t994] ECRLB57).

In Paquay case, the Court has ri@vethndard of protection from dismissal for pregnant women or new mothers ¢
further deciding that protefitiost be interpreted as prohibiting not only the notification of a decision to dismiss o
grounds of pregnancy and/or of the bittiidblaring the period of protection set down in paragraph 1 ofthat article
Directive 92/85/ERut also the taking of preparatory steps for such a decision, such as searching for and fin
permanent replacement for the relevant employde,cdef@etd o {G460/M@aguaypSediete d'alchitectes

Hoet and Minne SPRQ07] ECR8611). Such position of the European Court is crucial as it extended meanin
Directiveds provision referring to the protected

Therefore, national courts should cavedulipee whether the employer has commenced search for a replaceme
employee during the protected period, as well as immediately after the return to work of a new mother and if tf
case, dismissal should be declared unlawful.

On the matter of A.of Directi@2/85/EC referring to provision of effective judicial protection in cases of dismiss:
grounds of pregnancy and motherhood, the EU Court has brought imporasel €8&i@8/irginie PontiT-

Comalux (§R009] ECRLD467)In this case, the Court declared discriminatory to set particularly short limitation p
(in this case, of 15 days, shortened by post delivery of written distoi$ealenatiegnl remedy available in order to
assert rights following dismisala pr egnant wor ker . C o u reridered gractidally e r e
i mpossible the exercise 8ubsequentetCeurt considéred rthe standaidyf C
effectiveness of judicial remedy in light of peiréonfstances related to pregnancy and inability to prepare the leg
case and seek legal aid within unreasonably short limitation period.

1.3. Croatian Legal Framework and Case Law Related to Pregnancy and Motherhood at Work

Croatian Constitution (Ofti@aktte No 56/90, 135/97, 8/98, 113/00, 124/00, 28/01, 41/01, 55/01, 76/10, 85/10, C
explicitly protects maternity in general and motherhood in relation to workplace in articles 62. and 64. Directive
has been implemented into Croatiartitegtslieough provisions of three laws: Labor Law (Official Gazette No 93/1
Law on Occupational Safety at Work (Official Gazette No 71/14, 118/14, 154/14) and Law on Pregnancy an
Allowances (Official Gazette No 85/08, 110/08, 34/11, B4)18) ft%&/paper, we will focus on provisions of the
Labour Law because it has been the main source of legal protection of pregnant workers and new mothers fror
and unfavorable treatment at work. Croatian regulation of protection eflwarkeegibascy and motherhood or
fatherhood refers to absolute prohibition of disnmgsategnancy, maternity, paternity or deygiopatime

work, work with reduced working hours due to increased careldavea athdtdsence of a paeg woman or
breastfeeding mother, leave of absence or wedueathworking hours due to care for a child with developmente
disabilities, and duringda$gs after termination of a pregnancy or any of those rights (Art. 34.2 of the Labour |
Disnssal is null and void if employer knew about pregnancy or parenthood or if worker proves it by certified med
within 15 days following dismissal (Art. 34.3.). Only legally justified exceptions to this prohibition avehdeath of en
is a ntural person, closure of a craft and liquidation of the company. In all of these cases, employment cc
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terminated regardless of statutory provisions. Violation of absolute prohibition of dismissal by employer is con
the most severe violaof labour law and fined by the maximum fine as stipulated by the article 229.9 of the Labo

According to the Croatian Labour Law, all labour disputes should firstly be referred to the employer who has
period of 15 days to responohloger fails to deal with the request for protection of right or fails to reinstate the |
worker has further limitation period of 15 days to refer the matter to the court as per Art. 133 of the Labour Law

In addition to labour legislation, Cisatiea very elaborate laws on prevention of discrimination and gender equa
as well as fully functional mechanisms of protection of human rights through institutions of Ombudsperson and
Ombudsperson for Gender Equality.

National Supreme Court has ruled that absolute prohibition of dismissal for pregnant and new mothers means tt
on dismissal could not be legally enforced as long as worker is using his pregnancy or parental right, regardles:
that termation of work would be enforced after cessation of pregnancy or parental right (Supreme Court of Cr
1805/01 of 1.10. 2002).

If we look into the statutory provisions of applicable national laws, we could conclude that pregnant workers
madhers in Croatia do enjoy sulfficient level of protection from dismissal or discrimination at work based on pre
motherhood. Formally, this is certainly well regulated area of labour and gender equality law. It is also harmoniz
relevantmpvisions of the EU law Directives, primarily B8&iE€ on the introduction of measures to encourage
improvements in the safety and health at work of pregnant workers and workers who have recently given b
breastfeedintn reality, ArslReport for 2012 of Croatian Ombudsperson for Gender Equality disclosed results o
ofakind survey according to wehy second pregnant woman in Croatia was dismissed due to pregnancy.
remaining 50% of pregnant workers and working oeutlueriéh of one or more labour rights due to pregnancy or
childcare. Apart from violation of basic human rights in the labour market, pregnant workers and working mot
discriminatory practices in financial sector i.e. denial of righkttosaiee Bhase concerning practices were not
subsequently followed up by relevant state authorities demonstrate deeply rooted issues closely linked to dis
and gender inequality. In those circumstances, it would be expected that nudispere talixms, but actually,
according to the data of trade unions, number of national labour disputes is constantly decreasing. Reasons f
be found in domestic unemployment rate being currently at 15%, with female unemployment cingell above
numerous other factors limiting internal labour mobility of all categories of workers, and particularly pregnant w
new mothers. Legal provisions on protection of pregnancy and motherhood have a very little impact unless w
seek rekss at labour tribunals, as it is stipulated in @2/86t&€ on effective judicial protection. In Croatian context,
effective judicial protection means very limited, if any, options to use free legal based on income and ler
complicated prage of approval. Having in mind short limitation periods of 15+15 days to seek judicial redr
unlawful dismissal, in practice free legal aid could probably not be activated so quickly due to legal constraint:
requirements to use fred ldaThus, pregnant women and new mothers faced with unlawful dismissal during preg
or parental leave are expected to expose themselves to search for a legal representative, preparation of a c:
court, additional costs during pregnanatherhood and complicated court procedures. On the other side, Croati
courts are still in favour of awarding relatively small amousttis pfitalbampensations. Plaintiffs are also faced with
great uncertainty of reinstatement of labour reéatialty & labour relation was between a worker and a private
employer.

Due to numerous obstacles to effective judicial recourse in cases of labour discrimination of pregnant worker
mothers and weakening of trade unions, specially in fmivateesethey became virtuallgxigtent, the best
solution would be to expand mandate of one of the existing getisetiminatitin bodies to be able to legally
represent pregnant workers and new mothers in all cases of unlawful digmdgsahdyeot motherhood. In this
way, women who become victims of sex discrimination at work related to their reproductive rights would deal !
simple redress procedure and would use expert assistance at no cost. Having in mindurimgpitdinpreteicting

of all reproductive rights at all stgggeticularly during employinins justified to shift a burden of labour dispute
recourse from pregnant workers and new mothers to specialized, fully staffed state fundedpbyt independent

10
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1.4. Conclusion

Labor protection of pregnancy and motherhood is one of the cornerdisprenindaat law and gender equality.
Having in mind that only female workers encounter pregnancy related work discrimination anddismidgate unlawf
due to the fact that employers consider them as financial burden during their absence from work, legislators |
particularly vigilant on legal regulation of protection of pregnancy and parental rights at work. Leveling labor 1
discrimination of pregnant workers and new mothers to other forms of labor discrimination is unfair and fails to ac
special vulnerability of pregnant workers and new mothers. The mere notion of absolute prohibition of dismi:
pregnancy améw motherhood at the European level was adopted with the intention to protect women during repi
absences from adverse consequences of their fundamental human right to procreate to their employmen
Normative protection has very lietionless it has meaningful judicial remedy available for violation of that protec
In last several years, exceptionally high number of pregnant workers in Croatia is dismissed because of their pr
and it seems all those pregnant workarable and unwilling to engage in traditional labor dispute. In order to fi
implement international human rights standards and European legislation in the area of protection of pregnant v
new mothers, access to judicial recourse shooltsizered and modeled in a way that allows easier access to labc
tribunals. This can be done through amendments of labor legislation that would allow involvement of state bodie:
equality or adgtiscrimination bodies, so that victims otgexr@ition based on pregnancy or motherhood would be
able to fully realize their fundamental human rights and their labor rights.
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Abstract

This research is realized in city of Peja, a city in the western part of Republic of Kosovo. In this rese
included 40 small enterprises (27 in the center of the city and 13 in the periphery). From them 37 en
were established from farnitiaridual capital, whereas only three enterprises were corporations. TI
research is |l ed from two correlation hypothes
has a positive relation with the empowering oftdrenshiodthgyt e r m obj ect i ves of t
is made correlative analysis and we have the statistical[proQ2tiarp< .00&hich supports the first
hypothesis. Thus a genuine strategic management affects in the empowering andttieesrefection of
term and lorgrm objectives of small enterpfisése s econd hypothesis of

strategy affects in the rise of financi al i nd
productiop=-.220p< .172, gesult that is not significant and it does not support the second hypothesis of
research.

KeywordsStrategic, Management, Small, Enterprises, Commune, Peja

Introduction

The idea and the concept of this research wdgterses a positive relation of strategic managementevitin short
and longerm objectives of the small enterprises arnfithedmesiness strategy affects the raise of financial indicators
In the analyzed part of literature is cited for temaaband especially for the strategic management. After raising
hypothesis and realization of the research methodology is concluded that strategic management is interrelate
empowering of sHerm and loAgrm objectives in the entenptieeeas the results of this research it did not result
that business strategy affects in the raising of the financial indicators.

Literature Reviews

The word management derives from the wor doSethe man
Croatian there is not an adequate unique meaning,
I'n most of the cases in this context are ublad ter
speakers in these countries for t Inépaeaishthe simiartetmdsr r o
called odmanejero which means you are taught to do

has these apnyms: placement, regulation, planning, inspection, direction, achievement of goals, realization,
domination, rigging incurrence and deception. If we analyze all these synonyms we can conclude that thes
regulation, planning, inspeatiganization, direction or realization. All of these have the meaning of one way pro
the manager says to his Ainferioro employees what
(inferiors) are equipments to achieveiarcetg oal . They often call the man
hando, because the right hand does exactly what t
that supervisors have excellent views in certain §Ramtisag, 2007).

Many authors have studied the similarities between management and placement. The well known theoretician
of placement theory H.A. Simon uses the term placement as a synonym for the management. In fact, the author
itthat the process of placement equalizes itself with the phase of making decisions, something according to the
many authors is wrong, because the process of placement includes all the phases of placement and not ju
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decisions. We musténawvmind that from the content that is understood with the term management, and also taki
consideration main functions of leadership is seen that it greatly fits with functions of management ,that mean:
management and leadership oftsgrameyms. So report between the management and placement is similar with
report between leadership and placement. Naturally we have to do with managerial placement and with n
decisions. According to Akia Murrtiun making decisions nelspectigatyis the primary function of management
.Whereas Yock Duncani states that if placement is not the only function of management, then it is surely its mg
(Kuka, Shirofula & Krasnigi, 2006).

Management is a process to fulfill thevedjeith and through other people. This means you should be able to pl
what must be done, to organize the material, means and equipments and also you should organize and lead
perfect these goals. In general, there two extreme styles ehtndhageity are somewhere in the middle. One of
the extremes is dictatorial one. They are considered, autocratic managers, who use their authority to make de
then they order the others ho-3mtervaot idoon 0t hwahte.r eT hteh eo t
have the right to make decisions and to do their jobs, within determinations. Managing style depends from that
you trust your employees and also from their abilities. Researchers have found that effieiepleyleadersthip
results from task combinations which must be done, type of employee, managers behaviors and from reward
(Mustafa, 2004).

Management shows a relatively universallzativitge principles are applicable almost i afl éietthomy and
society: productivity, bank, trade, agriculture, sport, army, health religion, and international businemsitetc. Also if \
different organizations which are profitablprofinorganizations or subjects and in the samiz¢isneeuestion

how to make them functional or how to govern and lead them, and then comes under consideration the reque:s
have in common and how are called all these people in these organizations from the different ones who
organizigonal work of these subjective. From this derives that these people are created with the name as m
whereas their entire common activity is called mafRaersat 2007).

What is strategic management? As an answer to the question sebmittesltileoof this text, we can say that after
strategic managemento hideo people who ar Bstratehyl i ga-
as one of the highest functions in the enterprise is responsible touldraateig structure which will serve for
overbuilding of business performances through additional activities (Biznesi.Info, 2012).

Strategic management initially has its origin from army strategies and as a process is transferred in the mane
strategies in economy and then-profitrorganizatiolbe wordl s t r derives rgmihe ancient Greek, in the years
507508 before our era, where military council of Athens, consisted ten members wBichtegpivith|gpeat
politcaand mil i tary power. In the semantic and origin
Greek Encyclopedia f; mastery to direct something
twentieth (XX) centimthe US, in 1970, companies have implemented strategic management only 25%, in the 8C
in the 90s 85% and from the year 2000 100%.This is an indicator that in the economical enterprises in the F
Kosovo, by all means should start ntut trihk for strategy but also to use the newest technologies of managem
until to the software managing process. Every period has its own characteristics of the development and the
company behaves in such conditions. The switch of confpany fommbhc ept as #fAcl osed sy
especially the impact of the of sidxtdynal factors have conditioned the evolution of the probleretic of long
program. Today is implemented the strategic management to forecast thegifumenaBeatent is as a
consequence of internationalization of the trade as a new form of the world trade that has impacted in the sh
lifecycle of the company and exploiting cycle of products, whereas related with this also & (Mespatdit lifecycl
Kotorri, Krasnigi dhe Shala, 2010).

In the strategic aspect, management refers to the role of developing of the main objectives of activity and forr
longterm plans for realization of these objectives. With the purpose aff treafipatjonanagement identifies stocks
or strategies which should be undertaken and évalstgttz] 2008).

According to the all authors, strategic management is the permanent process of adjustmestiobtiredergsrprise

also its impact pess in the suburb, in harmony with the goals of the company. Can be given definitions of d
aut hors, but perhaps more summarizing is:0The pro
determines the direction of thedonglevelopment of the company and its duties, by creating a strategy, its realiz:
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and permanent evaluation of realization, means that strategic management it is defined as a process which in
in years the goals of the company, formulatiereaadution of the strategy and its control performance. According
Thompson and Striklend, in the process of the strategic management are foreseen five tasks: development (p
strategic vision; determination efetomgyoals; creatiortte strategy and goals achievement; implementation and
existence of strategy; the evolution of realization, review of new development and initiative of regulative c
(Mustafa, Kotorri, Krasniqi dhe Shala, 2010).

The main characteristics of smaliprises are innovations .Small enterprise often is the source of new material
processes, ideas, services and products. Most of the products nowadays derive from small enterprises. Small
have done more than the half of the invetitienasin30 years. In the 80s and 90s small enterprises have made 80
of the employments of the new working places. The spreading of the small enterprises in Kosovo, by the dyna
seen in three phases: a) first phase from 1991 to 1993, hasedwmd {994 to 2000 and c) third phase from the
year 2001. The establishment of these enterprise:
happened from the necessity to create new jobs for the people who were exrpeSadaft@ntevprises have
characteristics which can be known easily: they arewAkibiigans switching activities in the light of changes of
the market conditions and the quick adjustment of the capacity of request; direct relagomsHipe dorjigyter

has intern relationships with his employees and customers: the possibility of employment; management from ¢
independence during the manag@imresi.Info, 2013).

Hypothesis

1. 0Strategi c man ag etyndgtmthe stheagthenang gisnsrtand lorgen oljextives efdche i v
small enterprises.

2. 0Business strategy affects in the rise of finan
METHODOLOGY
Participants

This research is realized in city of Peja ipubkckd Kosovo, in this research are included 40 small enterprises (27
the center) of the city and 13 prethhery. Fralvem 37 have been faniil@gividual businesses whereas only 3 have
been corporations. The meeting with the manageentétpeses is realized in beginning of the June, in their object:
where they do their business activity.

Instrument

From the type this research is quantitative and for the collection of the data is used a questionnaire \kith 27 ques
are mainlgbout goals, objectives and organization of the enterprise structure and managing strategies of the en
The questionnaire has been simple and there were no open questions but only multiple questions and to each c
subjects have had tpheartunity to circle only one from the offered alternatives.

Procedure

To realize this entire questionnaire it was necessary to collect quantitative data from field with the applicat
guestionnaires in enterprise. In each business object we have gone separately and it is contacted the mane
enterprise anarfn him was required to fill in a questionnaire about the strategic management of enterprises. F
beginning are informed the managers that the questionnaire is anonymous and confidential, and then all of 1
accepted to fill in theestionnair@hedata are elaborated with statistical program SPSS.
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RESULTS

Table 1: Correlation between strategic managementennad ahdriorigrm objectives of the enterprises.

Correlations

Strategic management (Shortterm and lortgrm

enterprises objectives

Pearson Correlation 1 .502**

Sig. (Zailed) .001
Strategic management of enter

N 40 40

Pearson Correlation .502** 1
Shortterm and lorigrm objectiveSig. (Zailed) .001

N 40 40

**_Correlation is significaiiea®.01 leveki@led).

To testify the first hypothesis of this reSéatelgic management has a positive relation with the empowering of t
shorterm and loAgrm objectives of the small entefprises

is made the correlative analysis dral/evéhe statistical production. [r=.502**, p< .001].

Table 2: Correlation between business strategies and financial indicators.

Correlations

Business strategy and work Financial indicators

ethics
Pearson Correlation 1 -220
Business strategy and work eSig. (2ailed) 172
N 40 40
Pearson Correlation  -.220 1
Financial indicators Sig. (Zailed) 172
N 40 40

To testify the s e c Busidesststyafegytffecssnithe rise df the finandal indiesstasl afthe h
enterprisés, is made the correlative [E1R2|prxdi2s and we ha
Conclusions

In this research is discussed relevant literature about what is understood with the word management, is cit
strategic management for the small enterprises and business organizations .It is concluded that management |
to direct, to léand to achieve certain goals. Regarding to the strategic management is understood that is as a
as a plan which helps in the realization of #tegrshemtl lorigrm objectives. Therefore for every enterprise small,

middle, or big one, goodagament and especially strategic management are important components that every bu

enterprise should possess. Then are raised two hy
The first hypothesis of this researéch®/dsr at egi ¢ management has a positi
termandloniger m obj ectives of the smal/l enterpriseso, i

[r=".502** p< .00&hich supports the first Ingsit. Thus a genuine strategic management affects in the empoweri
and the reflection of the ¢bort and lorgrm objectives of small enterprises.

The second hypothesis of this researchomwas, 0Bs s mi
correlative analysis and we have this statistical dred@@tymp< .172 rasult that is not significant and does not
support the second hypothesis of this research.
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Appendice
Questionnaire

1. Your enterprise:is
a)Familiandividual business
b)Corporation

c)Business with limited responsibilities

2. In which areia your enterprise?
a) center
b) periphery

3. Which is your position in the organization where
you work?

a) Executive chef or member of the highest team
management

b)Financial manager

¢) Manager of Marketing and sales

d)Manager of production

e)Manager bfiman resources

f) Manager of lower level or supervisor

g)Other (please specify
4.How is organized the structure in your
enterprise? Manager of the company
a) Yes

b) No

5..How is organized the structure in your
enterprise? Accounting

a) Yes
b) No

6.How is organized the structure in your
enterprise? Purchasing manager

a) Yes
b) No

7. How is organized the structure in your
enterprise? Sales manager

a) Yes

b) No

8. How is organized the structure in your
enterprise? Human resources

17

a) Yes
b) No

9. Shorterm and longerm objectives? Sale of
production

a) Yes
b) No

10. Shorterm and longerm objectives? Quality of
the product

a) Yes
b) No

11.Shortterm and longerm objectives?
Profitability

a) Yes
b) No

12. Shorterm and longermobjectives? Survival
a) Yes
b) No

13. Shorterm and longerm objectives? Social
generality

a) Yes
b) No

14 Shortterm and longerm objectives: moral of
employees, and good relationships between them

a) Yes
b) No

15. What factors have encouraged ytergrise
to choose the customers:

a) Demographic factors

b) Soci@conomic factors

c) Psychological factors

d) Perceptual factors

16. Strategy of the cost leadership: Levels of
competition
a) Not at all
b) Very little
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c) Little

d) Neutral

e) Moderately

f) Largely

g) In a large extent

17. Strategy of the cost leadership: Reduction of
the cost product

a) Not at all

b) Very little

c) Little

d) Neutral

e) Moderately

f) Largely

g) In a large extent

18. Strategy of the cost leadership: Reduction of
the addional costs

a) Not at all

b) Very little

c) Little

d) Neutral

e) Moderately

f) Largely

g) In a large extent

19. Aims of enterprise objectives: Earning increase

a) Very poorly
b)Poorly
c)Below average
d)Over average
e)Good

f)Very Good

20.Aims ofenterprise objectives: Income increase

a) Very poorly
b)Poorly
c)Below average
d)Over average
e)Good

f)Very Good

21.Aims of enterprise objectives: Return in
investments

a) Very poorly

b) Poorly

c) Below average

d) Over average

e)Good

f)Very Good

18

22. Ams of enterprise objectives: Cost reduction

a) Very poorly
b)Poorly

c) Below average
d)Over average
e)Good

f)Very Good

23. Aims of enterprise objectivesprovement of
the quality

a) Very poorly
b)Poorly

c) Below average
d)Over average
e)Good

f)Very Gad

24. Business strategy and work ethics
a) The effect of the enterprise in your suburb

b) Work ethics and interpersonal relationships in the

enterprise

c) The responsibility as base in the society in which we

work

25. Financial indicators: Income
a) Méeium

b) not important

¢) Important

d) Very important

26. Financial indicators: Capital
a) Medium

b) Not important

¢) Important

d) Very important

27. Financial indicators: Profit

a) Medium

b) Not important
¢) Important

d) Very important



ISBN 9788890916168

Recent Ideason Economics, Financend Business

2017

Tables
1. Your enterprise is:
|Frequency Percent \Valid Percent Cumulative Percent
Familiaindividual business 37 92.5 92.5
92.5
\Valid Corporation 3 7.5 7.5
7.5
Total 40 100.0 100.0 100.0
2. In which area is your enterprise?
Frequency Percent \Valid Percent Cumulative Percent
Center 27 67.5 67.5 67.5
\Valid Periphery 13 32.5 32.5 100.0
Total 40 100.0 100.0

3. Which is yopwsition in the organization where you work?

|Frequency Percent \Valid Percent Cumulative Percent
Executive chef or member of the
team management 37 92.5 92.5 92.5
Financial manager 3 75
\Valid 7.5 :
Total
40 100.0 100.0 100.0

4. How is organized the structure in your enterprise? Manager of the company

JFrequency

Percent

\Valid Percent

Cumulative Percent

\Valid Yes Jso

100.0 100.0

100.0

5.How is organized the structure in your enterprise? Accounting

JFrequency Percent \Valid Percent Cumulative Percent
Yes 38 95.0 95.0 95.0
Valid No 2 5.0 5.0 100.0
Total 40 100.0 100.0

6.How is organized the structure

in your enterpRsehasing manager

JFrequency Percent Valid Percent Cumulative Percent
Yes 29 72.5 72.5 72.5
Valid No 11 27.5 27.5 100.0
Total 40 100.0 100.0

7. How is organized the structure in your enterprise? Sales manager

JFrequency Percent \Valid Percent Cumulative Percent
Yes 35 87.5 87.5 87.5
Valid No 5 12.5 12.5 100.0
Total 40 100.0 100.0

19




ISBN 9788890916168

Recent Ideason Economics, Financend Business

2017

8. How is organized the structure in your enterprise? Human resources

JErequency Percent \Valid Percent Cumulative Percent
Yes 19 47.5 47.5 47.5
Valid No 21 52.5 52.5 100.0
Total 40 100.0 100.0

9. Shorterm and lorigrm objectives? Sale of production

JFrequency Percent \Valid Percent Cumulative Percent
Yes 37 92.5 92.5 92.5
Valid No 3 7.5 7.5 100.0
Total 40 100.0 100.0

10. Shoiterm and lorgrm objectives? Quality of the product

JFrequency Percent Valid Percent Cumulative Percent
Yes 39 97.5 97.5 97.5
Valid  No 1 2.5 2.5 100.0
Total 40 100.0 100.0

11. Shoitierm and lorigrm objectives? Profitability

JFrequency Percent \Valid Percent Cumulative Percent
\Valid Yes | M) 100.0 100.0 100.0
12. Shoiterm and lorgrm objectives? Survival
JFrequency Percent Valid Percent Cumulative Percent
Yes 24 60.0 60.0 60.0
Valid No 16 140.0 40.0 100.0
Total 40 100.0 100.0

13. Shotterm and lortgrm objectives?

Social generality

JFrequency Percent Valid Percent Cumulative Percent
\Valid Yes | ) 100.0 100.0 100.0
14. Shotterm and lortigrm objectives: moral of employees, and good relationshipeivet
Frequency Percent [Valid Percent Cumulative Percen
\Valid Yes 40 100.0 100.0 100.0
15. What factors have encouraged you enterprise to choose the customers:
IFrequency Percent \Valid Percent Cumulative Percent|
Demographic factBarieeconomi 375 375
. factors 15 375 27.5 65.0
Valid Psychological factors 11 27.5 5.0 70.0
Perceptual factors 5.0 25 72.5
2 25
11
Total
40 100.0 100.0 100.0
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16. Strategy of the cost leadership: Levels of competition

Frequency Percent \Valid Percent Cumulative Percent
Not at all 1 2.5 2.5 2.5
Neutral 5 12.5 12.5 15.0
\/alid Moderately 6 15.0 15.0 30.0
Largely 13 32.5 32.5 62.5
In a large extent 15 37.5 37.5 100.0
Total 40 100.0 100.0

17. Strategy of the cost leadership: Redu

ction of the cost product

Frequency Percent \Valid Percent Cumulative Percent
Moderately 10 25.0 25.0 25.0
\alid Largely 10 25.0 25.0 50.0
In a large extent 20 50.0 50.0 100.0
Total 40 100.0 100.0

18. Strategy of the cost leadership: Reduction of the add

itional costs

Frequency Percent \Valid Percent Cumulative Percent
Not at all 1 2.5 2.5 2.5
Neutral 1 2.5 2.5 5.0
\/alid Moderately 8 20.0 20.0 25.0
Largely 14 35.0 35.0 60.0
In a large extent 16 40.0 40.0 100.0
Total 40 100.0 100.0

19. Aims of enterprise objectives: Earning increase

JFrequency Percent \Valid Percent Cumulativieercent
Over average 11 27.5 27.5 27.5
\/alid Good 11 27.5 27.5 55.0
Very good 18 45.0 45.0 100.0
Total 40 100.0 100.0
20.Aims of enterprise objectives: Income increase
JFrequency Percent Valid Percent Cumulative Percent
Over average 4 10.0 10.0 10.0
\Valid Good 18 45.0 45.0 55.0
Very good 18 45.0 45.0 100.0
Total 40 100.0 100.0
21.Aims of enterprise objectives: Return in investments
JFrequency Percent \Valid Percent Cumulative Percent
Average 1 2.5 2.5 2.5
Overaverage 13 32.5 32.5 35.0
Valid Good 11 27.5 27.5 62.5
Very good 15 37.5 37.5 100.0
Total 40 100.0 100.0
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22. Aims of enterprise objectives: Cost reduction

IFrequency Percent \Valid Percent Cumulative Percent
Poorly 1 2.5 2.5 2.5
Average 3 7.5 7.5 10.0
\/alid Over average 14 35.0 35.0 45.0
Good 5 12.5 12.5 57.5
Very good 17 42.5 42.5 100.0
Total 40 100.0 100.0
23. Aims of enterprise objectivissprovement of the quality
JFrequency  |Percent \Valid Percent  |Cumulative Perce
Overaverage 10 25.0 25.0 25.0
Valid Good 11 27.5 27.5 52.5
A% Very good 19 47,5 47,5 100.0
Total 40 100.0 100.0
24. Business strategy and work ethics
|Frequency  |Percent \Valid Percent [Cumulative
Percent
3 7.5 75 75
Work ethics and interpersonal
relationships in teterprise
\/alid Thg responsipility as base in th
society in which we work 37 92.5 92.5 100.0
Total 40 100.0 100.0 100.0
25. Financial indicatbdsome
Frequency Percent \Valid Percent Cumulative Percent
Important 16 40.0 40.0 40.0
Valid Very important 24 60.0 60.0 100.0
Total 40 100.0 100.0
26. Financial indicators: Capital
JFrequency Percent Valid Percent Cumulative Percent
Important 16 40.0 40.0 40.0
\Valid Very important 24 60.0 60.0 100.0
Total 40 100.0 100.0
27. Financial indicators: Profit
JFrequency Percent Valid Percent Cumulative Percent
Important 22 55.0 55.0 55.0
\Valid Very important 18 145.0 45.0 100.0
Total 40 100.0 100.0
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Abstract

This paper addresses the issurgl@bendent institutions in Kosovo that are constitutional category, the
operation and role within the state, problems and challenges that arise especially in those areas that
of regulation is very sensitive. The key focus in this stud@is pif@r contains analysis of political
influence on financing and appointment in decision making bodies. Furthermore, it includes analys
political independence from industry. These issues will be addressed according to the guidelin
recanmendations of the European Union compared with domestic legislation and various European p
This study has been done using secondary data, and it concludes that Independent Institutions in Ko
not immune from the political and industngésf] and it provides some recommendations on how to avoi
such influences.

Keywordsinfluences, Independence, IMC, financing, political, industry

1. Introduction

Independent institutiplaga very important riolacontemporary soci&tyeiindependenderelation to state bodies
and politicapartiesessentiallyeflects thelemocraticulture development congeiptellectsocialdirectionand
expectationsf citizens.

The more powedunbindependeate théndependeirtstitutiongheir decisiomsll besobeneficidbr societies where

they operat&herefordt, is vitahatindependeiistitutioninctioon the basis e principle lsdlancand control
withfullresponsibiligndaccountability to theblidnterestSocieties that have emerged out of transition, wars, or those
that have embraced the liberal political concept of decision making, have immensely benefited from the inc
functioning of these institutifanthermoréese institutiohave corbutedyreatiyothecountrg democratization,
economidevelopmenfreedonof expressipsocialequalityandin the process Bliropearand Eurdtlantic
integration

The Republic of Kosovo, along with tHeudthtey process has worked reguldmdylegal infrastructure and funding

in order to strengthen independent institutions gradually and function in harmony with the directives of the Euroy
Despite the great progress that has been exceptionally made in recent yearstindependeeaiity still are not
immune to political and industrial interferences.
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The purpose thiis researdh to conduct an objective evaloatiom functioniafjindependent institutioriéosovo

with particular emphasihernndependdviedia Commission (IMGe to the rolissfunctiomndimportance in direct
relation witprinted and electromiediaAndindirectontribution of timstitutiom all areas anidi el ds of K
society

2. Literature Review

2.1 Influences in thindependent Institutions

Separatioandbalance of powgandhich was previoyabt aheoretic formulaticaise@arlyinageneral fornfJohn
Lockeand fullglaboratedndargued bivlontesquigi®mari2011)almosa centuriater itstillhas ifluencenthe
state organizatiandoperation gbliticahstitutions.

The reason why miastitutions have been craatége mi@0s it may bhat in mo&uropean countries,bktical
system hashangedWehave gone through the procesgpewatizaticandliberalizatiq®ilardin008)andinthe
same timthere has beerioss of trug thanstitutions.

Now, the independent institutions are responsible for the exercise of their activity, as guaranteed by the const
otherlegal acts. Th@erform activitieglependenttyn a specific arghatis independefromother branches of
governmenBesidesheautonomin carrying out their activitiesraés alsahecontromechanismvhichaim is to
preventheabuse of peer In the RepublicKdsovanstitutionsave beeoreated based on thrciple dfalance
andcontropowersThe Constitutiontleé Republic ikbsovan itsarticled, defineseparation of powéEsnstitution
ofRepublic ¢fosovp2008.

As a point of study in this research will be the Independent Media Commission in Kosovo (IMC), which is an ir
body and its powers are defined by Article 141 of the state top act on, (BawstgtiticioREpublic ¢fosovo,

2008, thisinstitutionis responsibler the regulatiomanagement and supervisighedfroadcastinffequency
spectrum

Besideshe Constitutiontbé Republic Kbsovpthe powersf the IM@redefinedy the Law dvC,among other
thingsthe law stipulat¢hatMCregulates the righibligationand responsibilitiesafural and legal persehs
providenedia servicasidiandaudiovisuélLlawon the Independent Commigsidiediano.04/ L-44,March 20)),
licensepublic and privdtmadcastergivingntitieguthorized the rightuse frequenciashe frequency spectrum
of therransmissioandlicensesllaudiovisuahedia serviceandunder théerms of the license, ifd@uires those
who obtaitorespect thewand regationsssued biMC

Viewed from the perspective of a number of competencies, necessarily doubts are raised that where they are c
members of the decision maker? Who appoints them? Or can they be independent from the influences of exte
to perform their function properly? , and for all issues and dilemas raised the mind goes to the legal basis which
the appointment manner, that what criteria the law of the IMC has defined.

Butinthis papexcept thiawwe have referredlierecommendationithe Committeedvihistero member states
onthe independenardregulatorfunctionRecommendatiohthe CommitteeMihisterto member statestbe
independen@ndregulatorfunctiondRecommendatiBec(200023. Ammg othewherehelegislativeblamework
specifiethat Member Stag®uld ensutke establishment amimpedefiinctioningfregulatorguthoritiefor the
broadcasting sechy devisingn appropriate legal framewidik rules angtoceduregoverningr affecting the
functioningfregulatorguthoritieshoulalearhaffirmand protetheirindependence

Duties andowers dhe regulatory authoritieghe broadcasting seatwd the waysaking theaccountahléhe
procedures fapmintmenf their membexsdthe meangf their fundisgould belearly defined by lamdwithout
doubthesearetwoelementthatsignificaninpact the regulatoigependengdeecause if we haaiticappointment
orisfundinghat goethrouglyovernmeibntrglobviousiwe do not haiedependenceo we nealiclear definition
inorder tprotect thimdependence of institutddany interventi@speciallpypolitical forceseconomimterests
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To this endhe recommendatioithe Committee of Ministerssees thahould be sspecific rulesgarding
incompatibilitys defineth order to avoitlat regulatory authorai@sunder the influen€golitical powerembers

of regulatory authorities toexercise futions ohold interests othercompanies arganizatioria the mediar
relatedsectorswhichcould lead ta conflict of interd@st connection with membexshtpe regulatory authority
Furthermoreules should guararttesthe members of thesghoritieare appointéda democratic and transparent
way notto comdrom interest groupet to belose to theornottake instructions franyexternabody Butthis is

not enougthatonlya provisioim the lawuperficiallp note that #seactions are npérmissible

Where weshould focus anoreis the wayof appointingandidateso decisiomakingbodyfor the independent
institutionshe right tnominateandthebarriers to become a candidatevekisémportaigthecompositioof the
committeedealingvithinterviewingndselection of candidaesually done by deputies and it all is dictated by party
recommendatjothensee howo achieve the objecthatan institutidre independehegal regulatiomustclearly

specify thactions to be takerachieve the goal

Based on our reality and what is required by IMC law, certainly we notice some shortcomings starting it that
criteria is that it does not allow IMC employees to be membestoafribkindgcivith this prohibition law lawmakers
make a legal and practical error here, when we say so, we consider legal law of Kosovo civil servants whict
provide these prohibitions.

While the practice part is that the IMC staff througtereetiseare associated with the regulation of the media and, i
is said that they are professional in this area, and to forbid them to obtain such positions is certaifityénabsurd in
more, it is another point of the law which stipulategethatnployees of the IMC in two (2) years are after leaving IM
are strictly forbidden to be considered for positions in decision making body. This means that if a person want
in their professional career should be out of professfonadfiouegars and after this period, such candidates certainly
will be have lack of relevant information and not very competent to rumakinddnislpnThe purpose of these two
provisions are entirely without any analysis and are not basactioe ahindependent institutions within the country,
or even international practices.

3. Methodology

In this research, qualitative methods will be used with the focus IMC, as an independent institution in Kosoy
analysis will be adaptetketive a more efficient research. This research was developed based on secondary data
existing literature, reports from various international academic journals, and existing laws. These data are de
reliable sources, impartial and académacvery high level of quality.

Dataanalysisised in thistudy is of the interpreteaniquerhe most commamalysisfqualitative daobserver
impressigra situatiowherethe researchebserves anahalyzes the dataterpretshroughhie formation ah
impression amelportshe impressiamthe structurémtmandquantitativeometimes

4. Analysis

4.1 Political Influences

Also, with the law of the IMC is tried to avoid political interference inftappointesnts makiimgpiossible to

be a member of the decisiaking persons holding public positions, elected and appointed (the public officials) or p
who have been in these positions during the last two (2) years, members in the leadership positiynarof a politi
persons who have been in these positions during the two (2) years (Law on the Independent Commission for
04/ K44 , March 2, 2012). The lawmaker apparently even here have not well specified, since in practice many hi
official®f political parties are presented who are not elected and are not part of the governing body, such as the
of head of political parties or political party spokespersons, and other similar cases, where these individuals are
too close toolitical parties, while the law does not provide stops for them.

Continuoysolitical interference are evidismhentioneihinternationedports (Kosopeogresseport2014)which
stateghat the independencenedliaegulatanasbeerchallenged Ipplitical interference
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Besides political interference, the other problematic is the impact of industry or interest groups that &eive the gre:
and for this the law determines, but still does not clearly specify that persditsanwbialhiaterest, directly or who
currently work or who has worked in any broadcaster in the operation of telecommunications or broadcasting
IMC in the last two (2) years, cannot be nominated for the members -oh dkéendemisipn

4.2 Impacts from the financing

It can rightheconcluded théieseestrictiorsremore fatlustratioaf the layas oppose to achi¢hve certain effect,
thereason ithatif we refer the law dhe IMCandstopfirstatwaysof financingwe not¢hatalthouglthe IM®y
lawcollectshe license f¢eawon the Independent Commifsitdediano.04/ L-44,2 March 20),2he samés
unable tatilizefor its servicaghichmeanghe use of these ¢@nform rules as stated in the law for Hgemant
ofpublic financgsutas a wagffinancingMC, allocated financial resources from statarbudgeseen.

The funding manner of independent institutions in general is not assessed practically, because there is not :
speciafunding structure. Part of the majority of these institutions is funded directly from the state budget of Ko
the exception of a |imited number that are all owe
good executiah payments, most institutions fail and face difficulty to collect revenue other than those that are <
from the central budfee. survey that is done by the OSCE on the financing of independent institutions shows tl
low budget prevents themerform their activities and functions due to insufficient budget. Separate budget line:
the central budget are too small in relation to the initial demands that these institutions consistently address (OS

In current situation, to ovexdorancing barriers and in order for the independent institutions to exercise their powe
of influences, the lawmakers should amend the laws and provide means of financing other than from state buc
income that derives from licenseiiessad penalties, membership fees directly should go into the institutions whe
belongs. The state role should be only of supervision nature to ensure that payments are received and processe
to existing laws.

4.3 Impacts from Industry

The mai point that foresees the recommendation of the Committee of Ministers is the impact of the industry, -
stop just at this issue we see that here except for cases of conflict of interaskingjegesioave to do with the
impact of the inthyspower, which especially happens via media through various television stories based or
reporting while at the same time we can say that this is blackmail, and it occurs prior to taking a decision that
harms the interests of indusirgrpla

The lavdoes not hawtrict and clear restrictiand,icasuallynention a festopsandwe can saatthe essential
elementsf the impaof theindustrare noaddresseth the law die IMCexcepbthersioes not stdp be parbf
thedecision making bgeoplevhohavetheir relativdaea management positiomanycompanghat their woik
related t&MG orother cassetslimitsonlyforlasttwo yearsvhich means thatddew years regulataf the media
can beyuided bfpmerjournalistndformeeditoofa particulamedium

5. Conclusion

We can clearly observe that the three key elements that an independent institution to be independent have
adequately addressed by the legislation in force, and for s iladadbehat independent institutions face problems
of political and financial influence at all times. There have been different influences that have started with af
method of decision making bodies, the way financing as well as dtfleedittsdram interest groups.

Tothisend this has beamnguednternatione¢portssuch a&osovo ProgreReporof 2014butnot onlywhoamong
othersstress thandependeinistitutionarechallenged Ipplitical interfererarelotheiintervations
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In order tavoicpoliticahndotheiinterventioni is necessaty think abaut

1 Areformation of tlegal regulatiotimtguarantethe functioning of thesgitutions
1 To have a special care at the means of financing (from the income generated by the services they perfor
state budget);

E ]

The criteria that should be met for the candidates to become members of decision making body;
The compositioncofmmittederinterviewingndpreparing tHmalistof candidates
A cleadistinction of competerimsveen theéecisiommakingpowershicharetemporargndprofessionataff

thatis permaneraindto ensure thhothwilldo their joindependently
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Abstract

The Small Medium Enterprises are benefited with factoring agresieematage af financing scheme.

The process of this scheme is more efficient since it is not required collateral, no time consuming and
for the account payable management as well as protection to the enterprises. The main obggttive of this
is to formulate a social engineeringanalshoiguide to regulate the factoring agreement for financing
scheme to the observed Small Medium Ent&éhwipesgressive law, welfsstat, agreement, and the

other relevant theory have bededifi this study. Further, the methods of legal pluralism and integrat
with normative, sociology, and philosophy approaches have been invoked in this study. The result indi
a positive prospect are found soundly. But of course neednansitrorgtc@mong the stakeholders in
charged of A (academician), B (business), G (government), and C (community).

KeywordsFactoring, Agreement, Small Medium Enterprises, Law, Indonesia

I.INTRODUCTION
A. Background

Up to nowany business sectors, especially small and medium enterprises face many problems in their business
The problems generally associated with the ability and limited capital resources, weak marketing capabilities, w
of credit managemieuat to the increasing number of bad loans. Askelasitiess continuity is threatened, which

in turn makes the company obtain additional financing through finance institutions.

With factoring, companies can obtain financing more easilythad Quickiaining funds from banks. In addition,
with the support of experienced personnel and experts in the field, the factoring company can help @vercome d
credit management, so that the seller accounts (creditors) may be moreconce#satgroduction and sales
activities.

Factoring is a financing that can be done by the Financing companies as defined in the Presidential Decree No.
which was later repealed by issuing Presidential Decree No. 9 of 2009 oitiHinaftieghsitieratioof the
government issued the decree is to support economic growth, the public needs funds, and the provision of
deemed to be expanded so that itsa®ke means developing funding sources).

The main principlehia procurement of financial institutions is to help small and medium enterprises in the procu
of capital for business continuity. @hisvislenefrom the absence of an obligation for employers to submit materi

28



ISBN 9788890916168 Recent Ideason Economics, Financend Business 2017

guarantees (collateral) torohtads through financial institutions, one of which is through factoring. It is different frc
bank, which has been defined in the Act No. 7 of 1992 as amended by Law No. 10 of 1998, which requires th
submit warranty.

Article 1 pointiddmesian Presidential Deblee9 of 2009 stipulates that "the Factoring Company is a business ent
that conducts business in the form of firthecpgchase of skerim receivables as well as the maintenance of
accounts."

Factoring is an actiwibjch essentiadly agreement. Factoring agreement is not specifically regulated in Civil Code
other legislation. Settings available until now only administrative in nature, whereas the rights and @sligations of
is not regulated. Factaxgrgement may increase in Indonesia based on the principle of freedom of contract (Articl
paragraph (1) Civil Code). Factoring agreement can be subordinated to Civil Code Pursuant to Article 1319 (
which regulates the named and no narsEtay.

AccordintpJenie, factoring agreement is a new type of independent agreement (sui generis). Factoring has admi
functions, protection of credit, financing function. Financing servicésPaoobratiragthrough the transaction or
cantract, Factoring Company can proviot@peéng up to 80% of total accounts receivable. Transactions can be me
on the basis of risk without recourse factoring the bills stalled taken over by the Factofingricomgsznyidss,

do the factiog company to servesthieeof the client's credit managemefihadoing services can be divided into
four, namely: Credit investigation, Sales ledger administration, credit control, including collection.ringhis case t
companynonitarsdes made by either party clients, including billing proceduddbatithdateivablaccounts

to be disbursed in time, Protection against credit risk by seeking ways to safeguard against toaghisgibility of r
receivables (bad debts).

In afactoring agreement basically there are three parties involved, namely: (Factoring Company); The selle
receivable (client); debtors/ customer. Factoring Companies is a business entity that conducts business finan
form of purchase adtransfer and management oftshorbills receivable or a company from trading operations
inside or outside the country. AccarBijagran, sellers Company receivables (client) is the party with the receivab
arising from the sale of goodswcegto customers with credit terms. The customers is the party who owes mon
the company selling the receivables as a result of the purchase of goods or services from companies selling r
with credit terms.

Accordintp Jenie, factoring agmeent is an agreement in the form of standard agee#raexrgréement form and
content heebeen prepared in advance by one of the parties, namely by the Factoring clentpanty .athept

or rejestthe agreement. If judging the overatit¢batagreement emphasizes client obligations rather than rights. Tt
shows an imbalance in the relationship between the client with the Factoring Company.

An imbalance in the legal relationship of the parties which resulted in a lack ofteghbmigetsionhile special
arrangements regarding the factoring yet it is very urgent to do law reform in a comprehensive manner, in orde
to the factoring arrangement. Therefore, we need a model factoring agreement to praviteddayatequtotect
between the parties, especially in the development of small and medium enterprises.

B. The Problem of The Research

From the description of the background of emerging research issues as follows.

The problems of this study are:

1. How is thimplementation of the factoring agreement for the development of small and medium enterprises in
2. What are the obstacles that arise in the use of factoring in the development of small and medium enterprises

3. Hovisthe model setting factaagmgement in the future for the development of small and medium enterprises?
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Il. Materials and Methods
A. Function Bactoring

In Article 1 pointr@lonesian Presidential Dédoe® of 2009 stated that "the Factoring Company is a business enti
tha conducts business in the form of financing the purchaterrofreleeivables as well as the maintenance of
accounts."

Knowindhe factoring activiiggtoring is an activity which essentially is an agreement. Factoring agreement is
specificallyegulated in Civil Code and other legislation. é3etivajlable until now only a mere regulation of an
administrative nature, while establishing the rights and obligations of the parties is not regulated. Featoring agre
enter and expandmdonesia based on the principle of freedom of contract (Article 133&pal&yeiphatbying
agreement can be subordinateiyitaCodPursuant to Article 1319 Civil Code, which regulates the treaty named a
not named.

AccordintpJeniepn the provision in respect of receivables purchase agreement as stiQdeectheiaCiaiting
agreement hatear similarities with the receivables purchase agreement. But to establish that the factoring agre
a receivables purchaseagemnt as stipulateinilCodes also difficult. This is because there is no provision in the
factoring agreement wHimésnot contain in the provisions of the agreement oftisefrianidhse of receivables,

while these provisi@msprecisely éhtypical characteristics of a factoring agreement, which distinguishes it from
agreement of sale and purchase of receivables outstanding, so iit saa hevgaige of agreement independent
(sui generis).

According to Ramlan Ginting, fadtasitige following functions.

1. Administrative Functions.

2. Functions of credit protection.

3. The function of financing.

Regarding the factoring sepitcas be divided into two main parts, namely:
a. Financing services

Accordintp Djumhana throutjte transaction or contract, Factoring Company can gioaitzngrep to 80% of

total accounts receivable. Transactions can be made on the basis of risk without recourse factoring the bills st
over by the Factoring Company. Accordosggie (1995: 7) In ¢heethat the Company Factoring provides
services financing, it can providieg@neing to 80% or even 90% of the total accounts receivable, soon after the sig
of the factoring agreement, and the production of evitlnotguiisis (invoices ) to the Factoring Company, as well
as after the fulfillment of the other conditions.

b. Ndfinancing services.

In thecasethat the Company Factoring providiesmzingervices, the company serves the interests of the client's
credit management.fMancingervices can be divided into four, namely:

1) Credit investigation, before approving the purchase of receivables, the client requested Factoring Company
the ability to pay of the customer.

2) Sales ledger admirtistna together with sales accounting functions, which regulate the administration of
receivables.

3) Credit control, including collection. In this case the factoring compangondojteitsalesarty clients, including
billing procedureipatate that the accounts receivable to be disbursed on time.
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4) Protection against credit risk. In this case Factoring Companies seek ways to safeguard against the possil
cashig receivables (bad debts).

There are several types of factamiogg othefrom the perspective of the client's involvement:

(1) Recourse Factoring, the type of factoring, which, if the Company Factoring did not get a bill from the custom
client is still liable to pay it off. There is even a kind®ffaetming which provides an option for the Company's
receivables factoring to sell back to the client.

(2) Without Recourse Factoring, which is a type of factosraydtrainpbill along with all the risk entirely on the
Factoring Company. THubere is a failure in the collection of accounts receivable, the responsibility of the Con
Factoring themselves and the client no longer in charge, unless there is an element of fault on the part of client

B. Legal Relationship of the PartiethéoFactoring Agreement

In a factoring agreement basically there are three parties involved, namely:
a. Factoring Companies (Factoring Company);

b. The seller or bills receivable (clients, client);

c. Debtor (debtors, customer)

Factoring Compaisyabusiness entity that conducts business financing in the form of parchassfemdf
receivables as well as the maintenance of a company from trading operations inside or outside the country. Sell
Receivable (client) is a company thainskor transfeceivables arising from commercial transactions to the Compan
Factoring. Accordiodjairan Company receivables seller is the party with theadsiigdines the sale of goods

or services to customers with credit termag \emdpanies such receivables are comprised of companies th
manufacturer, supplier, or wholesalers who usually sell goods or services to others for resale to the final consu

Company customershe party who owes money to the company sellingatilesesea result of the purchase of
goods or services from companies selling receivables with credit terms. The company's customers can
manufacturers, suppliers, wholesalers, or retailers that sell goods or services to the end consumer.

Accadingto Jenie, factoring agreement is an agreement in the form of standard agreement, i.e the agreement
content has been prepared in advaagmtiy. In general factoring agreement is made raw, in this case the rights :
obligations of the tie have been determined by the Company Factoring-sikiee arlignaccepts or reject the
agreement.

According to Kusumowardani, Factoring Company does not require collaterdifsoffictenttéents ensure that

the receivables are sadlthlde to the customer. This is one of the characteristics of financing with factoring
distinguishes it from financing that distinguishes it from financing services in the fortiapfdistitigloshss it

from financing services in theofdvemk loans.

C. Method

This study uses a triangular concept of legal pluralism, whiclphitegptésal approach, natural law (morality /
ethics / religion, Normative approach, state law (positive law, sociological approach, scagtalgsorid hegal
location of this research is DKI Jakarta and Semarang and primaryasatasivitiess consists of: (1) Institute of
makers of Law (Law Making Institution): government, Parliament, (2) Stakeholders (Role Occupant), namely g
business, community; (3 ) Institute IMPLEMENT Sanction (Sanction Activity Institutions) or the Law Enf
Institutions, namely Judges; (4) Domain Expertise: Legal Experts Economics and Technology, Law and Societ!
and Business Law, Contraw, Security Law, Law of Financing.

The data in this study was obtained through the activities of observation, interviews, conducted indepth inter
operended questioasd closed questions . The research is fitted with a researchpitimraayy @ata analysis
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techniques used Strauss and J. Corbin, the researchers analyzed data from the field . Conduct an analysis of :
juridically, philosophically and sociologically then used to make the setting ideal constractiagreétherfatdori
provide legal protection for the development of SMEs. Secondary data analysledeatisactad inductive logic.

The validity of the data relies on the "degree of reliability” (level of confidence) or credibiligchiaiquiasatation
methods.

Ill. Results and Discussion
Theimplementation of the factoring agreement for the development of Small and Medium Enterprises

In the agreement there are three stages, the pre contractual, contracordtactdglosit thre-pontractual stage

It occurs offer and acceptance between the parties client and factoring companies. Contractual stage occurred
is no agreement between the parties. Furtherrrmmetraoktal phase is the implementation phase ohtkatagree
The agreement should be based on the principles of law contract which includes:

1. The principle consensualisme: the agreement is based on agreement.

2. The principle of freedom of contract: the freedom of de¢epaitiesthe parties, the dbrime agreement, the
agreement.

3. The principle of pacta sunt servanda: the binding force of the agreement, meaning that the agreement tha
agreed as the law applicable to the parties.

The results showed that the factoring agreement masgstiéestibs of a standard agreement, as drafted unilaterally
by the Factoring Company. Clients only have the option to accept or reject the agreement. Clients are not involve
up and did not have the opportunity to change the contents affeetoent that has been made in the form factoring
agreement. With the signing of factoring agreement, it is considered that the client has approved the agreement
to the agreement, although if judging the overall content of the gurasirentient obligations rather than rights.
This shows an imbalance in the relationship between the client with the Factoring Company.

The imbalance and these deviations can be further described as follows.
1) The obligation of the client is to waloraitty.

2) Clause with recourse.

3) Right Factoring Comgatigctén any way.

4) The obligation of the client is to provide information about the state of the customer, and protect the inter:
Company Factoring in all respects.

5) The Rigkactoring Company is to change the cost of factoring any time without the consent of the client.
The imbalance and distortions can be seen in the following results:

Table 2

Factoring Agreement irregularities in practice.

Irregularities mismatch Philosigalhand Juridically, it idestiiguld be Empirical Facts.

1. The obligations of the client is to submit a guarantee there is always a

2. recourse clause: if the Company Factoring does not get the bill from the customer, entirelyttine chspbnsibility
should it be the responsibility of the Company Factoring in providing services non financing which is always «
accomplishimgceivables with recourse
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3. Right Factoring Company to collect in any way supposed memperhatikly wayn tHrat vesy

4. Right Factoring Company to change the cost of factoring any time without the consent of the clierg (this is cor
principles of treaty changes that it must deal with the agreement of both parties as well as tighimplausentation
in the agreement Factoring Companies that can change at any time without the client's consent.

Source: A study of the Agreement Text and practices.
C. The Constraints oflthelementation Factoring agreement for Small and MediurD &rekypnisnt.

In the implementation of the factoring agreement in the development of small and medium enterprises there
obstacles as follows:

1. There are no specific rules about factoring agreement.

Factoring is an activity which essentialgieement. Factoring agreement is not specifically regulated in Civil Co
and other legislation. The settings that are available until now only administrative in nature, whereas the |
obligations of the parties is not regulated. Factoriegtageseenter and flourish in Indonesia based on the principle
of freedom of contract (Article 1338 paragraph (1) Civil Code ). Factoring agreement can be subordinated to
Pursuant to Article 1319 Civil Code, which regulates the treatyoaraectdrdreement.

2. The difficulties of provision of a guarantee by the client.

Small and medigsimed companies generally do not have objects that are sufficient to meet the requirement to
collateral in obtaining factoring financing .

3. Lackfoability in the management of client accounts.

4. All the risks lofling charged to the client. In general, small and medium enterprises do not have enough a
manage accounts. As a result, frequent bad loans that could disrupt thefavddlabilibe alevelopment of its
business. In addition, small and medium enterprises may have difficulties in concentration for the marketir
products.

5. The client must only setisivables to a factoring company. It thus createsdliicalliested sources of outside
financing.

D. Model Factoring Agreement on the Future for the development of Small Medium Enterprises

The presence of various obstacles in the implementation of factoring in the development of small and medium
have demanded a renewal of the law, especially the law of contract governing the agreement factoring in a com
manner, covering all components in the legal system, which, according to Friedman composed of substantial ¢
, structural comqemts and cultural component, because all the three have a strong bond. Robert B. Seidman arg
"The law of ntransferability of law", which is a proposition that the laws of a nation can not simply be transferrec
nations. It is causedh®ysocial structure, culture nurseries law was not the same. Changes in the value or the bas
of society demanding to amend laws in order to constantly adapt to the society.

The development of national laws is the fundamental base philasgihyaoiRha Constitution of the State (1945).
Grand political design of national law is based on the paradigm of Pancasila is the paradigm of the Godhe
religious), humanitarian (humanistic), nationality (unity / nationalistic), dahjostiaey , soci

Reconstruction is an important source of social relationships to achieve common order. Nonet and Selznick, &
the law is responsive, that is the law as a facilitator of response to social needs and social aspiration.

Satjipto Rahardjffers a concept of Progressive Law contrasting of the two components which are the basis in law
the rules and behavior .Here, the law is placed as an aspect of behavior, but also at the same rules. The law is 1
not vice versa. If the iawot able to achieve such a guarantee, it must be done, and there must be a concrete e
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that law, including carrying out arrangement and rearrangement. Law is in the process to continue to be (as a
law, law in the making). Becaumantlie for a man, it must be in accordance with human existence where the laws
Therefore, in the efforts to reform national laws, there should be assessment and excavation national values
Pancasila and rooted in values that exist in theitgqithewalues of religious and cultural values / customs). Law:
should reflect three basic values by Gustav Radbruch called idee des recht, which include fairness, expedienc
certainty.

Based on the theories and concepts related to tiiedgaernent, we need a regulatory model factoring agreemen
in the future to provide legal protection of the parties, including small and medium enterprises in order to develo
The models thfe agreement are as follows:

1. There is specifigukation of the factoring agreement, which will guide the community in the development of bu
so there is a balance of the legal relationship of the parties and the creation of a justice, expediency and legal «

2. without recourse factofihg.existence of this clause will provide an opportunity for entrepreneurs, especially
and medium enterprises to concentrate more on the promotion and marketing of the product because it is not p
with receivables management.

3. Guaranted government, so that small and medium businesses can obtain financing through factoring optir
their business development. On the other hand, the factoring company gained a strong guarantee to provids
facilities.

4. Balance the legaltreteship of the parties, to realize a justice for the parties

5. No Change of agreement at any time without the client's consent. Agreement is the result of agreement be
parties, so that if there is an agreement should be rechanged betiwechhhe, plaere is no arbitrariness of one of
the parties.

6. Billing According to legal procedure

7. In accordance with the legal principles of agreement and factoring principles. In this case in accoldance with tt
of contract law (princgfleonsesualism, freedom of contract, pacta sunt servanda), values of Pancasila and the
Constitution, the UNIDROIT Principles.

CONCLUSION

The Implementation of factoring agreements often Isfegwiarities / mismatch Philosophical and Jur&lical.
factoring agreement is an agreement in the form of standard contract, namely the agreement form and conte
been prepared in advance by one of theljyattiee&actoring Company. Gidmonly takes leaveshe agreement.

If the agementeviewed it is more emphazised the obligations of clients rather than rights. This shows the iml
between the legal relationship with thendi€actoring Company.

Thedifficultiesf the implementation are there are no spec#touilésctoring agreement, the difficulty to provide
collateral, The entire paymeheislient responsibility, The lack of clients capability for receivable thanagement
Clientgzanonly sell receivables to a factoring company.

The Factoring Agreetmmodels in the Future: There is specific regulation of factoring agreement; without rec
factoringiGuarantee from thevernment, The Balance of legal relationship of thdop&hisge of agreement
without the consent of the parties, Thellgelibn of Factoring company According to legal procedure, no accordar
with the legal principles of agreement and factoring principles.
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Law of Littercys of tHeéoastal CommuniBati Regencg€entrallavaProvincedndonesia
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Diponegoro University Indonesia
Abstract

Pati Regency is a coastal rég®im the Ealsibrth of Central Java province. Most of the people are occupiec
as asmalscalers ifisheries and agriculture se&asgd on Indonesia regulation No. 6 year 2014 re: Village,
it is mentioned that for the purpose of business, thus village corporate board (called as Badan Usaha N
or BUMDESpulthe operateds a business and/ or public services units irethieeeasitage. However
Bumdes establishmisnequired for a legal status binl&éaets, the regulation said that people or group or
party in the village could not run a unit business or public services whenever they have not performed
statis registered in the respective Local Government. Furthermore, those group or party is not eli
manage or even to apply any kigtentg from the government to expense their #dsvitidsed need

to alleviate the illiteracy of law datieglof peoplespecially for encouraging the establishment of village
corporate board to improve the entrepreneurships of people in the targetted villages in the study area.
mainly aims to outlingtrategy to empower people in a snalietanget to upgrade their literétoy to
related regulations and/ orilaws or der t o manage their ent-erpre
legal research is applied in this study combined with mixed methods analysis of quditdtigéve and qt
accordingly. The results revealed that people are likely enthusiastic to reduce their illitercy and keen o
how to improve their indigenous enterpreneurship in running their business with formal regulation an
polishment as a legatity.

Keywordslaw, illiteracy, village, people, empowerment, Indonesia

Research Background

In the last decade, the paradigm of rural development in Indonesia has undergone shifts and changes, such as
awarenesthat resulted in th@vancement and improvement of society in the determination on the development ir
in general and economics in particular. Development was carried the srgefyre closest to the community, i.e.
the village, which has an important uppantisig the success of the national government at large. Village is a commt
unit which has the original order based on rights origins that are special.

The rationale in the Village Administration is diversity, participation, original aldatinatioyy dechoommunity
empowerment (HAW Widjaja, 2003) in other words, the village has the authority to regulate and manage the
the village anadministrative units that deal directly with the public, so that the \pleieimn dheplementation

of developmentisry important.

The enactment of Law No. 6 of 2014 concerning Villages has brought new hope for rural communities in ge
village which has been overlooked in full, with the promulgation of Law Vill&fjednill eber ber better prosperity

as the condition of the advance of urban, because the village was given the authority to regulate and manage
of the village through the establisbimélibge owned enterprises ( BUMDes ) , as sefideatlinitem 6 Act 6 of

2014 about the Village. The establishment of Village Owned Enterprisess (ti3JMBlealiah productive
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economic management of villages conducted cooperatively , participatorily, emancipatorily, in trabsparency, a
and sustainably.

An important point related to the Rural Rirars@itrces of income, the greatest value is derived from the State Budt
(APBN),the rest comes from the Regional Budget( APBD ) and revenue of the villages (Articen@d)avhgraph (1
the Act 14 Th . 2015). The sources of these funds are fully utilized with good management, so that the value of t
growth is largely determined by the level of productivity of the use of village funds. Until nowtithreipatiéhtial instit
not fully utilized by the public.

Indonesia is an archipelago thttita® of its area is water , the most pofudditimod from agriculture and fisheries,
which is still traditional and has the characteristics of mutual &kisteipcd béthe village with its natural resources
has been utilized to increageitheincome, which are directly related to agriculture, fisheries, creative economic pro
and other products according to the characteristics of their villages.

Thelargest area bfdonesia & rural area, the abovementioned conditiortbedilex of villagers (Irzal Effendi, et
al, 2006).

Currently in Central Java, especially on the north coast of Java in Pati has grown immadjustey!toff e dblsta
society i.e activities relatéidheries, including producing fish, either through capture, as well as aquaculture and
process to meet human neddsafs a source of protein. For people who live in large treghaf/addveloped
agriculture and farming supported by the fertile land, and managed inddpealbgitly duriculture.

Fisheries business in Indonesia consists of aquaculture fishermen, processing of fishery products, and all b
involved in supporting fisegsuch as the food industry, fish seed, fuel, fishinfisgeae$atapture, aquaculture,
fish processing, pharmaceuticals, as well as fislssidsr(Irzal Effendi et al, 2006).

The business activities of the fishery commodities ancestiieg products as well as other supporting goods and
services refer to fishery agribusinesses. The fishing business activities are always profit oriented.The supporti
of fisheries to increase coastal people's incomeare supported bstalapitairaioasources that have a lot of fish,
human resources, production management and marketing.

Most fisheries business has no adequate capital yelo swtleye their own ship as the main capital in searching
fish, so that it does sigiporfish capture in Pati. Aquaculture production is still constrained by our capital. The exp
of the entrepreneurs are not adequate as the majarityadtiehvpeople, becausecdieyot manage the business
well.

Enterpreneurs are people who fistdng businetisat still largely establish joint venture as a community to engage |
fisheries. In particular, mostly are small and mediumbusinesses (SMEs) (Etty Susiléovatgl 20k5)eThehat
has been registered in the Trade Departbwentredrce Businesened by individuals and the FAssogiation.

In the Government programs that improve the welfare of rural communities, in terms of tha§saurcias vilage
income, the greatest value is derived from the State BNjigie(AdRBcomes from the Regional budget (APBD) and
the revenue of the village. The soufeedéare fully utilized with good management, so that the value of the resul
growth is largely determined by the level of productivity of thgeuamd$vill

The purpose of this stuttyégsamine and analyze the efforts of the regional government in empowering rural comm
to managefishery commodities, to improve the economy of the fishing communities of coastal areas Pati, Cent

II. Methodology

This research uses 8wrial Legal Reseambroach that examines secoadadryprimary data in the field. The
research aims to determine the effectiveness of the law in reality and find a solution. The analysis of the researc
done byualitative method, which collects data as much as possible from the research literature and spot rese
data was analyzed by the inductive mettammpited systematically.
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Ill. Framework

The long journey of the history of the village iraltattayelas brought a fundamental change in the Indonesian stat
structure construction. The village has grown to such anextent that needs to be protected, and empowered |
progress in all fields, so the village is currently strong, indelpdeiectatic.

Development paradigm requires a change of development orientation towards economic growth in alternative d
with an emphasis on participation and empowerment of the community.

The development paradigm shift is to devéaigpemdrdommunity development ntlbaietan be accepted by the
public at large (acceptabledptomunity development model that can be applied or implemented. (Implementable)

A paradigm stafidressed include:

- The purpose of the developmentsdhaueuity and balance in haisi@ypeople's choice between the economic
growth and the equitable distribution as a collective agreement.

- Tochange the success of macro development into regional approaches by taking into account the local wisdo
- Shift to drive the dominant role of the government into the development approach that involves the wider com

The context of sustainable development of rural areas has very important positictrat€gmajor
economicactivities in rurakdareduding mountain areas of agriculture, plantations whereesgstalpiegion are
seeking fish and aquaculture. Empowering the fisheries sector is an effort to increase the potential and cape
fisheries sector which will add valeenmén community.

The local government is given authority through decentralization to manage his own region by potential and lo
of each region and given autonomy as much as possible to take care of all of government administration out
central government to make a policgsamaated with the enhancement aistoener service and community
empowerment, and real autonomy and responsibility.

The rural development is carried out from, by and for the people with the helpeot,tke Hwtetimeneais
obligatiobetween the local government and communities equally.

The establishment of Act 6 of 2014 concerning Villages, Villages providing the opportunity to@staddish a Villa
Enterprises (BUMDes) which aims to Lttiegatential economic, institutional, as well as other potential possess
by the village which is an agency or institution which can run economic enterprises that provide public service
of mutual kinship.

The mechanism of the rural devetds a collaboration with a harmonious government activities, and the particip:
of society, even the rural development is done by the community itself, while the government provides guidance
support,direct supervision candlinatidn dig up the people abilitpprove thdife and economic security , as well
asthecommunity development based on the empowerment and strategies as the main approach.

Empowerment defibgdNilkinson:

"Empowerment means providing people wibuteese opportunities, knowledge and skills to increase of review
their capacity to determine reviews their own futures, and to participate and affect the life of reviews their comn

Wilkinson interpreted the developmen as empowering mareetgiorahtiprocess, namely the formulation of the
problem and the solution turned over to the community, to be able to give satisfaction to the community. The
empowerment is to provide benefits to the environment, which will enhancefthe Estemtis to provide
economic value to rural communities.
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IV. RESULTS AND DISCUSSION
IVA.Empowerment On Fisheries Sector in Enhancing Economic Community

In achieving the welfare, it is necessary to have a policy that providesppocesstasdfor rural communities to
drive the rural economy by exploring the potential of natural resources and hafttzen vitlegertest will be used

as a source of rural income. Villagers who still uphold the natuneadikinghip direction of rural development

for the future is the expansion of employment opportunities and economic diversification in rural areas to s
revitalization of agriculture, fisheries, forestry, and rural development.

An important point reladetie rural economy contained in the Act no.6 Th. 2014, Article 72 paragraph (1) and (2)
Financial village smirces of income, the greatest value is derived from the State Budget (APBN), the rest com
the Regional (APBD ) and the reviiage. \n order to increase rural communities that received funding of about :
(one point four) billion Rupiah, every village builds infrastructure and manages the resources owned by the ville
to improve the rural economy.

The policy can lemlized by the establishment of economic institutions managed entirely by the villagers. Establi:
the basis of Government Regulationit is also based on the initiation of the villagers who came from their econom
natural resources (NR)randan resources (HR) should be managed appropriately and independently.

According to Ono Taryono, empowerment of agriculture and fisheries sector for rural development can be
through: first, the changthefagriculture / fisheries tolaewsptimally (enablimgcourage, motivate and raise
awareness that agriculture / fisheries has the potential to develop and profitable. Second, strengthening the pc
power possessed in agricultural sector to become independent anbyspisigidiigjea variety of input and opens

up various opportunities to deliver agricultural / fishery to be stronger. Third, protection of the strudiral barriers
competition (Ono Taryono, 2007).

The institutional existence of a villagejudictaiconfirmed in a decree issued bythe government of the village, but
at the village government structuedvad the intervention of their own perganagd orterest. Sig ibot controled
by certain groups with big capital in tiyside, then the ownership of the institutions should be controlled toget|
where the main goal is to improve the economic standards of rural communities (Etty Susilowati, 2015).

Until nowPati still can not develop, because it is constrainetielsy kegglity completeness is neéedéburse
funds provided by the state, that every villagelrdcg@nespoint four) billion Rupiah.

The difficulties or obstacles are to fulfill legal compliance business , especially the legalhybgfieizinguse
regarding the legality of the arrangement in the form of legislation about the village. Law No. 6 Th. Article 2
Village. stipulates that Village Owned Enterprises ( BUMDES) should be a legal entity, while VillagierMinisterial
No 4 of 2015

The existing conditions resulted in the establishmnet of Village Owned Enterpriseo(GuUNMIREE degulations

that havenot been set on the legétitynsfof business, they generally refer to the Village Ministesial Reégula

one of the obstacles in the process of establishingVillage Owned Enterprises ( BUMDes.)

Village Ministerial Regul®imd of 2015 set also on the possibility BUMDes for petitioned to go bankrupt, it's ju:
regulated in details .Therdfiereegulation on insolvency (BUMDes) based on Law 37 of 2004 on Bankruptcy and |
(Suspension of Debt payments) can not be implemented.

Bankruptcy is a way of debt accomplishment to debtors who have at least one of the two creditorsuadd the debi
collectible. The individual congrgrgrtnership either incorporated-mgabentity can be declared as bankruptcy.
The legalityf the compaty determine who can be debtors that is declared bankrupt, thus the certainty of the leg:
thecorporate form is needed in Village Owned Enterprises (BUMDes) , so Village Owned Entecpridaes ( BUMD:
one form of company that can be accepted by the community as business partnership, to achieve the purpose
using its economic poteigtifutional, and other potential possessed by the village for public.
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In coastal areas Pati , the empowerment in fisheries sector are :

- To encouragbe expansion of economic activitggnomtural, which strengthen the fisheries sefisbinghe
industry and its supporting services.

- Toincrease the capacity and the empowerment of rural communities, to capture local economic deve
opportunities, according to the northern coastal areas, that the majomirisining iactivities

- To improve infrastructure evenly for the marketing activities of fisheries.
This policy is being enforced, but still not familiar in the cahenvilfdyistitutions.
IV. B. Traditional Fisheries Activitre€oastal Region , Pati

The populanand economic growthtndonesia has prompted the increasing demand for fishery commodities from
to time. The fish demand will be met from the limited resources of fish.The tendency of increasing demand f
opened opportunities of tHd gapwth of the fishing industry, both captured fisheries and aquaculture.

Settings on the fishery business, set forth in Article 25, s / d Article 45 of Law Number 31 of 2004 updated by /
45 of 2009 on Fisheries. Thetaraetypes of busmésfisherieramely:

1. Captured Fishery Enterprises.
2. Aquaculture Enterprises.
3. Fishery Processing.

Each type of business has its own production operational characteristics that will directly influence the emergenc
types of costs.

25 () of the Law of the Republic of Indonesia Number 45 of 2009 on changes to cope Act Number 31 of 2004 or
It says :

"Fisheries Business system implemented in the fishing busingseprmiiudéien, production, processing and
marketing"

Fishing business is divided into four (4) aspects, nqmoelyciiom, production, processing and marketing.

Fishery processing business is a business activity aims to improve fishing for added value of fishery products
the businessapturedisheries and aquaculture businebsgimess activity aim®riag fishery products to wider
market.

By its nature, the general cost of business consists of three types, namely: investment costs, fixed casts and var
As for other formegrpenditure contained in the three types of fishery business:

1.Captured Fishing Business

The captured fishery busireas activity that focuses on producing fish by catching fish from inland waters (ri
estuaries, lakes, reservoirs and swarinps) orarine waters (coastal and high seasinfue:

The catching tuna , pomfretsea and others.
The Cost includes
a. Investment cost includes procurement:

1) ship or boat 2) machinery 3) fishing gear 4) capture tools.
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b.Fixed cost includes:

1)Development of Fisheries Business License (SIUP); 2) Making Blue Pass.

2) The cost of ship / boat maintenance , machineries, fishing gear, the capture tools; depreciation cost .
c. Variable Cost includes:

1) The cost of purchasing Oil / Fuel; 2) tlasgofcsupplies on the-®eacubes 3) levy auction 4) the income share
5) The business of Aquaculture

2 Fisheries business or aquaculture is an business that aims to produce fish in a container that is maintained an
and profiriented. Bxnple: catfish, carp, tilapia, catfish, etc.

Costs to be incurred include:
a. The investment costs, includiregcost of land acquisitidme cost of pond construction;
-Procurement PumjBspcurement fishing tools, nets; Procugenerator.

b.Fixed cost , includdaking Licensé&laking Blue Pas<Cpst of pool maintenanégump and capture toels .
Depreciation cost.

c. Variable cosiclude- the purchase of seefihe purchase of fish foeihg purchase of fertilizénse,|
pharmaceuticai$he cost of harvest.

3. Fisheries Processing Business

Processing fisheries business is a businesgodotivégse the added value of fishery products, originating from th
businessf fisheries and aquaculture businesiglition the business activity also aims to bring fishery products to wic
the markeExample:

the manufacture of fish nuggets, fish balls, fish crackers, etc.
Cost includes :
a. The investment costs includes : procurement of land, constracéesinisaigs.

b. The fixed costs includes : Making the Business License (License), Maintenance of buildings, wage labor, d
costs.

c. Variable Costs: The cost of purchasing raw materials such as fish, oil purchases, purchpaeshasester, salt
daily wage labor.

In conducting the fishing business known as a small fishing (traditional) and modern fishermen (fishermen in
Enterprises with Large capital ) fishing boats and fishing gear of course affetshtettesults of

Small fishermen are those who work daily to fish for the needs of everyday life, using fishing boats with mo:
Tonnes (GT), because the relationship of fishermen with boats are very close, as they relate to the size and the
vesselvhether it @ individual vessel or it belongs to the company that is strongly associated with licensing or perr
of fishing business.

Fishing businessis divided into three (3) categories: Small, Medium and Large. The developnusties the three
require big capital (investment and working capital).

The business activities of small scale fishing (traditional) also face a lot of problems, including:
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First: The problem of marketing of fishery products, fish easy to damage, thestiageswotHahgrhall businesses
are always in a precarious position.

Second: Production problems in the fishing business is more difficult to predict, the success rate is highly def
external factors such as season (climate) or internalddettns iimitations of the technology, facilities, infrastructure
and capital.

Third: Financial issues and capital / capital resources obtained from fishing groups or associations of fisherme
the fish capture to collectors / owners of tieeci@ & dependency, because to obtain investment the ship owner
obliged to provide funds to meet the fisbdrofen in transition due to climate change.

Risks for small fishermen:

The business activities of small scale fishing or traditiogalanassuk. This is often the reason for financial
institutionsot to give guarantee / loan capital, where the financial institution sets forth the terms of the collateral
difficult to meet the entrepreneurs of small scale fishing. €hetfdrestiof fishing business will be bound by the
regulations / legislation Enterprises, Law on Foreign Investment, where Fishery conducting the catch operation
depends on the flag ship, fishing grounds, other regulations.

IV.C. Tradition&ishery Enterprises in the coastal region Pati.

Thetraditional fish processing business in Pati conducted by fishermen together with their relativesalong the
coastal sites with processing methods inherited. The traditional characssiisicsahproges, the quality of various
raw materials affected by its environmental conditions. The process and the procedure are always different a
the place, the individual. The state is more dependensorthethegroducts are rfee same quantitatively and
qualitatively.

The size of the vessel will determine the fishing figranguadea as well as the nuoifitlee result of fish catch,
becaus¢he operational costs of fishing will be affected by the size of Hpaughiphéhlecation of fishing (fishing
ground), the amount of time needed as well as the sigenéfer fish preservation, the cost of supplies and other
expenses.

According to the FAO terminology, traditionally processed fish "CureddeiSHiads ia processed in a domestic
industry. The types of process includes traditional processing products namely : smoked fish, fermented produ
soy sauce, peda, fish paste, where the product is also Abtajrgtida and even EurogeNodrway, Poland).

In the small town of PATI, to accommodate the domestic fish productomgithesn Hesheprocesgimglucts with

the clotting process (coolstorage), which has a variety of fish species and sizes that armatchetslzvailable
industry's capacity. The establishment of PT Putra Leo Nusantara, a company that holds fishery products de
households that are familiar anilias! help can accommodate 90% of the fleet of boats / vessels for fishing, w
fishermen whoredish capture the slightest got faafilffeservation, storage and transportation for fish that is possibl
to besent to processing factories.

Such conditions provide opportunities to be developed, due to the availability of fish redeureed,aheé high
number of domestic industries and simple technologies,the traditional processing needs to get to the I
establishment of legal protection.

In the development at the initial stage, the domestic industry is a small indadoljawaidabahacteristics:
1. The residence and place of wodn&sriesidential building;
2. All working the management, implementation, production and sales are done by the members of one family.

3. Capital usedimdustrial activities mixedhsiisehold money needed to siasmaiday livelihood,;
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4. Informgbbs withoygermission from the government, so the work was not subject to the regulations of S
Government;

5. The profit and loss of the business is difficult to define atidhecppiidiliis always mixed with the money for the
household

In the next phase there is already physical separation between a house for shelter and buildings to iwork, thoug
the same yard. Likewise, between the family and workihg grankosy tapital dmel moneyforhousehold, has no
separation and is not always noticed by small entrepreneurs.

The development of the small industry in general, the company grew from a privately owned or owned by a few
generally owneranageor owner is a company leader who is assisted by several permanent and or seasonal hell

The development of forms of fishing busints froduction of fishermen hougektilidraditional and familiar has
mutual aid isto end the problenslibibtral fishermen in develbisngenture into bigger business entifidegs
legalityo provide protection in the acquisition of Capital Guarantee to increase welfare.

V. Conclusion

- In rural Indonesia, in order to utilize all the potentiial, étstitational, as well as other potential possessed by the
village is for public welfare. The majority of Fishindrbosastascommunities Pati is conducted by small fishermen
having traditional fisheries business autithiti@ssmall capiaald simple tools, the characiénsifip and mutual
assistance which has the same goal of improving the economy of coastal communities. It is necessary to ol
protection through legal entities owned businesses in order to develop artdmpnoyeficoastal communities

in the fisheries sector.

- In coastal areas Pati, the empowerment of local government development in fisheries in particular.

- Encouraging the expansion of economic actiagjyicaitural, which strengthen the fisbecter, the fishing
industry and its supporting services.

- Increase the capacity and empowarttiecommunities, to capture local economic development opportunitie
according to the northern coastal areas, mostly as a major income fratedishing activi

- Improve infrastructure evenly for the marketing activities of fisheries.
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Abstract

With strategic control,understand the special type of strategic control which is aimed to monitoring
evaluation of strategic management process in order to ensure its functioning and progress. In fact, the
control is applied to ensure if all the planned resaiteraplished during the process of strategic
management. The basic purpose of strategic control is to assist senior management in achieving the c
of the enterprise with the assistance of monitoring and evaluation of strategic manalfjeanent in gene
particularly in the implementation of the selected strategy. Relying on the preliminary explanation, the
the assessments are reflected in the strategic management of the enterprise environment, the establis
vision, mission andlgad the strategy and the conversion of strategy into shares. Strategic control in this
appears as a reverse link that provides feedback to determine whether all stages of the process of
management and how they function have been irdplehanteny.

KeywordsNotion of Strategic Control

Introduction

The stages of strategic control are closely linked among themselves while comprising a compacted integrity, in
of these stages is of uniform significance and theref@gualthmgact on the success of the entire control system.
Therefore, upon the designing process of this system in current terms, to each of these respective organizatic
an appropriate responsibility should be given, regardless of thenéaof thassasteps will be shaped easier and
some more difficult. In other words, the duration of the configuration of any phase of the process and the comg
processing must not affect the favouring, i.e. their discrimination, whilectakibghisttohe success of the control
system depends on the success of each stage of this system.

In the context of reviewing the model of strategic management process it is clear that control and evaluatio
feedback of the entire model. Titedeinformation through this itinerary are the outcome of the current collec
performance measurements. If any avoidance occurs between the achieved standards and performance, then
managers need to know how, in what way they can acotratiethef the employees. In this case the involvement of
senior management is not necessary. However, if such deviations result of the standards themselves, bo
management as well as other management levels needs to know how to dgreetop arevippdementation
procedures. In other words, high levels of management need to establish new standards of performance tha
harmony with existing circumstances.

Process of control and its features
Determination of measuring sizes

Determing of the measuring size means to measure what should be the starting point in shaping the control s
other words, management must demonstrate what it wants to measure, i.e. what are the procesdgs and outc
measuring the accomplishmaeviticifi is understandable that a company is making its own strategy. The ability to -
these processes and results constitutes one of the basic skills of managers. Related to this following questions
made:

1. What processes and results repteséest the intentions of the responsibility scope of the respective manager?

2. What is the failure of the responsibility goals of the respective manager manifested with?
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3. What is the best measure of critical accomplishment deviation from the goal?
4.In what way it can be learned who is responsible for the respective error?

5. Which indicators of goals development will cause the least cost?

6. For which indicators can be obtained information in economic terms?

Resolved processes and results shaukhbered through appropriate measurement and in rational way. Thus, 1
most important elements of the process are placed in the centre and the elements that have the greatest impa
or those that cause the biggest problems in the enterprise.

Wherdefining the performance of the goals, which will be measured in the pibéessealhritiated by the
aspirations of all stakeholders, such as owners, managers, employees, buyers, suppliers, banks, government ¢

Setting of standasd

Standards represent the size of goals by which is compared the current or expected effects (performance).In’
the standards are represented as measures or criteria under which it estimated the accomplishment of the goal
ofindividuals, workgroups, and organizing units and the enterprise as a whole. If the standards are set properl,
early development process of any activity they signal that this process is being developed within or outside t
framework. this case they also signal the manager to take certain actions, which will return the process of such
framework, in cases when deviations are outside the limits of tolerance.

Standards can be ohmfitative and qualitative character; the firstremeeasurable, while the latter ones are
appreciated.

Quantitative standards usually appear as physical (neutral) and valuable standards, whereas, quality standard:
descriptive, programmatic and targeting.

Physical standards are neutralizesnted in absolute or relativekil@yrams, tons, meters,kibsmetres hours
according to tons hours, according to the productidn unit, etc.

Standards with valuable are absolute or relative sizes presented in currency, and dealnwithasgerest(d
special and general), expenses, incomes (general and specific), then capital (rate of return, the ratio between n
the ratio of the following assets and subsequent debt, etc.).

Descriptive standards deal with such meashresayliie presented in a quantitative way. This primarily has to do w
the features, activities and processes which can be evaluated later.

Program standards are of such nature that some activities from a certain program (eg program afina)y product
or even the whole program is treated as a standard.

Aimed standards are issued from set goals and deal with those purposes that are not of quantitative character (
the level of knowledge or ability, creating better working brightness).

Each of these standards will be applied in this case depends on the type of activity which is developed by the n
an enterprise, according to the set rules all types mentioned standards will be used.

Measurement of current performance

Measurement@urrent performance a procedure in which is determined if the set standards have been accomplis
to what degree they have been accomplished, then the reasons are determined why possible deviations have
to achieve the same, it is necessprgvide the relevant information regarding what has been accomplished and
failed to accomplish in terms of the enterprise as a whole, the said information has to deal with the marketing
production, supply and stocks of materialsesapabt#itts and maintenance, workforce, involved capital and th
success of the business. Collection and processing of this information can be performed by the manage

1 Compare: Weichrich, Koontz, H. Op. ciut. page 581
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appropriate service which is relevant to the manager or a separates¢nagermdistion of the relevant manager
information systems based on electronic computers that are designed for these purposes (EIS, MIS)T are |
effective.

To ensure the effectiveness of performance of measurement, collection ahthfsooasisingnust have a certain
dynamicertain information will be collected during the day, others within a week or 10 days, some within a me
some even within 3 months, half a year or a year. Processing of such information ishdooennparalalg teith

set standards, in order to make the possible deviation visible.

In terms of the possibility of influencing the accomplished results if possible, it is the best that diméang their per
accomplishment to collect informatiardabiations in order to act preventively. More often here we have to deal v
the costs and expenses that about to be made for any final accomplishment. In this case the standards are s
part of the final performance, so the implementasi®gigrads that are part of this implementation present avoidanc
of costs and expenses, in order to take preventive actions prior to the end of the whole process. On the analog
measurement of performance is set with respect to the imptdrteniiatiestment program, implementation of which
is followed according to the stages of development.

Comparison of current performance standards

Comparison of performance and standards is a procedure in which a comparison of differeribicasmoasthese pel
and performance standards is done. The purpose of this comparison is to determine:

1. Avoidance of performance standards,
2. The sizes of deviations from standards,
3. The causes of deviations from standards.

In cases where the current perf@saizes are within the desired tolerance, measurement process stops he
However, if the deviations are outside the tolerance limits, it is necessary to firssigrals. thethisrevay, we
should note that avoidance from standards cariMeeanelgadsitive. Not only negative avoidance signal for action, bt
action signals can be both positive deviations, thus any avoidance from standards must be subjected to detaile
This analysis should also provide answers to the questimadoidance has happémets it conditioned to the
subjective or objective reasons.

As the comparison of performance standards with determining of the size and dis@gtial) #gelflgmee can be
performed automatically, the determinmguaditiing cause is a matter of special analysis. Such analysis, in certz
cases is carried out by the manager, whereas in other cases, they should be carried out by a special team of
can be said that at the operational level the standauddlyartd common size, and therefore the caused avoidance
can be verified more easily. Despite this, at the strategic level the standards comprise complex accomplished ¢
are subjected to numerous influenced factors. Therefore, therdet¢hminatises of avoidance in such cases is a
complicated process which requires long and detailed analysis.

Evaluation of performance and corrective actions

Evaluation of performance means anal ytessavhetherd&ind d
develops the analysis of the causes of avoidance or is carried out by specialized service. Without this ability th
would be handicapped upon deizEiking on actions that should be taken to eliminate or soften suckl@sbidance.
often three following aspects of these actions are distinguished:

1. Maintaining of the status quo
2. Correction of avoidance

3. Change of standards
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The maintaining of the status quo is recommended in cases where deviations from thesstadardls ara sod i
worth to undertake any actions that would ensure the implementation of standards. However, when the avoic
| arge, then the correction of avoidance i s placedi sp
in the enterprise business. What corrections will be taken depends on the causes that have contributed to the
from the set standards, and it is determined by analysis. Considering it from the functional point of view, such
be i@ntified in planning, organizing, and management of humariimesweilhcésnctions of managéntlesit
precedes the control. This means that corrections can be made in the plans and purposes, organizing and de
of the staff and the styleadership itself. This shows that the control is not only an integral feature of the manag
of the main action, but also retroactive for all previous functions.

The change of standards is usually a consequence as they are unrealistichllgrsen oo higery high set
standards, are usually diagnosed when with those whom we have to do, they are not capable to accomplish. |
very low set standards are diagnosed when most are implemented very easily but fail too high.

All this indicz that the evaluation of performance in selection of appropriate management action is fair.
Types of control systems

The enterprise acts (operates) in certain environments and by its existence depends upon its reception. Theref
control how tleavironment reacts to its outputs. On this occasion we constantly have to bear in mind such out
the result of the internal operation of the company (the process of transformation or conversion), therefore, frc
action depends the solvefoutputs, and that means its acceptance them from the environment. All this shows th
determining of the success of the chosen strategy should control two basic setsaofieenfocoampcised of
performances of which mediation the compasyitdediccession (corrections) in the environment, whereas the oth
group consists of performances that define the ability of the enterprise for acceptance. Therefore, there are two
of control system:

1. Ouprganized system control,
2. Orgaizational system control.

That both systems present a reality of each ertteruisdamental question is how are they formed and implemente
In this case we must consider that the control systems are very expensive, but they are ofieof tifne only me:
enterprise to monitor and evaluate the performance in cases when organizational activities are complex.

Outorganizational system control

As the name itself indicates, this control system is operating outside the enterprise, andiketomgrisedohm

that through the action of the offer and demand shows if the enterprise has been accepted and to what exten
environment. This mechanism is most commonly called market control; implemented through the establishment
of prices, followed by mediation and the performance of the enterprise is evaluated. This is the objective of t
outputs. It is possible only when the enterprise is able to impose objective financial measures of performance.

There are three gentyahs of market control:
1. The market price of shares

2. The rate of return of capital,

3. Transfer of prices.

Outorganizational system control can work out successfully only if an adequate system of leothjsacses is set
the system of comparisbould first of practices should includedahedsspecial comparison, which means individual
comparison of enterprise with competitors, in groups or branch of the activity.

The market price of the sharbe share price is a performance measure of the company considering that it is the
of supply and demand in the market of capital. The changes imply reactiostaftitiee femtorstock owners,

1Griffin, W. R. , Management, 3rd Edition, Houghton Miffin Company, Boston, 1990, page 606.
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managers of enterprises and to a range of stalerhaldesuppliers, buyers, banks, governments, etc. However,
considering that we are dealing here with controlling the implementation of the chosen strategy of the enterp
implications are primarily related with the management ofythetdocmphaould adapt its behaviour to such changes.
In fact, if the share prices have risen compared to their nominal value, this is a sign that management has chc
strategy, so it will still enjoy the support of shareholders. Othetvak@ri€dsehmve fallen below the nominal value,
this may be a sign that management hasndt chosen
Particular sensibility of management occurs when the changes in stock pdcés/ekftéctnanagement
compensation. This happens not only when a part of the management of share profits is paid, but particularly wh
the system of valwé®ptions. This is such a form of compensation which is paid to the managees ia fikedes

price, which in most cases is equal to their market price on the day of admission. Options are usually allowed pr
then later are allowed the General Assembly. Stimulating character of these options is whether ¢hetliéfference b
prices according to which the share is estimated for managers and the real price that will be achieved for sucl
the capital market, presents a motivation of successful enterprise business. Thus, in this case for manager:
importat that they choose and implement the strategy that will ensure continuous growth as the value stock, |
strategy that ensures the success of enterprise business.

The rate of capital return

This indicator shows the ability of the enterprisettdehdline to return the capital to the investors. In this case th
invested capital can be understood as the invested capital and used capital (totaterquitytainshimrednolder)
from which derive other different indicators such a§R&QRO

It is understandable that each strategy will not be equally $hecasséusuccessful the strategy will be the strategy
that provides the fastest return of the invested material. Irs oifhérewonashagement has chiasstmategy that

within a short period has enabled the return of their capital, this strategy is successful. For this reason, the he
rate of return on the invested capital is the best indicator of the speed of this conversion and thus thersuccess of
strategy.

It should be noted that the rate of return of the capital is not only a measure of the performance ofithe enterpri
also a measure of performance units of the divisions. In fact, even when the rate would to be usethia comparis
same enterprise or different groups and their subsidiaries, it will in deal the same way with comparisons to the !
divisional enterprise. Thus, this is a very important measure of the performance of the enterprise and once the
of he mechanism to the success of the chosen strategy.

Transfer prices

In mukidivisional enterprise, where relatively autonomous parts operate undertaking, (profit centres, business t
strategic business units) the overall quality performanessead exphe quality of each of these parts. Thus, the
fundamental issue is how in the system of price as a mechanism of control that is outside of these parts, can co
and evaluate the performance of the said parts. What we are deéhlingheeoheasing of such price strategy in
exchange with intivisional, which shall ensure the success of the enterprise as a whole. In this sense it is pos
distinguish two types of transfer pegtablished market prices and establipeedable prices.

The prices established in the market are those transfer prices in exchdiggavith, wteich are determined based
on market prices of intaraakferred premises and these most often they are the prices of fulladparkietpiices
market prices or contracted in basis of the market price.

Based expendable prices are in exchange withsioteal transfer prices which are determined based on the costs
internal transfer premises and these are mostly full btstspstariar fully increased costs.

Each of the mentioned systems of the price has its advantages and disadvantages, requiring a strengthened ar
the factors that affect their resolution. Therefore, it is great responsibility of maithjethe mvidatl strategy to

1Hill, G. R., Jones, C. W. L., Strategic Manadenietegrated Approach, Houghton Mifflin Company, Boston, 1989, page 264.
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choose what price strategy which will ensure adequate admissibility enterprise in extreme environment and ¢
recognition of its parts due to the internal environment.

Organizational control system

Unlike outside theganizational control system which is set off the units, by which it controls the success of the
strategy, organizational control system is located in the unit. It applies in all cases where there is no possib
outside organizationaltiad, because objective standards cannot be placed, objective measurement and evalua
performance control. Therefore, in all these cases it is difficult and expensive to develop, even when they do
sufficient budget to overhaul enterpnigel of the enterprise goals, the manager must implement the organizatic
control.

There are two types of coiltnel first type of bureaucratic control and the second is the group control.
Bureaucratic control

Bureaucratic control is based systinm general rules and procedures for guiding the behaviour of stock or divisic
functions and individuals. These are not just impersonal rules and procedures, but also the budget rules and |
and standardization of shares.

It is worth mentionihgt this control system requires the active involvement of management, which here has the
the instrument controller. In certain cases it is necessary to constitute a special body to control. All this has
impact on the costs of theesyand organizational control.

The rules of procedurdscomplishment of the chosen strategy is precisely conditioned with the certain behavi
participants. Therefore, from the manager is expected to specify in advance which behaviemts shdukdsbe pres
can be achieved with the issuance of rules and prdcedurave.

1. The mode of action of future shares with procedures is determined in details; these are chronological sec
implementing shares. With such is best described howeh&iioplefrspecific work routines and repetitive and are
built for the enterprise as a whole and about its organizational units. The procedures are the basis of every
organization, so their absence would open the way to anarchy astrtictisnhaf tiee enterprise.

2. The rules are specific requirements that do not allow freedmakéegisibich means that they are of directive
character. They vary from the procedures, but are in the process, there are procedures thabde#hdseany ru
rules are sedpplicable. Therefore, rules and procedures are taken in those cases when the business of the ente
not desirable that the employees, respectively, executives of such rules and procedures, shatbksg. free decisiol

3. The power of rules and procedures is that they standardize the behaviour of the employees. If the employe
the rules set forth, actions or decisions will be implemented in the same manner and at the same time, so the re
the expeation and accuracy, which is the purpose of the control system.

The budget isuallglefined aa numericaverviewf theoutcomedhistranscript cdwein the form
ofvalugcashprinneutraformin fact, it is a collectbnruledor the altamtiorof the resources, primarily
financiabnes.

There are three types of budgkissificatiohutallcan besummarized:

4.typenfbudgetonsidering tiheidgeperiod,

5.types dbudgetonsiderinipe inclusiasf activity levels

6t. tpesbudgetegardleswitscontent,

7.types dbudgetonsiderintpe methodology of researohdifesizest

1Buble, M., op. cit. faqei2Za5. For more deatails see: Buble, M. , op. cit. p&§&.655
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8. The period related to the budget may be different, but it should be careful to enable more precise evaluatior
best opportunities for implementation of the chosen strategy. Relaying on this aspect the annual budget and
budget usuglthanges.

a. The annual budget is the basic and the most important type of the budget, which as part of the strategic |
enterprise is transformed into an expression over a period of one year. Different from this, the capital budget in
calculation of necessary capital investments for five to ten years.

9. Taking into account the activity of the enterprise the budget usually differs from its budget units.
a. The budget of the enterprise includes all activities of the enterprisacsiealgwithdong term or short term.

b. The parts of the enterprise covdysthose parts of the budget of activity dealing with the relevant parts of
enterprise. The content of this budget depends on the type of organizational unitstiigHaudgleéidias
strategic business unit, business unit, profit centre or just spending centre.

10. Taking into account the main budget usually is differs from particular special budgets that are ditectly or inc
of the main budget.

a. Themain budget (Master Budget) usually consists of separate budgets connected between them, which in
symbiosis represents the business activities of the future enterprise. Special budgets in this structure vary
depending on the typesipe of the company, however, including certain fixed contents.

b. In large enterprises, especially thoskwsidtial, in addition to the main budget other budgets are constituted ab
each centre of responsibility. They are usually callediteépmiygts (Budget Responsibility).

11. Depending on the way they express the size, the budgets presented in the way of values and natural are
different.

a. The most common occurrence is the budget presented as a value, but anyobthieebddgetollows the
natural budget, it is the budget of working hours, budget machinery working hours, the budget of the quantity c
etc.

b. Taking into account that the budget represents the state and the real state of beneaictszastdaif inputs
or outputs, it enables dual control of the budget:

12. the budgetary control of the following activities,
13. budgetary control of performed activities.

14. Budgetary control of the following activities has a preventivecnirobesidering that it has to do with the
ongoing activities. This means that it can be maintained within the framework of the planned activities. On the
will signal the need for specific actions (corrective) which will providecatrietvedign separate budgets.

15. Budgetary control of the accomplished results is of correctional character, as presented after thedactivity is in
it means this control is the output control. It is implemented by comparing the pldredesinésdamkes, how
the management will be able to:

16. determine the causes of these avoidances,
17. foresee and take appropriate measures,

18. localize the responsibility of such avoidances,
19. assess the performance.

In case of avoidance (devigtlmatween the planned and the implemented sizes ones it is possible to use the stati
dynamic sizes that are formed in budget planning. Until the static access takes to compare the sizes of the bud
the volume of accomplished producsate&)r dynamic approach to control firstly the size of planned results in 1
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volume of accomplished production (or sales), and then compares with real sizes. According to the last meth
result of expenses is, which enables an adequatebadiider.

For standardization it is possible to speak about the case when the content of the labour is specified or prograr
means that in this direct way it affects the stand of the organization, with the aim of accomplishing the chosen
can be said that organizational control in the majority is based on standardization, since all the rules and pro
well as budgets are based precisely on standardization. However, the rules are only a segment of stand
considering thidincludes three aspects, as follows:

1. standardization of inputs,
2. standardization of throughputs,
3. standardization of outputs.

Standardization of inputs is a route how the organization can conduct human and material resourcesgeven befol
them in the process of work. Therefore, here we have to dadledifinedoninary control (control Navigator motion
control or retrospective), which is focused on the input of all resources in the enterprise .As for the human resc
contrbis focused on recruiting and their selection and in accordance with the requirements of the work. In othel
the process of human resource control will be accepted only those individuals whose performances are in lir
performance of terk.

In terms of material resources, this control is focused on the performance of materials such as quantity, quali
and trust, etc. Their behaviour in relation to the requirements of performance and on the basgisldhghis decisi
whetherthe inputs will be accepted or not accepted. In this way, the solvency of inputs is provided which is o
assumptions that even further processes the processes in such inputs will be satisfactory.

Standardization of throughputs includest@kgmitaining to the transformation or conversion of inputs into outpu
Its task is to ensure that it takes place exactly as it is defined before

(solved in technological way or programmed) and activities to be developed in a mannenandraetiefosame ti
the desired goal of this standardization is predictable. Technological rules and procedures are key paths to a
standardization.

Control is selective (check yes/no and simultaneous control) and is focused on the pndogsmpdtsansior
outputs.

Standardization of outputs has to do with what becomes specification of the characteristics of the performa
product or final service (dimensions, tolerances etc.) in order to provide them the compealiehafibestion so
control, which is focused on the output or result of the enterprise, following the completion of the transformatic
For this purpose, the enterprise control systems use attributes such as QC, TQC and others.

Control of the group

Different from bureaucratic control, control of the group is no formal arrangement and structured organic v
behaviour of individuals and groups in the enterprise, and is a characteristic of the organizational structures of
The behamirr is by group standards with culture of the corporate cultaoniold $BE system of services is not
individual performances but in groups.

Different from bureaucratic control which is a mechanism that is outside the group, thbearechiagrisap tisat
formed by the group itself by setting an internal systeraraf vadaeszational standards. Its purposeoists#|f

when the individual feels a responsibility to work at his/her best, both for its own inteesfaistheesinteltexttof

the enterprise. Therefore, the control group of employees are not controlled by any violent external system, su
superiors or separate control group. In this case, they create themselves their own system aefustandards a
according twhich they behave.
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Conclusios

Thus, with full responsibility we can say tharealelesively stable concepts, durable and fundamental in what the
tend to achieve and strategies are specific types of operationalizattitutEhtine dasic framework for behaviour
and leader. Important elements of successful enterprises are fundameritas/gluggy, trust and service. The
respect toward them in individual level presupposes the existence of the cagdnstatios),etw but at the level

of organizatiesuccessful implementation of the strategy.

Standards are concepts of desired behaviour forms, respectively standards for behaviour at work and the expec
by which the values are operatiahakzpectively, the vakrestransformed into dailys for the employees. It is
believed that compliance of arranged standards is a condition for the existence and as well as the cgndition for
and success of the enterprise.

Valuesndstandards are two important elements of organizational culture which is a part of each organization a:
and consequence of the behaviour of individuals and groups in the organization. It is regarded as the mos
instrument of implementatfdhe strategy, therefore, without an adequate organizational culture, strategy simply ¢
be implemented.
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Perspectives of Prison Privatization as a Solution taiiue System Crisis in Croatia
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Abstract

This paper presents arguments supporting the statement that the Croatian prison system has been il
for yearsaand presents pros and cons of introducing prison privatization as a possible solution/reme
observed by researchers, journalists, government officials and the prison staff and prisoners themselve
countries that have previously introdutibdise private prisons as a way of dealing with excess number c
prisoners, which, in vast majority of cases, was/is the primary, but not the only incentive for turning to t
sector for help. The initial section of the paper focuses brhdefinilge r ms Apri son sy s
privatizationin and classifying the possible m
articles published from the late 1980s onward, after which an brief overview ofizatiqripoocpssat
worldwide since the beginning of the modern prison privatization process is given. The central part of |
gives: 1) an answer to whether prison privatization is even legally achievable in Croatia, and if not, wha
need to beone in that regard, and 2) an overview of the overall condition of the prison system in Croatic
on several parameters as they change through the y@&s4j2G05ameters presented, defined and
analysed include, but not exclusively: avasabtegmd penitentiaries, prison capacity, prison population,
prisoner flow, imprisonment rate, remand prison, misdemeanour prison, supletory prison, recidivism rat
prison violence, suicide attempts, the use of facdansadéf ratio, staffnover rates, etc. The final section

of the paper is dedicated to presenting arguments for and against prison privatization. In the conclt
author gives his insight on the current situation with the Croatian prison system and whé&ther Croati
experiment with prison privatization.

Keywordsprison system crisis, prison privatization, privatization models, pros and cons, parameters

Introductiord Prison system Crisis

As any other part of the state government's public sector, prisois gystentaawisis. And, just like with any other
part of the public sector, the solution chosen to battle the crisis greatly depends on the existance of certain a
political will to make (from a future political standpoint often rislag detlisi®fisancial constraints that a particular
country's given budget presents.

Speaking of prison systems in this context is important because, judging from other countries' experiences, |
about prison privatization does not arise isatil ayjstem is no longer operating normally, and the question that the
immediately arise$ ighat is prison system crisis and how do | recognize whether a particular prison system is in

And, indeed, it is not a question easily answeredybtthidess, one that needs to be answered if one is to know
whether something needs to be done and in which direction the changes should head, and, finally, if prison pri\
the way to gowhich is the aim of this paper. Based on the titsetitzbed for the purpose of thistjtapeuld

seem that certain guidelines exist that, if present and detected, would lead to the conclusion that the aforel
guestion about the occurance of prison system crisis should be answered affirmatively

The parameteras observed on the example of Croatia's prisonagstenfollows (not necessarily in the given
order):

1Research materials included research papers, study reports, various official govgyuwveeminand association reports and
releases, as well astember of newspaper articles.
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available penitentiaries and piisonrticular, their size (capacity) and state,

prison occupancy fiaté of total availe prison capacities filled,

prisoner flointhe ammount of prisoners who pass through the prison system (measured on a yearly basis),
imprisonment rdtprisoners per 100,000 people/citizens (EU avet@@pe is 80

remand prisérprison in which a pergheld prior to being sentenced,

misdemeanour pris@entence served as a result of committing a minor offence or a misdemeanour; many countt
not familiar with this form of prison sentence,

supletory prisdmrison sentence occurring afiteg éof committing an offence has not been paid in a given period,
recidivism ratehe ammount of repeat offendergenced twice or more times to serve time in a prison,
parolé conditional release of prisoners prior to serving full lengghtehttegir

probatioi outofprison supervision period of a convicted person used in place of a prison sentence if the prison
not repeat the offence or commits a neandne,

various prison discipline and order parampgsens violence, suiattempts, the use of force;tstafihate ratio,
staff turnover rates, etc.

It is important to note that, as far as research done for this paper goes, it was noticed that a larger number o
parameters were present in almost every cocredylgfierison system crisis, but not necessarily all the parameter:
most likely because the severity of a single one can disrupt the normal flow of prison life so much that a pris
would indeed be in a crisis. This is especially the case withydatiomhen the number of prisoners greatly exceeds
prison capacities. Interestingly, it was also noticed that this parameter (overcrowding) has been a constant in a
examples.

The eleven listed parameteres are used to assess theigstiakey aspects of prison life which dexmibed in
his work, and are widely accepted as such in the scientific secumnityaifety ordercare,activitiegustice,
conditions, and management.

Considering the fact that there are spanmameters and aspects to have in mind, hardly anyone has tried to give
definition of prison system crisis, the exception being Cavadino and Dignan, who tried to define it by stating
longetasting condition of the prison system in whidkotie are overcrowded, which negatively affects living
conditions, hygiene, health care, treatment programmes, which then results in negativity between prisoners al
and leads to unrest, riot, crimes, escape and the decline of treatmamtspoogss rate and involvement (if
voluntary).

As we can see, the given definition is basically a sum of all the aspects of prison life, and, becauselpf that, not
useful, and it might be prudent not to get involved in trying toeestaltisictor-or this paper's reach, it is enough
to understand of what elements the term is comprised.

1In some countries, the supervision activity conducted upon parole (or early release of prisoners) by palielé officers is also
probation, which can often lead to confusion.

2Logan, C. H. (1992). Well Kept: Compaitihgd@Confinement in Private and Public Prisons. The Journal of Criminal Law &
Criminology. Vol. 83, No. 3, pfa15] The idea was later adopted, with minor modifications, by Perrone and Pratt, as well as
Makarios and MaahsPefrone, D., PrattCl (2003). Comparing the quality of confinemeneHadtivestess of public versus

private prisons: What we know, why we do not know more, and where to go from here. The Prison Journal-¥2, 83, No. 3, py
Makarios, M. D., Maahs, J. (28 B¥jvate Time Quality Time? A NationaFRitiatE€omparison of Prison Quality. The Prison
Journal. Vol. 92, No. 3, pp3336

3Cavadino, M., Dignan, J. (2006). Penal $yst€mmmparative Approach. SAGE Publications. London, p. 43
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When contemplating about prison system crisis, one must always keep in mind that different areas of public sec
much influenced by one anotltéch is particularly important when reviewing the influence of budgetary cuts
changes made to the criminal justicelssstemhole on the prison system.

The following section of the paper will focus on definingiduntprivatizatiand tassiflying different models of
prison privatization that have seen the light of day in practice.

Prison Privatization, its Models and Aims

There is no single agrepdn definition of the terison privatizatieither, but in order to fully undethtanetst of
the paper and why it is even researched at all in this context, it is important to give an overview of wat the terr
describe and what models of privatization there are.

Prison privatizatigna particular form of pyliate partnership (or PPP) in which the state abandons a part of i
prerogatives pertaining to building, maintaining and/or managing one or more prisons to a private sector invest
attempt to save budgetanysfior other public sector areas and improve the conditions of existing prisons, or 2) |
situation where there is an immediate need of additional priséiThagsit@siation may not necessarily be strictly
in relation to prison systerns coigt often is.

Now, there is a very similar term that needs to be distinguished from prison privatization, prisahdndsieyterm
which basically represents the involvement of the private sector in the productive asped o fmitgndife, an
standard in most countries' prisons, public or private. Therefore, public prisons with private sector involvement
in production and distribution of prison products shall not be regarded as true private (or privatized) prisons.

Basel on the given meaning of prison privatization and the possible degree of private sector involvement (exc
above mentioned form of involvement), we can see that there are three basic models of prison privatization:

management motl@rivate comtctor takes over an already existing public sector prison and continues to manage
the contracted period, ranging from several years all the way to several decades,

the secalled DCMPé¢sign, Construct, Manage and Rircamteact modeprivatanvestors agree to finance the
construction of a new prison which is then under their management, for which they are paid a specified sum &
on a regular (monthly, yearly)®dasis,

and the serprivatization model, also knovautasurcing certain prison functions (such as medical care, prison
maintenance or cooking) are performed by the private sectdr contractor.

There are examples of prisons where a combination of two or all three of these models are used.

The discusssion about the pdssibil prison privatization, as stated, usually doesn't start until the parameters shov
the prison system is adasting crisis, and that the prison conditions are steadily deteriorating. But even then, |

1Changes ithe legislature (e.g. in the Criminal Code, Prison Act) and the overall prison policy shifts (which usuatly precede ct
the legislature).

2Roth, L. (2004). Privatisation of Prisons. NSW parliamentary library research service, Background papéapio. 3. [Online] Av
https://www.parliament.nsw.gov.au/researchpapers/Documentsippiriatisatiogo®4 . pdf

(Apr 6, 2014), p. 2.; Tlappnents of prison privatization believe that private sector can manage prisons much more efficiently, :
therefore appease both the contractors (the states) and the prisoners who are, in this context, the camracisolnject (apart fr
themselvesind will be further discussed in one of the following sections.

3Genders, E., Player, E. (2007). The commercial context of criminal justice: prison privatisation and thepE€riraiaain of purpos
Law Review, p. 3

4Miller, D. W. (2010). The Df&ohdic Prison Systems and the Role of Privatization: An Analysis of State Correctional Systems
ProQuest Discovery Guides. [Online] Available:

http://www.antoniocasella.eu/nume/miller_2010.pdf (Apr 7, 2014), p. 3; For different classifieatic@hargmpldé-sek,

Thompkins, D. E. (2002). Corporations Go to Prisons: The Expansion of Corporate Power in the Correctiodigisindustry. Labor
Journal. Vol. 27, No. 1, pp94&r Cavadino, M., Dignan, J. (2006). PenaliSkdtermparative gxpach. SAGE Publications.

London, pp. 3324
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privatization does not always conmeda@bates, as there are many other ways (strategies) that, presumably, tar
specific flaws of the prison system, or try to alleviate the situation before the criminal procedure even re:
imprisonment stage, such as:

decriminalization and de rtan,
additional restrictions to imprisonmenrtanyiotion stages of the procedure,

abandoning or narrowing the usage of mandatory minimum prison sentences for certain offences, as well as
relatively short prison senténces,

taking theucrent occupancy rates of prisons in consideration in the sentencing stage,
encouraging compassionate release of elderly and severely ill prisoners,

expanding the use of alternative sanctions (alternatives to prison sentence), an importarthpasheswhimhrar
as community sanctidns.

This paper will focus on the first two models of prison privatization for which it is characteristic thatttihe ammount
private investor/contractor directly depends on the occupancy rate iraphigpnsthindgher occupancy rates of
prisons.

Prison privatization itself does not include any particular aim or goal. It is simply one of the means wihtwhich the
(more concretely, the Ministry of Justice, a part of which is the BurgaandfiPissa structure commonly found in
most countries) is trying to accomplish one of the following:

reduce the costs of managing the prison system (by far the most important in practice),
improve the effects of rehabilitation of prisoners, and
impree order, safety and security in prisons.

The decision to turn to prison privatization as a solution to the prison system crisis is not somethirantb be taken
therefore, it is very important to access arguments of both its proporseiatschiieienitieigh the possible risks and
benefits of prison privatization in relation to other possible methods of relieving the pressure within the prison
which primary source is the growing prison population.

But before those arguments atesdid in more detail, the following section will give an overview of the process of ¢
privatization in countries that are deemed as leading countries in the area, either by being among the first to a
by how many prisoners are heldatepprisons (in absolute numbers or in perdestagedit both criteria, e.g.
United States).

A Comparative Overview of Prison Privatization in the World
The United States of America (USA)

Considering the long historic development of prisoiopfivasizatly fitting that the overview starth&dinited
States of America (US%) USA are the craddle of prison privatization, both its historic form and the modern |

11t was recognized some time ago in many European countries that prison sentences up to one year can have more negative
positive effects on prisoners (for example, criminal infection). Theee$twe/yHssirzg abandoned and replaced by alternative
sanctions.

2More on this topi@tabay, T. (2013). Handbook on Strategies to reduce overcrowding in prisons. UNODC. [Online] Available
https://www.unodc.org/documents#fumiresorreform/Ovemnding_in_prisons_Ebook.pdf (Jul 8, 201563p[.72880.

3This is considered to be an argument against prison privatization, and will also be further discussed afi®wiigin one of the f
sections.

4The history of prison privatization iessiexie.g. convict lease system) that it deserves its own dedicatddgsaperCsee:

(2013). International Growth Trends in Prison Privatisation. The Sentencing Project. Research and Advoedcy for Reform. [Or
Available:
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privatization wave, which occured in the beginning of the 80 Phigatimatéon process started out as semi
privatization (involving education, catering, cooking and building maintenance), and then expanded to full contro
but progressing from juvenile detention facitilies to adult prisons.

Prison privatiian was viewed by many federal and state politicians as the right means {adiglaisihg prison
population and overcrowding in prisons, which then led to worsening of prison conditions, as a result of which
started receiving mord avore complaints from prisoners about inhumane conditions in which they were servin
prison sentences. Being respectful to the law, the courts started ruling in favour of prisoners and thehstates were
growing ammounts of compensatiodaraades to pay, as well as with having to release prisoners which they did
deem fit to be released from prisons, simply because they could not meet the demands imposed upon them by ¢
On top of all that, private lobbies seeked to petoetnate and more areas that were once considered inherent to ar
only performable by the state due to various constitutional legal and ethical constraints.

As it so happens, those were also the first years after the start of a longer-paiiedhaishe@sarinpelitics in

the USA (which carried on in the UK as well), which started in the period of the conservative government of
Ronald Reagan, which meant that politicans would gain support by publicly blaming criryhifoy liedathatve
was, at the time, going on with the US economy (e.g. budgetary deficits). Legislation was passed to authoriz
penal policy. More noteably, ther¢hwezrestrikes and you'rdaws which imposed mandatory prison sentences for
repeat offenders, and many drug offences started being punished by mandatory minimum sentences whic
overcrowding prisons all over the USA very shortly.

Of course, we cannot disregard the fact that the USA have also traditionally bedchededatey ébadt freedoms

in order to score political points have been particularly fierce (even nowadays, e.g. in regard to carrying firear
believed that the private sector will manage prisons more effectively, and that, by usiagdiifdeawnpreaon
capacities, the complex and lengthy public procedure could be somewhat shortened.

The process started slowly, but has since then eaptbtleete are currently over 130,000 prisoners serving their
prison sentences in privatengridederal and state prisons), which ammounts to 8,4% of total prison population.
only take federal prisoners into account, the percentage goesistof PZB14.out of a total of 50 states, 30 states
have introduced some form of prisatization, but percentages of prison populations vary greatly from state to st
ranging from 0,1% in Maryland to 43,6% in Net\Thegioerall private prison population has been on a slow decreas
the last few years (since 2012), but not yet@rogghrage the private prison project rejection hypothesis.

The United Kingdom (UK)

Prison privatization in the United Kindgom lagged about 10 years compared to the USA, but the progression
since been quite similar, and the UK was stillEheofiean country to experiment with modern prison privatizatio
models. The then new conservative government of Margaret Thatcher tried to and succeeded in deregul
transferring many public services to the private sector, as she believed ityéefficient.

http://www.sentencingutaprg/wpontent/uploads/2015/12/InternadicovadkT rendsn-PrisorPrivatization.pdf (Apr 6, 2014);

Miller, D. W. (2010). The Drain of Public Prison Systems and the Role of Privatization: An Analysis of &tais.Correctional Sys
ProQuest Discov&uyides. [Online] Available:

http://www.antoniocasella.eu/nume/miller_2010.pdf (Agamex)1A);Bottomley, K., Liebling, A., Clare, E. (1997). Privatizing
prisons: Rhetoric and Reality. SAGE Publ@atigns;r o v i | , Z. (2 0i QvBd) u.pendlaiju.nPeamndfakultetv r g n o
Zagreb, pp. 1489; Cavadino, M., Dignan, J. (2006). PenaliSksBemparative Approach. SAGE Publications. London pp. 305
321

1Seelippke, R. L. (1997). Thinking About Private Prisons. Criminal J¥sticé@&tNics], pp-38Dolovich, S. (2005). State
Punishment and Private Prisons. Duke Law Journal. Vol. 55, N&4@&, pp. 438

2Particularly in the 90s,Jaaes, A., Bottomley, K., Liebling, A., Clare, E. (1997). Privatizing prisonReRligto84 Gid
Publications, p. 8

3Carson, E. A. (2015). Prisoners in 2014. U.S. Department of Justice, Office of Justice Programs, Buregpdf.Justice Statistic:
[Online] Available: http://www.bjs.gov/content/pub/pdf/ip14.pdf (Nov 11, 2015), p. 1

4@alik, L., Gilroy, L. (2015). Annual Privatization Report 2015: Criminal Justice and Corrections. ReasonAvailatkgion. [Online
http://reason.org/files2ir5criminagjustice.pdf (Nov 12, 2015), p. 4
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However, she too hesitated to experiment with privatization within the prison system, that is, until 188¥, when, a
delegation's visit to certain private prisons in the USA, the British Adam Smith Instiate ptiggésidiopas a
means to make budgetary cuts in the justice départment.

A year later, in 1988, the Parliamentary Committee recommended building new prisons through PPP, and as &
first private prison, HMP Wolds was open in 199phduMiagor's governing period.

It was the initial idea that the progress should be gradual and rational, but then in the same year sevexal more ne
were signed.

Despite what he claimed during the political campaign process, Tony Bamrardthismggowed down the same
road.

The most used prison privatization model since the beginning of the process has been the DCMF model, althou
models were/are present.

As of 2014, there are 16 private prisons in the UK, of whichlardewhBbds often examined separately in regard
to prison privatization, as it alone holds the highest private prisoner population rate in the WHubeowerdd! (20%).
prison population rate of the UK is about 15%, which places it rigttiatiehésottfe country with the 2nd highest
private prisoner population rate in the world.

Some researtsuggests that tbentemporary British government's view on private prisons is mixed, as there are re
that suggest that the best private msoate better than the best public prisons, but also that the worst private pris
operate far worse than the worst public prisons. Also, there were several failures to comply with contractual
noted which then resulted in high finepforateecompanies involved. Finally, it was noted that, upon examining d:
prison routes, very few differences were found, which may lead to believe that prison privatization iss0t as effec
presumed.

Australia

Australia was often used akease valve for convicts whose numbers started building up in the UK since the late
century, and considering the age we live in, that was plenty of time for stable privatization models to develop. A
it was the case, as Australia is, tlext48A and the UK, the country with the most developed prison privatization sy
in the world.

The modern prison privatization process started in the late 80s, a few years before it started in the UK. The f
prison opened was the BorallsanRn the Queensland Territory under great influence from the United States, notic
by the fact that the key managerial functions in the prison and the prisons opened afterwards were given to Amr

As of 2014, five of total eight Australiemiggtrave privatized some of their prisons, which represented a total of 29,
prisoners and a private prisoner population rate of 19%, which means that Australia is the country with the hig}
prisoners population rate in the world.

Developnms in the Continental Europe, Asia and South America

Prison privatization was approached with extreme caution in the Continental Europe. Although all the countr
expressed themselves negatively towards it, there has been some dealapeacoven the past two decades.
One of those examples is France, where the hytmiichization model has been widely used. Similar processes hav

1Nossal, K. R., Wood, P. J. (2004). TrerlReggyof Prison privatisation: Australia, Britain, Canada, New Zealand and the United
States Compared. London University. [Online] Available:

http://www.antoniocasella.eu/nume/Nossal_2004.pdf (Apr 6, 2014), p. 9

Nuletil, I . ( 2a8 & lution fér oversapanity @ prisonsairt Grogt@?2. Zbornik z medzinarodnej vedeckej
konferencie Bratislavske pravnicke forum 2013, Bratislava, p. 1110

3Privatisation in Scotland (2006). A Briefing Paper of the Scottish Consortium on Crimstiaad@esgoal. [Online]

Available:

http//scccj.org.uk/documents/Prison%20Privatisation%20in%20Scotland.pdf (Apr 6, 2014), p.4
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been noted in Belgium, the Netherlands and GEnerartyas also been speculation about possiblerpatization

in Poland and Greece, but no projects have been put in motion as of yet. There are also countries who do not s
overcrowding and have started loaning prison capacities to other countries struggling with itefyotigh contraci
Netherlands and Sweden.

Apart from Japan, in which there are 4 private prisons (as of 2013), but only for first time offenders, other Asia
have yet to experiment with prison privatization. There were some talks noted abeutil iGilgadwearding to
experiment, but as far as the author's information go, nothing concrete has been done yet.

Unlike Asia, South America has seen a more rapid prison privatization development in the 21st century. The fi
to privatize someitafprisons was Chile in 2003, joined by Brazil soon later. Recent data suggest that it is alsc
seriously considered in Peru and Mexico, as well as in the Carribran countries Jamaica and the Dominican Rej

The following section of the pap&yows on Croatia and will try to give an answer to whether its prison system is
crisis and, if so, whether prison privatization could be one a valid solution.

Is Croatian Prison System Facing a Crisis?

Reviewing the provisions of the Consitdtittre Prison Act, one could not find anything that would directly oppo
prison privatization. Namely, it has been the standing point of theory for some time that, in order to legally ar
prevent prison privatization, it is necessary te @mabiltition, since the lack of provisions would pose too much of
grey area (fAwiggle roomfi), because it is highly
discriminated/treated differently in any way. In the US¥, ddineisdspecifically to prevent prison privatization.

Moreover, there is even a provision in Article 6. of the Prison Act which states that the Ministry can and does
with other legal persons on improving the conditions in prisonsy witéchret@tklcould give way even for a process
such as prison privatization.

To anwer the question whether Croatia's prison system is in a crisis, it is important to get a grip ondhe current
the Croatian prison system in general.

For the ppose of this paper the data frorh&t@dldarlier years will be used only, as the 2015 Report has not yet be
published or gone through the necessary parliamentary procedure due to the Parliament dissolving on July 15

According to the 2014d&e(p. 7) by the Bureau of Prisons of the Justice Ministry of Croatia, there are 12 prisons
penitentiaries in use, most of which were built decades ago in the former Jugoslavian Republic, and were oft
deal with political opponents.

Sincethe prison system (both types included) became overcrowded in 2004 (maximum security capacities), wi
that the current condition has been ongoing for over a degildéamaisonment rates constantly above EU average

(more than 100 as of 2@@¢rcrowding reached its peak in 2010 when the overall overcapacity was 54,13%. If w
a closer look at statistical data, we can notice that the overcapacity in maximum security prisons (which repre
the greatest portion of total prisotit@g)an the same year was 68%, and on top of all that, a great number of priso
who should have been serving their sentences in maximum security conditions were forced to be moved to low

1See Ibid.; James, A., Bottomley, K., Liebling, A., Clare, E., Privatizing prisons: Rhetoric and Reality, VG . R@blications, 1
2See ICPS News Digest, 32nd EditionAgar@016, p. 13; ICPS News Digest, 18th Edition,-Neeember 2013, p. 3

3Mason, C. (2013). International Growth Trends in Prison Privatisation. The Sentencing Project. ReseaRbfamd. Advocacy fo
[Online] Available:

http://www.sentencingproject.ecgignt/uploads/2015/12/Internddimovalkl rendsn-PrisorPrivatization.pdf (Apr 6, 2014),

4lbid., p. 3

5l zvjeglie o stanju i radu kegodimjVadaiRepahlike Hraatskeor a i odgoj ni h
6 The Constitutional Court of Croatia first warned about this problem in a 2008 decision (8 years ago), am2@dr&inued warning
stating that, considering the current state of the prison system, overcrowgi#gesolvdchfatr several years to come (which
proved to be on point, even though the last available report at the time was the 2012 Report).
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conditions. In addition, some prisons have rtyy(B8de3) been reported to have had over 100% overcapacity, as w
noted by the Constitutional Court in one of its reports.

Mihoci also states that Croatia's additional problem is the lack of educated prison staff and prison guards, wh
safetyand security in priséns.

The number of ECHR proceedings against Croatia has also been on an increase over the past decade, which

increased public expenditure on equitable relief payments, to which the Ministry was also warmauaby the Co
Court in several decisions and répbe<ourt also pointed out that the Croatian prison system was deemed inadeq
by the CPT (Commission for the Prevention of Torture of the Council of Europe) during and after its séveral visits

Several indicators of prison system crisis are still present in Croatia, even though a lot has beeB geas in the pa:
to relieve the pressure of the massive ammount of prisoners on the whole system, which has seen the priso
occupancy mfinally drop beneath FJ@%east overall) and those are:

the occupancy rate for maximum security prisons is still above 100%, even if only measured on December 31, v
up opportunities for potential manipulations with numbers fpuigiagstcal

the number of released prisoners has declined,

remand prisoners represent 21,57% of total prisoners at the end of the year, but overall the percentage is even
sitting at 29,35%, which means that more than every fourth prisonedipriopid or without being convicted and
sentenced to prison, which indicates a problem earlier in the criminal procedure, and even the possibility of n
overuse of an institute involving depraving people of their freedom,

recidivism rateaa very high 36,7%, indicating that more than every 3rd prisoner is a rfepeat offender,

supletory and misdemeanour prisons are on decline, but still represent almost 10% of total prisoners passing t
system as of 2014,

2013 and 2014 have shokig decrease in the number of prisoners involved in educational programmes, as well a
involvement in other treatment programmes, which has decreased from 41,59% in 2010 to 25,1% in 2014,

condititional release numbers are also on decline ir?2Q#43 and

the ammount of sefficted injuries has risen, but, more importantly, the percentage of the prisoners stating dissati
with the result of the criminal procedure or their treatment in prisoners is again on the rise and alordst back to
level from 2009 (30%),

the number of visits has greatly declined in the past three years, which, coupled with the decrease of phone
and letters received, could indicate that prisoners are becoming more and more distant freandhesaestyemaind
which may have a negative effect on rehabilitation as welteleaseptions (which then affects recidivism rate),

the Ministry has stated the need for 4004 employees total in the prison system to cover every ingmrtant aspec
life adequatly; however, the gap between that provisional and the actual number of employees has seen n
increases over the last 10 years, as evidenced from 2005 through 2014 Reports, partly due to the lack of funds
also due to theck of applicants for job openings (e.g. prison medical staff) as well,

1 Constitional Court of the Republic of Cr¥&&#6442012 (Jun 12, 2014), [Online] Available:

http://www.usiha/en/caskaw

2Mihoci, M. (2006) Sigurnost kaznionica i zatvora, Hrvatski ljetopis za kazneno pravo i praksu, No. 2, p. 904
3e.g.Constitional Court of the Republic of Ckibti&312007 (Apr 23, 2008), Constitional Court of the Repuiblidisf Croat
5464/2012 (Jun 12, 2014).

4Visits were made in 1998, 2003, 2007 and 2012.; Reports are available at http://cpt.coe.int/en/states/hrv.htm

5As noted in the 2015 Report (p. 11).

6 Reports prior to the 2012 Report did not keep track of dhisagtgimtic but the last three available suggest no improvement in
this area.

7The 2014 Report suggest that the prison system is operating on a 32,72% employee deficit.
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over 60% of all employees (in an already underemployed prison system) pertains to security guards, and

expenditure has been exceeded income in the prison sector sincea300B @ll2B&2y which caused the budgetary
deficit carried on to 2013 to be as high as 56,4 million croatian kuna (over 10% of total prison system income fo
and even though it was drastically decreased in 2014, it seems that wel geasdihaayeirmm the prison system
being able to reach financial balance; namely, out of total income of just over 534 million kuna in 2014, which v
year to more noticeably decrease the deficit carried on to the next year, 493 Asrathienfinameed through the
state budget, and the total expenditure was 493,35 million kuna.

There are positive parameters, of course, but the ammount and severity of some of the listed ones indicate tha
indeed experiencing prison systeésrircesveral key aspects of prison life, particularly considering the fact that sin
state has endured for over 10 years, and has withstood some drastic changes in the legislation, as well as f
increased use of probation since passindpé#tieffect in 201.2.

Argumentd-orandAgainstPrison Privatization

As was mentioned earlier in the paper, prison privatization debate has been a fierce one for almost 30 ye:
continues to have more and more educated people involved wainieis @md analyses. Since there is a great
number of papers trying to catalogue the for and against arguments, but even more papers who only represent
the story, this section will try to give an overview of all the main argumertsproemtsotimd critis of prison
privatization.

Proponentsf prison privatization mainly use the following arguments:

the private sector is more successful at management and inovation, so the privately managed prisens will be
effectivéthey suport the argument by stating that: a) competition promotes ideas and pushes the boundaries
can be accomplished with a set ammount of resources, b) private prison administration is less burdened by bl
procedures, c) private sector manatgéme much more employment flexibility than the public sector prisc
administration,

since the private subject's profit will directly depend on how the prison operates, prison privatization will strel
reponsibilities of prison administratorsute ¢hat prisoners get the necessary treatment and conditions, and tt
prisoners' rights are respected in every possible way, since the smoother the prison runs, the more profit the pr
subject will retain from the contract; prison iprivatizatso require of the government to find inovative, better ways
monitor how prisons operate, and it will be easier to perform the monitoring on private sector subjects than on i

in connection with the above presented argument, sipcs@nvatél need to operate more efficiently, this will also
set new standards for public prisons to follow, pulling the entire prison system forward and raise the standards

Prison privatizatiznticausually present the following arguments

the main argument of the critics is that the act of sentencing, as well as the execution stage of the criminal proc
inherent prerogative of the state as part of the social contract between the People who agreed to delegate th
excluively to the State; prison policy is an integral part of a wider, criminal policy, which cannot be delegated by
to any third party, a legal construct different than the State itself, because imprisonment in itself contains lin
person'fundamental rights and freedoms; simpihguia person bretiieslaw, he/she expects to be sanctioned by
the State, and his/her mindset is shaped in a way to be prepared to accept the consequences; therefore, the S
delegating imprisomin® private sector subjects, deal damage to its*authority,

1 http://dalje.comferatia/probatibrlpseducghenumbeofprisonersaysminster/499558

2Critics warn that this is not the case and quote studies conducted by researchers which suggest the costuedattion to be mil
best, and not worth the risks of privatization, especially on the safety, security and ordefifspdoist ahpastant studies will

be discussed in the following section.

3Proponents claim that, since the authority to imprison did not originate within the State, but was givétetpthdiState by the
derivative), as long as there is noabfemtn the People, the State can further delegate this authority to other subjects, as long a
keeps supervisory powers over private subject's activities
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the motive for profit has never been, and should never be the goal of imprisonment, which, they claim, it cle
participating private sector subjects; the goals of penishimgmbnment are both well established in legal theory,
as well as formalized in fundamental criminal law acts, such as the Criminal Code and the Prison Act (which is
Croatiaj;critics express concerns that this could mean: a) lowering stimecdeads &xpenditure, b) hiring less
experienced personnel and paying them less, as well as providing them with less job security, which coul
demotivating effect, c) if private sector subjects know they will boost their profit by meva)d.endreipgiss

close to full capacity as possible, while not exceeding it, it will suit them to keep their prisons fillethgy promotir
for stricter laws, harsher sentencing practices and delibaretly provoking prisoners in ordenidonestandbyhei
their actions, d) hiding problems within prisons from publicly available records to avoid finad@alreprecussior
accepting only prisonsers who require less care and less security, as they less costly to keep imprisoned,

making pfit from imprisonment is unetiicdleven though there are private subjects in other branches of the put
sector (e.g. private medical practice), they are aimed at relieving pain, not inflicting it, of which, thimadliz, mostly no
imprisonnme is a type.

Is Prison Privatization Worth the Possible Risks?
To answer this question, it is necessary to point out the possible risks of prison privatization.

Simply put, almost everything that the critics of prison privatization point odgeresgprisemntprivatization are
possible risks associated with it, although there are certain arguments that critics tend to attribute i@sticular che
specifically to private prisons, but are, in reality, present in both privatears] plidgicfpridifferent resons.

A good example of such a characteristic would be the lack of personnel motivation for prisoner's treatment ¢
rehabilitation in prison. On one hand, in private prisons, it would stem from the fagtatbatjtisraemigss paid,

more insecure, the personnel is often forced to work extra hours, they are often unprepared for the challenges ©
particular aspects of prison life or@digybasis. On the other hand, in public prisons thé igdessnmetivated
because they do not feel the consequences of the failed treatment and resocialization on their skin since the
usually wetlrotected, regularly and better paid (in comparison with private prison employees), aftbtheir jobs ¢
much more secure, whether the prison is operating at 50% capacity or 150% capacity. It is unrealistic to expec
go as far as to think about that the better the treatments work, the less prisoners will return to prison, and w
reduced work | oad for the same dAprize. i

Hidden in this section's title is another gaestimivate prisons moreafsttive than public prisons? This is, in vast
majority of cases, as stated earlier, the primary reason to privatise priaonisg Tases are usually situations in
which an urgent expansion of prison capacities is necessary, and the private sector subjects will only invest ant
they also take over prison administration for a minimum period of time.

1The aims are: retribution, deterrence, incapacitation and rehabilitation/reintegtgti®miSEe, Snacken, S. (2009).

Principles of European Prison Law and Policy. Oxford University-88ess, pp. 81

2Art. 2 of the Prison Act states that the primary purpose of imprisonment is resocialize an individual Bndquapiang one for li
to legal rules and social/ethical principles through humane treatment and respecting one's dignity.

sLundahl et al. (2009). Prison PrivatizationAaletis of Cestfectiveness and Quality of Confinement Indicators. Research of
Social Work Practidel. 19, No. 4, pp. 388, cfHeadley, A., GarZiamor, J. C. (2014). The Privatization of Prisons and its

Impact on Transparency and Accountability in Relation to Maladministration. International Journal of Hureardtiels, Social Scie
Education,oV. 1, No. 8, pp.-23

4More on the ethical dilemma of prison privatRatsg, ikl. D., Pratt, T. C. (2000). The Ethics of Correctional Privatization:
Examination of the Delegation of Coercive Authority. The Prison Journal. Vol. 8Q2RpLppie, RLA.. (1997). Thinking

About Private Prisons. Criminal Justice Ethics, Vol. 16, N88,1BpmRi@z, D. (2011). The Private Prison Controversy and the
Privatization Continuum. Law & Ethics of Human Rights, Vol. 5, N&71, pp. 138

SRoth, L. (2004). Privatisation of Prisons. NSW parliamentary library research service, Background papdabho. 3. [Online] Ave
https://www.parliament.nsw.gov.au/researchpapers/Documentsippixiatisatioge®4. pdf (Apr 6, 2014), pBREf

Gottfredson, S. D., McConville, S. (1987). America's Correctional Crisis: Prison Populations and Public Belicy. Greenwood P
Westport, Connecticut, pp223® , Di movski, D. (2014). PrivatniNo®s&ppvor i
551557
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Since the earlyS9Geveral authors have published reports on studies they conducted in their countries trying t
caseto-case and more generally, compare several representative examples from both private and public prison ¢
the methodology advancing eatiyrevery comparison attempt. Some studies have approached the matter strictly
a financial perspective, while others have studied both financial benefits and the prison life quality imapact. Ther
been authors who studied only the gealgpgcts of private prisons.

When it comes to the quality of prison services, it is the opinion of the majority of researchers that the service
are roughly of the same quality, and will, for that reason, not be discussed further in this paper.

The attention here will, therefore, focus on answering, perhaps (opinions may differ here), the more important
are private prisons morefsttive? even though, as it turns out, the comparisons yielded about the same result:
the qualitive studies.

It is interesting to note that, as the studies progressed with time, it seems that it became more and more obvic
differences in cedtectiveness between private prisons and public prisons may not be as signifidsalieaewas once
to be the case. In fact, the onlyamatigsis, which aimed to detect if there are differenedfeativesess between
private prisons and public prisons, conducted by Praat and Maahs in 1999, suggested that the ownership facto
insignificant role in determining how well a particular prison would fer#eictitrenesstscheme. The determining
factors proved to be:

economy of scaline closer the prison population is to the maximum prison capacity, the lowee thedosts will
versa,

the state of prison infrastructiveenewer the prison, the lower the costs were, due to newer technologies used, req
less maintenance and manpower, and relying more on electronic surveillance, and

security level of the prigbe higher the security level, the higher the costs were of runnihg the prison.

The reason why matelysis is believed to be the most reliable method for this kind of analysis is the very nature c
analysis, which is basically applying atatistfiods to already existing research papers selected by criteria that m
certain requirements set in advance, to avoid partiality while reviewing the findings of each paper included inv
reach a general concluaion.

Should Croatia Turn toi$dn Privatization as a Possible Solution to its Prison Crisis?

The purpose of this paper was to signify the prison system crisis Croatia has been dealing with for over 10 yea
at least crack the complexity of the term, to explain wiratgbiiation is and what its place is in resolving a prison
system crisis.

While there is a fair ammount of evidence to suggest that prison privatization does not nezffbctivestetse cost
expectations as we were initially led to believialppltigctans and early authors, there is still some validity in approvir
the prison privatization undertaking in situations which involve sudden and sharp increases in prison populatio
types of situations, resorting to the private sess@témce might sometimes be the only way to relieve the strain o
the prison system as a whole, but it is definitely not a permanent solution, as the real reasons for thel existance
to privatize often lie in earlier stages within thgusticensystem (often it is the legislation or practice that require:
adjustments). When the source of the prison crisis is within the prison system itself (reasons other than stric
harsh sentencing), e.g. better education of prison stagftmuestnproving the monitoring system, delegating the
monitoring activity to-gomernmental institutions, etc., there are many safer ways to ensure improved prison con
in public prisons.

Since Croatia traditionally belongs to the groupes fadlanting the trends in Germany when it comes to criminal lav
and the only present prison privatization model there is the one that isn't really prison privatizatiothi the full s
term, and adding the facts that none of the surroumidésghaoue experimented with prison privatization yet, the fac

1Pratt, T. C., Maahs, J. (1999). Are Private Prisons-Mifeet@esthan Public Prisons? AAlkeissis of Evaluation Research
Studies. Crime & Delinquency, Vol. 45ppa35371
2More on the criteria used in Ibi@63R68.
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that the prison population in Croatia has grown a lot, but steadily, and the fact that things have shown signs of in
on their own in 2013 and 2014 in the mix, the only possilolie abtis point can be that prison privatization is not
something that would be recommended for Croatia at this time, but should be considered in future calculat
thinking about building new prison capacities, which are already nedéssprisdsine&astructure is mostly old
and badly maintained), but will in near future become absolutely mandatory, if we are not to be constantly cond
fined by the courts, both domestic and supranational (such as the European Cous)pahkidiothe Rigtitutions
(e.g. CPT), because it does not seem Croatia, nor
finance the construction of new prison capacities. Private sector subjects could prespottarsitrttofpay dipe

sum we would have to assign anyway over yearly installments with small interests.
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Abstract

This research is realized in city of Peja, in which included 30 employees of public enterprises that oper
city. Participants were aged betwdé, ey were 8 females and 22 males. For tHedéta ¢®used

an applied questionnaire with 12 questions.
positive relation with the management of hum
statistical productjon430*, p< .018]result that suppahts hypothesis of this research.

KeywordsMotivation, management, human resources

Introduction

The purpose of this research has been to see if motivation has a positive relation with management of human
In analyzed part of the literature is cited motivation, motivation at work and the management of human resou
rising of the hythesis and research realization is concluded that motivation of employees at work has a positive
with the management of human resources.

Literature Reviews

Motivation is a specific need or desire that presses the organism and direttsvascbiha\goal. All motives are

put in motion by some kind of incentives: Body condition, low level of sugar in blood or dehydration ssa feeling ac
guilty or anger. When something causes a directed behavior toward to a godiasensdiyabed ihe individual
(Morris & Maisto, 2008).

Motivation usually is defined as something that directs the behavior? What is included here? Psychologists wh
motivation are concentrated in three main issues. First one, whateds & fhetscato make an act? Second, what
leads a person to a certain goal? And third, what makes a person to be reluctant in his attempts to achieve that ¢
1999).

People are motivated to seek for social equality in the rewards theyighkecidotimances. According to him the
result from job includes: payment, recognition, promotion, social relationships, internal reward, rewards of diffe
like time, experience, attempts, education and loyalty. It suggests that peopiehavederttie results and their
contribution as a report and then they compare these reports with the others and to turn back to motivation if tf
high (Adams, 1965).

There are three main categories of motives: biological motivemttiesidadiarned motives in sociitylogical

motives as hunger, thieshperature regulation and sex have a determined physiological base. Stimulant motiv
sensory stimulation, quest, curiosity, pleasure and relationships with tberopieten)canetc make the individual

to seek sensory stimulation through interaction with environment. Learned motives in society as success, f
attachment are mainly determined from learning and have a base in soc{#ettijudneri@9y).

Which are needs and expectations of citizens and how can they affect in the behavior and their performanc
Motivation is a complex topic, this something very personal and is affected from many variables (Farren, 200(
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us twelve human neddat have been around from beginning of written history: family, health, prosperity, work,
economy, learning, shelter, social and spiritual interactions, community, free time, mobility and environment «
Work and private life in thenmi#annium will continue to revolve around twelve human needs (Farren, 2000).

Motivation at the work place plays a central role in the field of management practically and theoretically. Mar
motivation as an integral part of equation of thangerforail levels, whereas organizational researchers see it as
basic building block in the development of the useful theories and practices of the effective management. In f:
motivation describes many subfields that constitute: stggnmenmdeadership, including in teams, performance of
management , manageri al et hics, deci sion and organ
the effects that motivation can have (has) in their business and for thisnteaséor iheénpto learn and understand
factors that determine the positive motivation in the work place (Atkinson,1964).

Managers should understand what motivates the employees within the context of the roles they perform. Fr
functionsthatamager per f or ms, empl oyeesdé6 motivation is |
which motivates employees changes continually (Bowen & Radhakrishna, 1991). Many years ago, theoretician:
to reveal what motivates people. Ttdistiogtished afetylor (1858917), Mayo (188849), Maslow (190870),
McGregor (190864) dhe Herzberg (32230)By all means the motivation is so important that the theoreticians st
continue to develop their theories for motivatiotiteTaie éuild on the basis of the old theories .Theory is based it
five requirements or needs.

1. Survivallinitially people should fulfill survival necessities or to win enough money to buy food and clothes.

2. SafetyWhen are fulfilldebse needs, gae will be saft work this means to have a safe work place and
continues incomes.

3.Societywhen peopfeel safe and ask for friends and social activities
4. StatusHighest orders shoulduifilled. Firit the statgyseople should feel respefatethat who they are.
5. SeHfulfillment:Finally, this is what Maslow calledgelerm® in order to achieve the goal

Management in general meaning of the word has these synonyms: placement, regulation, planning, in
organization, direction, goal achievements, realization and also domination, manipulation, incurrence and frau
analyze all these synomymsan conclude that these include: regulation, planning, organization, direction or reali:
Al these have the meaning of a one way process,
Manager decides what to work, whereagth iunder 0 (i nferiors) are equipr
the managero bosso whereas his assistant #fAthe ri
Managers are called supervisors, because is presupmgeivisars have excellent views in certain situations
(Ramosaj, 200AuUmMan resources are people (including their knowledge, abilities and skills), who perform concre
within the enterprise. Resources present mean through which damtagpitlsesulfillment of their mission, they
transform these resources into new values to use them according to the needs and requirements of the mark
that deal with the changing of the organizational structure and the leadershigesf #ine eallegbrnanagers.
Meanwhile, the function of planning, human resources, leadership and the inspection of works in the enterprise
management. Management of the human resources is a scientific discipline which for subject tatebe human,
education, motivation, reward etc. Management realizes his intentions as a function using necessary human al
resources. Management of human resources is a systematic work of a strategic character which in the p
management hasdo with the relations between the enterprise and the employees with the processes: emplc
integration and education of the employees .Management of human resources is considered as an asset v
importance through which the managers thefi@lgectives, secure the stability of the enterprise and its competiti
abilities (Havolli, 2009).

The nature of human beings is pretty complex with a entirety of needs, desires and aspirations, which are cari
work place, determineapthin motives ,behasiwd attituddat they adapt during the realization of the their concrete
duties within the frame of business organizations. The interest of the scientists and managers to study this wid
of factors has been increasinthaimrdmportance is considered indisputable for three main reasons: a) For the vers
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recognition of human nature and that is one of the main aspects that determine the organizational way of w
projection, leadership style that must be fédlong of rewards that should be applied ,forms and methods of inspecti
the scale of centralizing authority and the way to solve conflicts etc. b) For human resources that play a deter
in the general performance frame of organization.c)fe t oday és environment in
where soci al el ements take increasingly paramoun
professional education of motivated people in the most apprapriateusialy condition on further using and
development of modern technology and also to keeprtimeclomgetitive position (Llaci,2008).

Hypothesis Mot i vati on at work has a positive relation w
Methodology
Participants

In this research have participated 30 participants who are employees in different public enterprises in commun
Their age was-28B whereas according to the gender distribution there were 8 females and 22 males. Participatic
the respondentsshizeen voluntary with a casual meeting with them in city of Peja.

Instrument
For the collection of the data are used a questionnaire for motivation at work which has 12 questions which we
l=strongly | dono6t abagreee5=IskonglylagrekoFirshdix questions were about mterne

motivation at work and the last six for external motivation at work.

Procedure

To realize this research we firstly had a random meeting with some citizens who declared ihaesai@remploy
public enterprises .They declared if they want to participate voluntary to fill in the questionnaire .[airing the real
the questionnaire there wasnét any wuncertainty ab
questionnaire .Whereas for the data elaboration was used statistical program SPSS.

Results
Table 1: Correlation between motivation at work and management of human resources

Correlations

Motivation at work  Management of hum

resources
Pearson Correlation 1 430
Motivatioat work Sig. (Zailed) .018
N 30 30
Pearson Correlation 430 1
Management of human resources Sig. (Zailed) .018
N 30 30

*, Correlation is significant at the 0.051aied)2

To testify the first hypothesis of this research:
resources Ais made correlati vied430hpl0g8d.i s and we ha

Conclusions

In this study prinbars analyzed relevant literature for motivation and is concluded that it is the internal force or el
a human that directs his behavior towards an activity or a certain purpose .Whereas motivation at work is concli
a complex process aady important one which plays a dominating role in the performance of employees in the fr
their activity in the enterprise. Therefore managers must be very careful and conscious for the way and stratec
to manage their employees. Impodamotivation at work is best illustrated by Maslow theory featured to the analy
part of literature. Whereas regarding to the management of human resources is understood that is presents an
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component put within the enterprises that ateasbifeor direction, preparation and functioning with human resource
In the other hand motivation at work without any doubt is interrelated with the management of the human resour
research is led by such hypothesis. To testify tree firstkyp i s of t hi s research: @ Mo
with the management of human resources Mnifs.4303de c
p< .018]This result is important and it supports in penitipténiipothesis of this research. Although many times can
be perceived that commitment and activity of the managers is low in comparison with human resources in public
and from this results that they are very active in the commitmemrofeéseurces and in general the employees
motivation at work .
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Questionnaire
Cired el filyou strongly disagree
Cirelfeigou donbét agree
Ci r cHf youiaBeneutral
Ci r c-Hfgougtee
Ci r cilfyu diréngly agree

Nr. Declarations 1 2 3 4 5
1. | am here to do this job to and to achieve an goal. 1 2 3 4 5
2. | go to work voluntarily. 1 2 3 4 5
3. | am very pleased when | work 1 2 3 4 5
4. I try to do my best. 1 2 3 4 5
5. I love my job because from the incomes | take | hold my family. 1 2 3 4 5
6. | work only to provide money and welfare. 1 2 3 4 5
7. | am ready to do extra work if my masksgene to do that. 1 2 3 4 5
8. | resist the pressure of the management because | want to keep ] 1 2 3 4 5
9. From me it is requiregeidorm quickly 1 2 3 4 5
10. The manager continually requires from us to work and usually und 1 2 3 4 5
11. Sometimes the break time partially we have to use at work. 1 2 3 4 5
12. From our work the organization where we work achieves positive | 1 2 3 4 5
Tables
1. 1 am here to do this job to and to achieve a goal.
IFrequency Percent \Valid Percent Cumulative Percent

You disagree 5 16.7 16.7 16.7
\alid You are neutral 8 26.7 26.7 43.3

You agree 10 33.3 33.3 76.7

You strongly agree 7 23.3 23.3 100.0
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[ Total o [100.0 [100.0 |
2. | go to work voluntarily.
JFrequency Percent ValidPercent Cumulative Percent
You disagree 8 26.7 26.7 26.7
You are neutral 14 46.7 46.7 73.3
\Valid You agree 7 23.3 23.3 96.7
You strongly agree 1 3.3 3.3 100.0
Total 30 100.0 100.0
3. | am very pleased when | work.
Frequency Percent \ValidPercent Cumulative Percent
You strongly disagree 3 10.0 10.0 10.0
You disagree 4 13.3 13.3 23.3
\alid You are neutral 14 46.7 l46.7 70.0
You agree 7 23.3 23.3 93.3
You strongly agree 2 6.7 6.7 100.0
Total 30 100.0 100.0
4.1 try to do my best
Frequency Percent \Valid Percent Cumulative Percent
You strongly disagree 1 3.3 3.3 3.3
You disagree 2 6.7 6.7 10.0
. You are neutral ts] 26.7 26.7 36.7
\Valid
You agree 12 40.0 40.0 76.7
You strongly agree 7 23.3 23.3 100.0
Total 30 100.0 100.0

5.1 love my job because from the incomes

| take | hold my family

Frequency Percent \Valid Percent Cumulative Percent
You strongly disagree 1 3.3 3.3 3.3
You disagree 3 10.0 10.0 13.3
\alid You are neutral 13 43.3 43.3 56.7
You agree 5 16.7 16.7 73.3
You strongly agree te] 26.7 26.7 100.0
Total 30 100.0 100.0
6. | work only to provide money and welfare.
Frequency Percent \Valid Percent Cumulative Percent
You strongly disagree 1 3.3 3.3 3.3
You disagree 4 13.3 13.3 16.7
\/alid You are neutral 11 36.7 36.7 53.3
You agree 11 36.7 36.7 90.0
You strongly agree 3 10.0 10.0 100.0
Total 30 100.0 100.0

7. | am ready to do extra work if my manager asks me to do that.

JFrequency

Percent

\Valid Percent

Cumulative Percent

\Valid You disagree

I6

20.0

71

20.0

20.0
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You are neutral 7 23.3 23.3 43.3
You agree 13 43.3 43.3 86.7
You strongly agree 4 13.3 13.3 100.0
Total 30 100.0 100.0

8. | resist the pressure of the management because | want to keep my job.

JFrequency Percent \Valid Percent Cumulative Percent
You disagree 2 6.7 6.7 6.7
You are neutral 12 40.0 40.0 46.7
Valid You agree 11 36.7 36.7 83.3
You strongly agree 5 16.7 16.7 100.0
Total 30 100.0 100.0
9. | am asked to perform quickly.
JFrequency Percent \Valid Percent Cumulative Percent
You disagree 1 3.3 3.3 3.3
\Valid You agree 14 46.7 46.7 50.0
You strongly agree 15 50.0 50.0 100.0
Total 30 100.0 100.0

10. The manager continually requires from us to work and usually under pressure.

JFrequency Percent \Valid Percent Cumulative Percent
You disagree 1 3.3 3.3 3.3
You are neutral 1 3.3 3.3 6.7
\VValid You agree 11 36.7 36.7 43.3
You strongly agree 17 56.7 56.7 100.0
Total 30 100.0 100.0

11. Sometimes the break time partially weusavat twork.

JFrequency Percent \Valid Percent Cumulative Percent
You are neutral 2 6.7 6.7 6.7
\/alid You agree 10 33.3 33.3 40.0
You strongly agree 18 60.0 60.0 100.0
Total 30 100.0 100.0

12.From our work the organization where we work ach@sitge results.

|IFrequency  [Percent Valid Percent  [Cumulative Perce

You agree 9 30.0 30.0 30.0
Valid  You strongly agree 21 70.0 70.0 100.0
Total 30 100.0 100.0
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Abstract

The facility location selection is one of the most important decisions for investors antl isrdrepreneur
strategic issue besides often decides the fate of sudin éfiadityl of strategic decisiarisicemakers

should take into account various objectives and criteria and the process of location selection is in
complicated’his paper considers the hospital location selection for a new public hospital by using
Relational Analysis (GRAJ Analytic Hierarchy Process (AHP). Gray Relational Analysis have be
developed based on Grey System TBeayySystem Theory is an interdisciplinary approach which firs
guanti fied by Deng in the e ar cegrtairiyh8ve ldesn pemosed. n
The basic idea of emergence is to estimate the behavior of the systems which cannot be overcom
stochastic or fuzzy methods with limited numbenrottdatpaper, the weights of criteria have been
determined bying Analytic Hierarchic Process, then the grey relational degrees have been calculated fc
alternative location.

KeywordsGray Relational Analysis, Analytic Hierarchy Process, Location Selection.

Introduction

Location of an establishment is thgengsaphically convenient place for a business in terms of raw material sup
manufacture, storage, and distribution activities as well as execution of economic objectives throughout its org
life span (Burdurlu, 1988).an industrial bes the location of establishment is the most convenient place for supr
manufacture, storage, and distribution functions and as well as execution of econalttiounjfjeetioremic
geographer Thunen's study in 1826 is accepted as the begitraihglace theory, operational researchers trace the
roots back to Al fred Weberds book " Theor ylInduktriat he I
location problem gains more and more importance on the basigy déelivalogy, means of transportation, and
increase in population resulting in a shortage of convenienAltbcatipnthe initial studies discuss quantitative
measures like cost and distance into account, today the problem involves gueditativehnneaise it much more
complicated.

Finding the optimal industrial location is a strategic decision and a misjudgment creates problems in the process
effects cost and profitaldilitgrefore, in industrial location, the core poittiipadsbelow should be considered (Kobu,
2006):

1 The needs of the business should be objectively studied and the decisions should be unbiased.

1 The studies should be carried out systematically, employ miscellaneous and trusted resources.

1 Location studisBould be conducted step by step without mixing certain stages.

1 In each stage, required expert people and institutions should be identified and the ways to utilize thel
be explored.
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In industrial locationing issues, different objectives camieddedsed on the characteristics of the fitoblem.
objectives that are usually considered in location problems can be different. Some of them can be as follows:

Minimizing the total setup cost.

Minimizing the longest distance from the exisisg facilit
Minimizing fixed cost.

Minimizing total annual operating cost.

Maximizing service.

Minimizing average time/ distance traveled.
Minimizing maximum time/ distance traveled.
Minimizing the number of located facilities.

Maximizing responsiveness.

=4 =4 -84 _a_8_9a_°a_-°

Recentlyenvironmental and social objectives based on energy cost, land use and construction cost, congestic
quality of life, pollution, fossil fuel crisis and tourism are becominG@ustgueanily, one of the most important
difficulties to tackiese problems is to find a way to measure these criteria (Farahani et al., 2010).

As industrial locationing is a strategical decision, it is one of the most important issues in achieving long tern
Choosing a wrong location would be costiydatwl dorredduman resources, costs, proximity to customer and
suppliers criteria make the industrial locationing decisidrteebardeteria fall into two categories, subjective and
objective (Liang and #jlam, 1991):

A Objective criteria: Fiaariteria such as investment costs.
A Subjective criteria: Qualitative criteria such as finding work force and climate conditions.

Most of the time, the optimum solution of industrial locationing problems requires more than one criteria or
furctionTherefore, mdtiteria decision mechanisms are applied in industrial locationidgHfratdemsed by
Viswanadham and Kameshwaran (2007) in R&D facility locationing and by Fernandes and Ruiz (2009) in
locationing. ANP was usdRhnlpvi (2006) in company locationing, by Tuzkaya et al. (2008) in waste storage locati
and Aragondeltran et al. (2010) in urban solid waste facility lo€aBdPiBg. S met hod was use
Karakakoj |l u (200 8iity locationing bytAwdstki (2014)nnwfbandistiibution céngerclocationir
and by Mokhtarian and Madchen (2012) in dairy plant locatfitiGTRE method was used by Barda (1990) in
thermal plant locationing problem, by Norese (2006) inevastamiand disposal facility locationing, and by Ka (2011)
in dry cargo harbor locatioilgl e k and Tunca (2015) wused hierarchi
SMAA (stochastic rulteria acceptability analysis) method was usedrsnHkdd. (1999) in harbor locationing,

by Menou et al. (2010) in main distribution center for air cargd lveatiarerajso hybrid applications. For instance,
there are studies offering use of AHP and TOPSIS together for locationit@P@ &ge2aD2; Yong, 2006; Chou

et al, 2007).

Fuzzy multriteria methods are also employed in locationing (Liarguand9@4pChou et al., 2008, Chou, 2010,
Kahraman et al ., 2003, Kaya and ozmiapantloafolirgy)Demirkla b
et al . (2010) applied Choquet integral in storage
(2011) used fuzzy VIKOR method for a plant locationing problem.

Hospital Location Selection

Thegener al publicdéds demand for heal th iHsspitalsaeiome®f pr
the most important infrastructural objeetscreasing population, especially in developing countries, amplifies |
demand for ndwspitaldHospitals are usually funded by the public sectors, by profit or nonprofit health organize
charities, insurance companies or even religioddoargstsr who provides the answer, where to locate a new hospit
is an important questibaskHospital site selection plays a vital role in the hospital construction and management.
aspect of the government, appropriate hospital site selection will help optimize the allocation of medicpl resource
the provision of health edith the social and economic demands, coordinating the urban and rural health se
development, and easing social contradiictimmsspect of the citizen, proper hospital site selection will improve acce
to the health care, reduce the timewferesc sati sfy peopl eds medi caHomneed :
the aspect of the investors and operators of the hospital, optimum hospital site selection will definitely be cost
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capital stratedgyis an inevitable trend fopiteds to adopt cost accounting in order to adapt to the development of t
market econonBesides, better hospital site selection will promote the strategy of brand, marketing, differentiat
human resource, and enhance the competitivenesal (Zb@lP¢iospital site selection is related to various aspects
of the societiMixed views and debates on which criteria are most important would confuse even health care
Previous studies were mainly classified into three categorieslassitahtyipe and scale as shown below:

1 General hospital : Capture rate of population, current and projected population density, travel time, pr
major commuter and public transit routes, distance from arterials, distance from oticpdtespitals, a
impact on existed hospitals, land cost, contaminatiemagcphics of service area.

1 Children hospital : Conformity to surrounding region, incremental operating costs, site purchase cost, tr
proximity to public transport, traffies, site ownership, site shape, site gradient, ground condition
(soils/rock), access, ease of patient flow and staff movement, existing infrastructure and availability of
perimeter buffer zone, environmental considerations, futureapdgurtatinence.

1 Professional medicine and cure hospital: proximity to future expansion space, consistency w
zoning/policies, compatibility with surrounding uses, character and scale, cost of site control, helicopte
local community prefeces, accessibility, centrality, environment, land ownership, size and future popul
and prominence (Ali et al., 2011).

Schuurman et al. (2006) tried to define rational hospital catchmartiarfoareas based on ttawvel and
considered gaatravel time; population densitydsavigraphics of service &keaet al. (2007) used the Delphi
method, the AHP and the sensitivity analysis to develop an evaluation method for selecting the optimal location c
hospital in Taiwan ametedmining its effectiveness and considered population number, density and age profile
strategy, structure and rivalry; related and supporting industries; governmental policy; capit&hidbc and land.
al. (2008) used Fuzzy AHP, trietetd the optimum site for a hospital in Tehran using a GIS, while at the same 1
considering the uncertainty issue and considered population density; travel time; distance from arterials; |
contaminatiofuzzy AHP was used in similar reseendhicted to solve the problem of a new hospital location
determination in Ankara by Aydin (2628 et al. (2011) tried to select hospital site by using two stage fuzzy mi
criteria decision making process and considered distance to arsgoial®anst distance to other medical service
centers; population density; parcel size for site screening and for site selection three main criteria; traff
characteristics, land use considerations.

Selecting a location for a potential hdepitdlesides the success or the failure of suchlaifatility important to
assess the locations from multiple dimensions before selecfiiistpaiefocuses on the multi factor evaluation
of hospital sites using AHP and GRA.

TheoreticaBackground

1. Analytic Hierarchy Process

The Analytic Hierarchy Process (AHP) is a mathematical technicpiteriardaaision making and is a structured
technique for dealing with complex de&lsities.than prescribing a "correct” dddisidrlP helps the decision
makers find the one that best suits their needs and their understanding oBé#sedmblerathematics and
psychology, it was developed by Thomas L. Saaty in the 1970s and has been extensively studied and refined
The AHP provides a comprehensive and rational framework for structuring a decision problem, representing and
its elements, relating those elements to overall goals, and evaluating alterritis/essdutiansid the world in a
wide vartg of decision situations, in fields such as government, business, industry, healthcar&}alpblagliiucation (
etal.).

According to Saaty (1995), the AHP process is based on three principles of methodical process: constructing |
establishingriorities and reasonable consistdreyirst step in AHP is to work on the decision problem in order t
decompose it and then try to build a hierarchical structure from the criteria Accrdiogtésigaaty (1990),
decision maker shoulddreful with the structuring hierrahger to do this, the structure should present the problem
in a best way, all sides of the factors that affect the problem should be considered, all the information sources
help the solution should dssidered and all the participators who will be in the problem process should be de
(Tanyas et al., 2010)

The second step in using AHP is to set the priorities and weights for dehedameis of each level of the
hierarchy are rated uslivgpair wise comparison apprbaehelative importance between two comparative factors is
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reflected by the element values of judgment matrix. Table 1 shows general form of the measurement scale. It |
importance in scale-8f(Saaty, 1988{ingér et.al., 2014)

Table 1. Scale for pairwise comparison in AHP

Importance degrq Descriptions Explanation
1 Equally important | Criteria i and j are of equal importance
3 Weakly important | Criteria i is weakly more important than objective j
5 Strongly important | Criteria i is strongly more important than objective j
7 Very strongly Criteria i is very strongly more important than objective j
important
9 Extremely importar| Criteria i is extremely more important than objective j
2,4,6,8 Intermediate valuey For example, a value of 8 means that Criteria i is midway between strong
important than objective j

The actorsdé comparative decisions between the pai
importance of one goal to anBthieed comparisons are asked to the respondents in order to define which goal or ci
in the pair are more important to hivhea.t y6s scal e of measurement for
comparisons imamerical value of the scale as in Table 1.

After defining and decomposing the problem into a hierarchical structure with decision elements, the pairwise
matrix (A) is formed (1).

o E &
5 o s E &
®w E ®

)
Wheread represents the judgment degree of ith factor compared to jth factor.

The weights vector)W formed (2).
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The normalized weights vecta) i&\¥Hen obtained as follows:
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The last step, is checking consiséeroyding to Saaty (1990), consistency is not guaranteed in aygntrigpsure
Errors in judgment are common; therefore, the consistency ratio (CR) is used to measure the consistency ir
comparisonkle proved that for common matrix, the largest eigen value is equal to the size of cohigarison ma
inconsistey of comparison matrix is computed as follows:
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060 ——
4)
Consistency check is applied by computing the consistency ratio (CR):
o'y —
(5)
Where Rl is the random index. The values of Rl are shown in Table 2.

Table 2: Rl values

n|2|3 4 |5 6 7 8
RI1|0]0,58/0,9/1,12/1,24/1,32|1,41
Where CROO. 10, it means that the inconsistency of
acceptable.

2.Grey Relational Analysis

Many systems, suchtexse that are social, economic, agricultural, industrial, ecological, or biological in nature, are
based on the fields and ranges to which the research subjéotsdrgtasy.the name grey systems was chosen
based on the colors of the sshjader investigatibor example, in control theory, the darkness of colors has beer
commonly used to indicate the degree of clarity of inBorenafitime most well accepted representations is the so
cal | ed Ifidsahda forlkan dbjeckigtinternal relations or structure totally unknown to the iflerstigeagor.
use the word fAblacko to represent unknown inform
information which is partially known and partially. dacoosingly, we name systems with completely known
information as white systems, systems with completely unknown information as black systems, and systems w
known and partially unknown information as grey systems, respectively.
In our dailsocial, economic, and scientific research activities, we often face situations involving incomplete inf
For example, in some studies of agriculture, even though all the information related to the area whick is planted
of seeds, fditers, irrigation, etc., is completely known, it is still difficult to estimate the production quantity
consequent annual income due to various unknown or vague information related to labor quality, level of t
employed, natural envirawmweeather conditions, etc. (Liu et. Al., 2006).
There are four possibilities for incomplete information of systems.

1. The information of elements (or parameters) is incomplete.

2. The information on structure is incomplete.

3. The information on boundary isphete.

4. The behavior information of movement is incomplete
Having Aincomplete infor mat i tndifferent sircumstances anchfcbra diffenertt a

angles, the meaning o Forin@detnilg, se able 3 (biuet AlLn206sY i | | be
Table 3. Comparison between black, grey and white systems
Black Grey White
Information Unknown Incomplete Known
Appearance Dark Grey Bright
Process New Replace old with new Old
Property Chaos Complexity Order
Methodology Negative Transition Positive
Attitude Indulgence Tolerance Serenity
Conclusion No result Multiple solution Unique solution

Probability and statistics, fuzzy mathematics, and grey systems theory have beenftea Hppkdathesties
and methods employed in studiesaéteoministic systefgen though they study objects with different uncertainties,
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the commonality of these theories is their ability to make meaningful sense out of incompletenesthend uncerte
conparison of these three theories is in the following Table 4 (Liu et. Al., 2006).

Table 4. Comparison between grey systems theory, probability, statistics and fuzzy mathematics

Grey systems theory Probability, statistics Fuzzy mathematics
Objects aftudy Poor information Uncertainty Stochastic Uncertainty Cognitive Uncertainty
Basic sets Grey hazy sets Cantor sets Fuzzy sets
Methods Information coverage Probability distribution Function of affiliation
Procedure Grey series generation Frequenagistribution Marginal sampling
Requirement Any distribution Typical distribution Experience
Emphasis Intention Intention Extension
Objective Laws of reality Laws of statistics Cognitive expression
Characteristics Small samples Large samples Experience

Grey number represents that the information of the number is insufficient and incomplete, and it belongs to a ral
of crisp value. A grey number g dendtes by
aC Che

(6) o
Where gg represent the lower and upper boundhtdrtradlieta g1 anda gz be two grey numbers, and be a crisp
number, then the grey number arithmetic operations can be shown as follows:

ac C G
. 7).
aC C IC

®)
Grey number addition 3 3
aC aC C IC c c ¢c ¢cm ¢ ©)
Grey number subtraction 3 3
aC aC C IC ¢ ¢c ¢cm ¢ (10)
Grey number multiplication
ac&C C M C e 5 5 5
lECCMCCCiCC A CHC G CieC 11)
9rey number division
CH

12)
— —h

(13)

WhereC nCc  nic mhC mA T

The grey relational analysis with grey numbers and group decision making procedure has been developed, a
step 1 to step 8.

Stepl: Assume thatexperts have been invited to participate in the evaluation of theEsttdimstithe grey
decisiomaking matri@4.

Assuming that thererai@ternative characterizedditeria, and the decisiaking matrix given byk}ie éxpert
hasbeen shown in Eq. (14)

ac E acC

&' é E é
d4C E acC
(14)
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dc Ccm , i=1,2,3,é.,m; j=1,2,é¢é,n

(15)
Wherél C represents the value ofjjtredriterion of thigh alternative evaluated byjthesxpert.
Step2: Normalize thetdan the decisiomaking matrix, the methods for data processing should be chosen accordini
the types of the critdfithe larger the criteria, the better the alternative, the criteria can bearébeid bemdfie
contrary, the largercheeria, the worse the alternative, the criteria can be-ceatleibcost

Benefitriteria:
ao% , i=1,2,3,é6.,m j=1,2,¢éé,n
(16)
Cost criteria:
x h
80 ————, i=1,2,3,é.,m j=1,2,66é,n
(17)

Step3: Generate the reference alternative, the normalized matrix has beerjEbjamnd ith&geference alternative
can be determined by Eqsa(if{p0) Reference alternative is the ideal best one.

au E au
a9 é E é
dGu E avu
(18)
VLEVER VAL VI = VL
) (19
UM T AGU" E plivfs &l
(20)

WherdJ " is the reference value in relation patthegiterion.
Step4: Calculate the difference between the alternatives and the reference alternative, and construct the differel
by Egs. (28nd(22).

. as E a3
as é E é
a3 E &3
ey
s oM UMM U FE pitB 8 ME plgiofB &1 (22)

Step5: Calculate the grey relational coefficient for each alternative by Egsd(23), (24)
Gr  Gr"MAR"

(23) )
- g a h
aRrR h [ a h
(24)
- & & ]
aR 5 P
(25)
Wherdd R is the grey relational coeffigiespresents the distinguishing coefficient, it takes the value of 0.5 in th

aper.
gtgp& Calculate the grey relational degree. A grey relational degree is a weighted sum of the grey relational co
as shown in H@6)
dr B AR GY

_ (26)
Wherex 5 represents the grey weight (weighting coefficiejthofitbean.
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Step7: Whiten the grey relational degree and rank the alternatives. The whitening relational degree can be calc
Egs. (27and(27). Rank the alternative according to the rule that the bigger the whitening relational tthegree, the k
corresponding alternative.
ar r MR h

(@

h h

(28)
Wherdld r represents the grey relational degreerapresents whitening relational degreeiih tkke(native
respectively.
Step8: Carry out group decisimking. Calculate the integrated relational degrees acco(@®)gatodEgnk the
prior order of the alternative according to the rule that the bigger the integrated relational degree, the &
corresponding altermativ
r B r 7

(29)
Where represents the integrated relational degrégh)fatiernativilignzardo et. Al., 2012
Under many situations, the values of the quantitative and qualitative criteria are often imprecise@R#ague, ther
one of the sibr anches of DengodsYatreea) (2006) esed ayconfbiDer AP, andLGRA i)
supplier selection problartP was used to calculate relative importance weightings of qualitative criteria. Thel
qualitative and qtitative data were utilized together and obtained the grey relational Binedeegakigsplier had
the highest grey relational value amonglLotseas. (2007) proposed algasgd decisionaking approach to the
supplier selection probl€omgjun et al. (2009) presented a study on group decision making model based on
relational analyshianeku et al (2009) used ANP and GRA to evaluate the employability of graduates from depa
of risk management and insur@heepaper proposeduariculum performance evaluation method combining the
Analytical Network Process (ANP) and the Grey Relational An&lgsig ¢G&AJ2011) presented a Study on Grey
Relation Analysis Based on Entropy Method in Evaluation of LogisticerCgregrélatiatial analii$ie.weights
of the evaluation indexes were defined by the entropyhmegtedtitative process and comparison of the qualitative
information were made by GRAzardo et al. (2012) developedaagesgroup decisinalng methodology for
the selection of hydrogen technologies in life cycle sustainabilitylussmptcivé2013) suggestenhtegrated
approach based on grey system theory for personneBsejantieinal. (2014) presented a study orcatenialti
call center site selection by hierarchy grey relational analysis and the paper dealed with an approach based o
GRA for choosing the best call centdashemi et al. (2015) proposed an integrated green supplier selection appro
withanalytic network process and improved grey relational analysis.

Execution

In this case hospital location selection problem for a pubRalblaspiakfit should be maximized whereas possible
regret should be minimized in this pladbss.caséSRA is recommended. The deciak®rs consisted by three
academics and three experts from the ministry of health. Three locations have been proposed by the governors
municipality for hospital site selection evalhatierocation sites ahown as,a, and a

Many different criteria are considered for hospital site selection in many different researches and based on the
situations for each research Thsse criteria are integrated in the current research anidtdassifieterithese

criteria are listed as:

1 Cu Site conditions and surroundif§ite size, Site preparation time, Parking: Surrounding street network
accommodate adequate parking, Proximity to banking facility, Proximity to community services, and /
outlook )

Cz: Accessibility and traff(cPublic transport link, BicyR#destrian, and Commute time for hospital staff )
Cs: Patient/emergency access considerdtidalicopter access and Access to road network)

Cs: Cost(Site preparation cost, Operational cost, and Maintenance cost).

Gs: Future consideratior{&xpansiorbdity and Represent different geographic regions).

GCs: NuisancéAtmosphere conditions and Noise).

E ]
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The weights of these criteria calculated by using AHP. The group leader determined the weights of the criter
calculated by using AHP. Where@Ri0neans that the inconsistency of the pairwise comparison matrix is in des
interval and matrix is acceptable. The weights of the criteria are as shown in Table:5.

Table: 5 The paiise comparison matrix for criteria

Cl cC2 C3 C4 C5 C6 Wk
C1 |1 3 5 1 7 9 0.34
C2 |13 |1 3 1/3 5 7 0,17
C3 |15 |1/3 1 1/5 3 5 0,09
C4 1 3 5 1 7 9 0,34
C5 |17 |15 1/3 1/7 1 3 0,05
Cé6 |1/9 |1/7 1/5 1/9 113 |1 0,03

After determining the weights of criteria, the next step is establish thengakindenisin®. The grey decision

making matrix{Gvas established by the using decision making references as shown in Table 6. The next st
normalized the data in the decisikimg matrix and we generated the reference alternative as shown in Table 7. .
normalized the data, we calculated the difference between the alternatives and the reference alternative, and c
difference matrix as shown in Tabie ext step we calculated the grey relational coefficient for each alternative

shown ifable 9.

Table 6: The grey decisioraking matrixd).

Accessibility andPatient/ Site conditions |Future Nuisance Cost
traffic emergency and surrounding Jconsiderations
access
consideration
DM#l|a [0.8 , 1.0[04 , 06f04 , 06]06 , 08f04 ,"06[04 , 06
aJ06 , 08Jo6 ,"08fo6 ,708f04 ,"06f06 ,708[06 , 08
afo08 , 10[04 ,"06f06 , 08J08 ,"10f06 ,"08f04 , 06
DM#2]a [06 , 08J08 , 1004 , " 06]06 , 08f04 ,"06[04 , 06
a |06 , 08[o6 ,708[06 , 08[04 ,706f04 ,"06]08 , 10
aJo04 ,706J06 , 08f08 ,"10J06 ,"08f06 , 0806 , 08
DM#3la [06 , 08fJ06 , 08f02 , 04]06 , 08fJ06 , 08[02 , 04
a |04 ,706[06 ,708[06 , 08f08 ,"10f06 , 0806 , 08
aJo06 , 08Jo4 ,"06f04 ,706J06 ,"08J04 ,"06[06 , 08
DM#4]a J0.4 , 06[08 , 10[04 ,"06J04 ,"06f06 , 0804 , 06
a[08 , 10[06 ,708[04 ,"06[04 ,"06f04 ,"06]08 , 10
|08 , 10[04 ,"06[06 ,"08f06 , 08f06 , 0806 , 08
DM#5]a J0.8 , 10[06 , 08J02 , " 04J04 ,"06f04 ,"06]04 , 06
a2 |04 ,706[04 ,"06[06 ,"08[06 ,708f06 , 08[04 , 06
|06 , 08[o06 ,708[04 ,"06[06 ,708f08 , 10[04 ,706
DM#6la J0.4 , 06J06 , 08Jo6 , 08J04 ,"06f04 ,"06]04 , 06
2Jo06 , 08Jo06 ,708f04 ,706f04 ,"06f02 ,704f08 ," 10
a[08 , 10[04 ,"06[04 ,"06[04 ,"06f06 , 08[06 , 08
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Table 7: Normalized decisioaking matrix

Accessibility andPatient/ Site conditions |Future Nuisance Cost (Cost)
traffic (Benefit) Jemergency and surrounding Jconsiderations  J(Benefit)
access (Benefit) (Benefit)
consideration
(Benefit)
e 1.0 1.0 1.0 1.0 1.0 1.0
DM#1|a J0.8 , 10[05 , 075[05 , 07506 , 0805 , 0.75[0.66 , 1.0
a[06 , 08f0o75 ,7 10075 ,710[04 , 06075 ,71.0f05 , 066
af08 , 10f05 ,7075[0.75 ,"1.0[08 , 10f075 , 1.0f0.66 , 1.0
pM#2[a J0.75 , "10]08 ,"10f04 ," 06075, 1.0J05 , "0.75[0.66 , 1.0
a [075 , 1006 ,"08fo6 , 08[05 ,7075f05 , 075[04 ,7 05
a |05 , 07506 , 08fos , 10f075, 10075 , 1.0f05 , 0.66
pm#3[a Jo.75 , "1.0]0.75 , "1.0J0.25 ," 0506 , 08Jo75 , 10]05 , 1.0
a |05 , 075[0.75 , 1.0f075 ," 1008 , 10f0.75 , " 1.0f0.25 , "0.66
a J0.75 ,"1.0[05 ,7075[05 ,70.75[ 0.6 ,  08f05 , T0.75]0.25 |, T0.66
DM#4la J0.4 , "06]08 , 10f05 , 075[05 , 0.75]0.75 , “1.0]0.66 , 1.0
|08 ,710f06 ,708f05 ,7075[05 , 075f05 , 0.75[04 , 05
af08 , 1.0[04 ,706f075 , 10[075 , 10075 ,"10[05 , T0.66
pm#5[a Jo.8 , " 10]o075 , " 1.0f025 , 0505 , 0.75]0.4 , 0.6]066 , 1.0
af04 ,706[05 ,7075[0.75 , 10075 ,"1.0f06 , 08066, 1.0
af06 , 08f075 71005 ,7075[075 , 1.0f08 , 10066 , 1.0
pm#6la 0.4 , "06]075 , 1.0J0.75 , " 1.0f0o66 , 1.0J]05 , "0.75][0.66 , 1.0
a|06 , 08075 ,710[05 ,70.75[066 , 1.0f0.25 ,"05f04 ,7 05
a|08 , 10]o05 , 07505 , 0.75]066 , 1.0]0.75 , 1.0]05 , 0.66
Table 8: The difference matrix
[Accessibility angPatient/ Site conditions [Future Nuisance Cost
Ak traffic emergency and surrounding jconsiderations
access
consideration
¥ 1.0 1.0 1.0 1.0 1.0 1.0
DM#lla | 0 , 02]o2s, o05]o2s, 05|02 , 04]o2s, o5| 0 , 034
202 , 04f o , 025l 0o , 02504 , 06| 0 , 0.25[034, 05
alo , o02fo2s, o500 , 0251 0 , o2l o , 025] 0 , 034
pv#2fa | 0 , 025] 0 , 02]Jo4 , o6] 0o , o25]o2s, o5f] 0 , 034
a] o , 025002 , 04|02 , 04fo2s, o05|025, 05|05 , 06
a]025, 0502 , o4f 0o , o2f o , 025 0 , 025[0.34, 05
pv#sla | 0 , 025] 0 , 02505 , 075]02 , 04| 0 , 025] 0 , o5
%025, 0500 , 025 o , o25] o , o2l o , 025034, 075
al o , 0250025, 0 Jo2s, o502 , 04fo25, 05[034, 075
DM#4]a J0.4 , 06] 0 , 02fJo2s, o5fJo2s, o5] 0 , 025] 0 , 034
a| 0 , 02]o2 , o04fo2s, o5fo2s, 05025, 0505 , 06
al o , 02fo4 , o6l 0 , 025 0 , 025] 0 , 0.25]0.34, 05
pv#sfa | 0 , 02] o , 02505 , 075]o2s , 05J04 , 06 0 , 034
2]04 , 06fo2s, o5 0 , 025] o , 025002 , 04 0 , 034
af02 , 04l o , 025jo2s, o500 , o25] 0 , o2] o0 , 034
DM#sla J0.4 , 06] 0 , 025] 0 , 025] 0 , 0.34]o2s, 05[] 0 , 034
»]02 , 04] 0o , 025|025, o5] 0 , 034[05 , 07505 , 06
a]J o , 02fo2s, o5[025, o5 0 , 034 0 , 025]034 , 05
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Table 9: The grey relational coefficient

Accessibility angPatient/ Site conditions |Future Nuisance Cost
traffic emergency and surrounding Jconsiderations
@Ek acce_ss )
1] consideration
Wi 0.166 0.089 0.336 0.047 0.026 0.336
DM#1|a J0.56 , 1 ]0.33, 05]033, 05]038 , 056]0.33 , 05]042 , 1
% |038 , 05605 , 1 J05 , 1 ]J029, 03805 , 1 J0.33, 042
)05 , 11033, 05]05, 1 056, 1 |05 , 1 ]042, 1
DM#2|a J0.55 , 1 106 , 1 J0.33, 043]055, 1 1038, 0551047 , 1
% JO055, 1 1043, 06]043, 0.6]0.38 , 0.5540.38 , 0.55]0.33 , 0.38
& ]0.38 , 0.55]043 , 06]J06 , 1 J055, 1 JO55, 1 ]10.38, 047
DM#3|a J0.75 , 1 1075, 1 J0.38 , 0.43]058 , 065]0.75, 1 J]05 , 1
)05, 06]075, 1 ]075, 1 ]083, 1 J0.75, 1 ]0.38, 0.52
075, 1]15 , 06]05 , 06]058 , 06505 , 06]038 , 0.52
DM#4]a ]0.33 , 043106 , 1 J0.38 , 0.55]0.38 , 0.55)055 , 1 047, 1
%]06 , 1 1043, 0.6]0.38, 0.55]0.38 , 0.55J0.38 , 0.55]0.33 , 0.38
)06 , 1 ]033, 043J]055, 1 J055, 1 JO55, 1 1038, 0.47
DM#5]|a J065 , 1 J]06 , 1 J0.33, 0.43]043 , 0.6]0.38 , 048]052 , 1
& |0.38 , 0.48]043 , 06J06 , 1 J]06 , 1 J048 , 0.65]052 , 1
& 048 , 065006 , 1 ]043, 06]J06 , 1 Jo65, 1 J052, 1
DM#6|a J0.38 , 048] 06 , 1 JOo6 , 1 J052, 1 1043, 06]052, 1
% ]0.48 , 065106 , 1 J]043, 06]052 , 1 J0.33 , 0.43]0.38 , 0.43
& ]065, 1 ]043, 06]043, 06]052 , 1 J06 , 1 1043, 0.52

Then we calculated the gglagional degrefegrey relational degree is a weighted sum of the grey relational coefficiel
Wherdd r represents the grey relational degreeraptesents whitening relational degree(ibf) thkernative

respectively as shown in Tabled(ast step is calculating the integrated relational degrees acc{@yanid Eq.
rank the prior order of the alternative according to the rule that the bigger the integrated relational@egree, the
corresponding alternative as shdwahlen11.
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Table 10: The grey relational degree Table 11: Integrated relational degree

e

yE* i a | 0.629081189

DM#L

O.All-(L)3OOEi 0.;53611_ 0.57_8305 % 0.567517321

0.415171 0.703672 0.559421

0.471373 0.9555 0.71343( a | 0.626831599

DM#2

B
0.448832 0.796182 0.62250]
B

p
0.412063 0.586818 0.49944]
0.467811 0.71044% 0.589124

DM#3

0.53186% 0.791652 0.661754

0.586417 0.773824 0.68011

DM#A4

3
0.59211% 0.643476¢ 0.61779¢
0.42404 0.731052 0.577544

0.403118 0.568491 0.485804

0.478358 0.770643 0.6244

DM#5

0.520593 0.869679 0.69513¢

0.499103 0.807861 0.653481

DM#6

b
3
B
B

0.480028 0.775781 0.627904
B
B
B

0.530863 0.903923 0.71739]

0.440271 0.601004 0.52063]

P R P L Pl P e ol Pl P Pl R B

bl el A

0.474654 0.670224 0.572434

Conclusion

Hospital location site selection problem turns into a complicated problem that&ee cluisibhandle as amount

of theinvestment increasksthis case, personal expertise is not enough and the subject should be examined
different angleégherefore, the problem was handled by group decision making method as the information and ex
provided by the persons dvbal more than one person's information and experience and this would increase
effectiveness of the decitiotation site selection is a strategical decision and a mistake would be very hard to co
As a result of the study alternatiyenaelected by the group. As you see al and a3 had very clpardralue. a

are very close places and nearly same size, so the result did not surprise us too much.
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Abstract

Travelingalesman Problem (TSP) is among the most popular combinatorial problems and has been
studied with many extensions in the lit8teteehave been integer programming formulations and solutiol
approaches for TSP and its vari@ioa®f the mgmbpular topics is the multiple TSBR)it has been

started to work on the last dec@desrally, 7iSP has a single depot and more than oHewawer,

some types have more than one Bepies, if seeking, many encounter with doubtesatesinan
problem (@SP)As inferred from the literatuf§Rlis a variation 6T8P in which two salespersons
operate in parall€hey start and end either in a single or twoAgepbfsom the literature, a new TSP
model has been constructéidis studirhe model analyzes the behaviors of traveling salesmen both in th
main and secondary tdours have been aggregated via single node existing in the sedoritiary tour.
application part, Simulated Annealing (SA) was used to agtirelzgythaths of salesmba.objective
parameters of both tours have been explored within a numeridaterdimple.them, several cost values
have been founthe optimum parameters and costs of both tours are to be determined andl some pre
issues relevant to the behaviors of traveling salesmen have Regultgigeggest that alternative travel
plans of traveling salesmen could be patsibfindings give hints about both tours and their characteristics

KeywordsDoubl&raveling Salesman Problem, Integer Programming, Combinatorial Optimization.

1. Introduction

The traveling salesman problem is among the popular topics in the field of combinatdtiel sgitsnizatidras

an objective to minimize the travetdibtamisiting each city only @heecomplexity of TSP grows exponentially as
number of nodes increaddaige number of nodes exist, TSP gets substantidigréfme, new techniques and
methodologies have been developed so as to solveiVapHiaistic and metaheuristic solution procedures are
the most accepted ones to cope withTEFPsovers many $apics which have close relations with other complex
structured routing probld@ysthe way, TSP (decision versioncaniiete pblemTSP is also in class NP and
many other problems, such as satisfiability problem (SAT), clique problem, vertex cover problem and hamilt
problem reduce to TSP decision problem (Farahani & Hekmatfar (eds342BaSicpllg3TSP hm#o widely
researched variants, namégasling purchaser problem (TPP) and vehicle routing problems€\arRPapplicable

and useful for operations research and especially in the field of ma@hedtistie$PP and VRASHA is
anotheform of TSP in which more than one salesman operates through mBéigkes 2036) gives some
formulations and solution procedure$$&tAlthough there exist quite more publications upon TSP argP/RP, m
has less attention in the liter&tassible variations éf &P are classified by number of depots, number of salesmen
the number of salesmen having fixed charges, time windows and the other speDiat adrtbamtst widely
studied ATSP is double traveling salesman profii8R) [d dTSP, some types have two depots and two salesmen
operate independer@ither types have single depot and they return to the oridginhédegpesmen being used in
optimization are not stated, then each salesman usually has afix@ssoostt@tturring whenever this salesman
used in this soluti@m the other hand, number of tours is fiX&PiD-ASP has two tours in all cases.
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In this research, a new model has been propeE8e foadhed as two centefe8RI(tcd SP) Thereason of using

this term is the existing of two depots (centers) which are waiting to be selected amomg athérenodethe

home depot of primary tour and the other is the home depot of sedtwdawitt@ly.the second center is the
aggregation point of both taw<e clear, the model investigates the relative status of primary and secondary p
Hence, two parameters are set to evaluate both tours and their cltaracteaakyicthe optimum traveling plan and
the optimum gzaneters for td®P are to be found out.

2. Literature Research

There has been wide range of publication upon TSP and itBusgtatipri3eineko, van Dal, van der Veen and
Woeginger (1998) write a survey upon special cases dhiine MBRti@bout symmetric and asymmetric matrices,
euclidean TSP and the various special cases of@ine 86#e leading classifications is depending on data whethe
to be symmetric or asymmktisymmetric TSPTSP), the cost measdy)e: d i associated with ec(g'ej)i A

is valid for all pair of poiht}é,/-- s a’/-,- for at least one, then the TSP becomes asymmetiiSPEFe(@ral-aSP

formul ati ons ar e (gi v e nThdrerhavé li2sreatin foundinhabydubkcation& onltha o r
types of TSP worked out through heuristodze the wielown symmetric and asymmetric TSPs, a new version of
bat algorithm is introduced in (Osaba, Yang, Dig&aictp&zCarbelledo, 2@r@)st anderovnik (2005) developed

a heuristic algorithm for {h8R and studied with instances from TSPLIR fierayenetic algorithm for asymmetric
version is proposed and solved on benchmark instances in (Nagata & Beleth@0dR)ely studiadsification

is depending on the number of tours in the prablmber of tours can be single, double or multiple. In this conte»
mTSP can be defined as in (Bektas, 200620200 a given of nodes, let there are m salesmen located at a sing
depot nod&he remaining nodes that are to be visited are intermediate nodes SP@omisests of finding tours

for all m salesmen, who all start and end at the depot such that each intermediate node is visited exactly once &
cost ofisiting all nodes is minimizeel cost metric can be defined in terms of distanceT tienleasic. extensions

of mTSP are also touched upon in this sictienT SP is a special versiofT 8Fnif one tour existd,3® reduces

to the TSPEdouble tour existsT®P reduces to th& 8P Likewise, the other versionsT@mPncan be obtained as

the number of tours in the problem chidregeshas been limited number of publicatioT 8posanui its extensions.

In this study, some of theriapoones are giviiara and Bektas (2006) give some integer programming formulatior
for TSP and its variatioftsey show that the solution of multidegbtwith the proposed formulation is significantly
superior to previous approa€esang, @aLim, Qin and Zhu (2012) extend the TSP-ujtligliciery and LIFO
loading (TSPPDL) by considering two additional factors, the use of multiple vehicles and a limitation on the tot
that a vehicle can tra@bkn and Baker (2005) cortsidenultiple depots multiple TSFLP expanded to include vehicle
range and multiple service frequency requidenifegiés.intelligence has started to play an important role-in solving r
TSP By using genetic algorithm and evolutionary programnmeghadwegy fofTlBP was developed in several
studies (Carter & Ragsdale, 2006; Kota & Jarmai, 2015; Yuan, Skinner, Huangl&aies,2808)hom and
Enkawa (1999) propose an algorithm for TSP based on self organizing neural networkesgipitdaci&Rd ex

In the following researches (Mladenovic, Urosevic, Hanafi & llic, 2012; Soylu, 2015), VNS approach-was used
TSP As mentioned before, one of the important extensi@#s isfthe-dSP Plebe and Anile (2002) developed an
algorithm and applied a neural network based appib&EXOmedof the most common research topicSRfad

the dTSP with multiple stackB3BMS) here have been quite a lot of publications in thBetersiemand Madsen
(2009) introduce iteblem and present four different metaheuristic approaches t&ffemsoitiéityarithms for the
problem are presented in (Cazassa, Ceselli & Nunkesser, 2012) and exact methods for the problem are develc
& Ledesma, 201Bgtersen, énetti and Sprenza (2010) present mathematical formulations and solution approach
the problerit.can be counted more publications in relafiSR tandl its extensions.

The remainder of the paper is organized as follows: Section 3 focesliyénte®$P and gives the integer
programming formulafioiBection 4, a simulated annealing based algorithm for the problem is proposed and the
is tested for a group of parameters and findings BiealliyeBection 5 summarizes anaotsron the contribution

of this paper.
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3. Mathematical Model for-ica8P

As mentioned in introduction part, a new mathematical model has been developéd todh&PsebBgoroblem

has two center points selecting among nodes ane &ggregated via single node existing in the secombary tour.
center points are represented as the home depots ofTthesidhes optimum solution changes as the home depots
changeln addition, each travel path is set by a pafdmatarhe optimum solution is also affected by the objective
parameterin light of this information, the baSiSRcdan be formulated as follows:

Description of Sets:

Parameters:

a :cog parameteof primatour
b :cog parametenf secondarytour
cjj - distance valuebetweertityi and j intheprimatour

dij:distance valuebetweertityi and j inthesecondarytour
Decision Variables:

. (€l if salesmatravelshetweertityi and j
I "1 0, otherwise

n n m m
Min Z=a* a écij*xij"'b* a édij*xij
it NG{po} iLji ™M
st.
n
a  Xji= " il NG {pp}
it NG {p} @
a Xjj =1 il NG {po} ()
it NG {py}
gl inzl "ii M (3)
it M
m - (4)
ra Xij =1 il M
o ®)
a a x21 Is|22 @ STENC{p}
il s jis ®)
a a x21 S5/22 @ S,EM.
il S 01s, -
"1 {o1) $.0)f NClpd @ 8.0)i M )

In the model formulation, objective function minimizes the total cost of two salesmen inEguas@isligEgade.

(1) and (2) are tHegree constraints for the primaEgsun(3) and (4) are the degree constraints for secondary tour
Inequalities (Ineq.) (5) and (6) are the subtour elimination constraints for tour 1 an&x2yresgiect(\73lgives
decision variables aradest that some of the nodes belong to primary tour and the remaining belongs to the othe
The integer programming formulatio®-hagtm zereone decision variables and2Z+n+m constraints for each
model constructed because of the uhdeatiam of transfer pdintiotal, there exiséam#+mnan? zereone decision
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variables and mM2m2+mn+rconstraints in the integer programminginfodes , t he f ointeger at i o
variabl &3 aondsf (@2 nt sld.Thé tcdiSR rnulationihas ppproxinately tise folarahousand
variables and twenty million inequalities when n=20, m=10.

The proposed integer programming modelT®P tisd convenient for tourism organizations, cargo and freigh
transportation byratides, the design ofweze objects, fixing the transfer/transshipment points and depot locatio
and etc.

4. Application of the SA Algorithm for theTise

Kirkpatrick, Gelatt, and Vecchi (1983) introduced the simulated annealing algoritpta teh&blvatthard
combinatorial optimization problems in operational research area by using the annealing procédseof hard m
authors found out the relation between the annealing process andidgigafitipthey formulated the redation i
compact form and it has begun to apply in many optimizatidn phisbéection, a neighborhood structure has been
developed and embedded in SA algHetiemalso a distinct objective function is evaluated for two interrelated tot
This struate is peculiar totT&P As explained clearly, the overall steps of SA are given below:

4. 1. Steps of the SA Algorithm forTt&P

Step 1Select the initial tours A and B, objective pagaadtergeration limit K, the iteration limit L for temperature

change, initial temperatoreobling rate r (0< r &lpbal solutio’=Al, B*= B global index k=1 and iteration counter
I=1.

Step 2Select a point randomly from secondary tour B anchfisfielapoint between A aRé\Bse the primal tour
A including the home depot location.

Step 3Define two indices for both tours separately and exchange the points represemtestaydeeindices a,
b for A and indices d, e f@aR:ulate the net improvemeDZa%zQa N b*Bk)- z(a *pkHL b*Bk+l)J .It should
be here noticed that alpha and beta can get out of the brackets since they are parameters.

Step 4If DZ2 0 (min.), then accept the solution and ufiEat®e istep 6, etfwise go to step 5.

Step 5. If P= ex* (Z(a * Ly b*Bk+1)- Z(a L b*Bk»/TkJ2 osthen  updat*l=AK+pak*l  and
B“*1 =B+ DBK* otherwise updats™= AKand BT =BX . Go to step 7.

Step 6If the objective valz‘@s*Ak+1+ b*Bk+1) is superior to global objective value, update the global solution:s
A=At gngB" =KL
Step 7k=k+1,I=1+1 IfI=Ltakel =1 and update T &sI'*T . Return to Step 2.

Step 8If k=K then stop the algorithm.
4. 2. Data and Parameter Settings

In this application, a kind of medium size problem has been handled with siZehghediidorm=8ata has been

used in the applicatlarorder not to converge quiekpotdr solutions, a relatively high initial tempgrasubedn

taken (@=100000) in SA algorit@ooling rate is also taken high because of keeping the accepting probability of |
results high (r= 0.8331500, the iteration limit for tempetatnge is sufficient to get optimum results for this medium
size probler{=35000, the global iteration limit is also sufficient to get best results for the problem (n=10, m=5).

4. 3. Computational Results

The SA algorithm for th 88 was developeaihg MatlabR2015b and run on a PC Pentium@BjeDtialU 3.33
GHz speed with 4 GB of RAKIproposed SA based algorithm converged to the optimal solution within acceptable
The coded algorithm was run 10 times for each pair of alpha &td0etiteaations for eachAsiseen in Table
1, a varies in the interval [10,100paedkept fixed at 0.01Table 25 is kept fixed at 90 andaries in the interval
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[0.01, 1Although the algorithm explores the solution according to the objective function, the optimum selectiol
done after all of the algorithmic processes are compiietstlidy, optimum traveling path of salesibeanha
selected from Table 1 and 2 according to the sum of the primary and secondatgrmuthiefigttings indicate

that the objective function of model provides the alternative solutierSRdlthweetoel, the optimum has been
determinedmong the alternative solutions. The proposed SA based algorithm was found successful to get ac
results for this probléfternatively, many neighborhood structures can be developed and usetishlecetsfslly.

that the tour number nirepisnal and Table 2 shows that again, the same tour is optimal when the total tour len
consideredesides this information, optimal parameter values have been found in the interval fof ladpha and b
optimal traveling path of salesmen lendtitsare as follows.

The Primary Tour
36-1-2-9-107-12854-3
Optimal Length of A: 24136, Alpha for A: 90
The Secondary Tour
121315141112
Optimal Length of B: 2182, Beta for B: 0.01
Table 1: Alternative paths found according to alpha [10,100] and beta 0.01.

Path PrimaryTour | Secondary To{ Total Length o Alpha(a) Beta(b) Objective
Number (A) (B) Path Value
1 24136 3096 27232 10 0.01 241391
2 24136 3517 27653 20 0.01 482755
3 24136 4730 28866 30 0.01 724127
4 24136 4456 28592 40 0.01 965485
5 24136 2822 26958 50 0.01 1206828
6 24176 2182 26358 60 0.01 1450581
7 24136 2822 26958 70 0.01 1689548
8 24220 3517 27737 80 0.01 1937635
9 24136 2182 26318 90 0.01 2172261
10 24136 4456 28592 100 0.01 2413645
Source: Authorodés calculations using Matl ab.

Table 2: Alternative paths found according to alpha 90 and beta [0.01,1].

Path PrimaryTour | Secondary To{ Total Lengthf Alpha(a) Beta(b) Objective
Number (A) (B) Path Value

1 24136 2182 26318 90 0.01 2172261
2 24136 3096 27232 90 0.02 2172302
3 24136 3096 27232 90 0.03 2172333
4 24136 3517 27653 90 0.05 2172416
5 24136 2822 26958 90 0.08 2172466
6 24136 2798 26934 90 0.1 2172520
7 24136 4035 28171 90 0.3 2173451
8 24136 3517 27653 90 0.5 2174000
9 24136 2798 26934 90 0.8 2174478
10 24136 3517 27653 90 1 2175757

5. Conclusions

In this paper, an integer programming model pesplosed for the-lc8P The paper also introduces the SA based
approach for this problerorder to verify the validity and effectiveness of the proposed model and algorithm, the p
was solved through random Hagefindings indicate that migemative solutions can be obtained by using different
pairs of alpha and béta.observed in many tours, the length of second tour changes because of the relative s
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parameters and the data used in the study. Thus, the results reveabthaatthelmsjes as the preferences of
traveling salesmen on the path cAdmgewithal, the model ensures to fix and update the optimum location of dep

The proposed model can be applied to various industrial sectors as transportationtas doreunissgh. hetps

the manager to control the travel plan whenever the cost oftithanges. model specifies the optimum location
of depots and transfer polihbsvever, the board of management may decide to move the optimum locations \
considering the real world constkénise, they apply the-gpiimal results.

As distinct from this study, new mathematical models which take the fixed and variable delivery costs into col
will be proposed for theT8B.The new constits, like time windows, can also be modeled within thénproblem.
addition to that, new algorithmic approaches will be used to solve more compl@E§titintnedetaping ideas,
mathematical models and algorithms upon this problem wiilidoeeapplld problems.
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Abstract

The paper aims to analyse the effects induced by labour mobility within the European Union, focusing
emigration and immigration effects for major sending and host economies in terms of the overall e
activity, empowering the buserdgsgprise sector and labour market, as well as on economic (labour fort
and noseconomic (humanitarian, asylum seekers) migration. Labour mobility within the European Unic
important coordinate of the economic integration process an@gedernétehted to the member states,
with significant consequences upon their economies. Nevertheless, the international labour migratio
resides from wage differentials, working conditions or opportunities between sending and host econon
proving to be an important symbol of global economic inequality. Taking into consideration all these
our analysis is based on developing varioukddixad (LSDV) and random (ECM) effects models, using
a panel structure that covers fiveetdalastination countries and ten New EU Member States, respective
a complex set of indicators compiled durigg2Da0d 20®15. The models are processed through OLS
and GLS methods of estimation, as well as by using the correlated phstésdardeeteors (PCSE)
method, being completed-bgmple and eotsample predictions. The results show that immigration flows
have important economic consequences leading to significant changes in labour market performance:
natives and fagae population (decreases in employment rates and lowering wage levels). Still, one of th
important positive effects of immigration reflected by the results obtained is represented by an increa
number of innovative enterprises in thaihbogt tdous confirming the theories linking migration to innovatior
In terms of labour emigration, there is evidence to attest that it generates positive effects on the main
economies from Central and Eastern Europe on the GDP per capital egpoitgsespecially through
remittances, but the overall negative impact is predominant.

Keywordsinternational migration, economic integration, innovation, employment, economic growth
JEL ClassificatiorE22, F63

1 Introduction

Europe ifacing nowadays one of the major challenges induces by international migration, a major frontier of glol
Labour mobility within the EU is an important coordinate of the economic integration process and one of the fou
granted to the meanbtates, with significant consequences (both positive and negative) upon their economies. Tt
EU tends to be divided into two main areas in terms of migration (economic and humanitarian), respectivel
Member States (B since 2004, 2G0W 2013), as migrant sending countries, and the Old Membet States (EU

most of them being migrant receiving countries or host economies (especially Germany in absolute terms, A
Sweden relative to their population, along with Italy eneihSpaimgh with a slight decrease compared to previous
years, but still among the top destinations especially for the emigrants coming from Central and Eastern Europ

Thus, most countries from Central and Eastern Europe are labour exportiRgraeaimanesPoland having a
large stock of emigrants, respectively a major part of their labour force (especially highly skilled lalleur) is work
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their borders, thus inducing significant economic consequences. At the same time Rpighlimattbizakuania

have registered in 2015 large emigrant stocks. Still, on the other hand, if we analyse the entries of money s
emigrants back to their families in the source country, we can observe that Hungary, Czech Regublic, Lith
Romania have also registered large levels of remittances.

[13625,99434] [2.2e+06,1.1e+08]
(99434,211395] (1.1e+08,4.3e+08]
e

(7.56+08,1.1e+09]

Figure 1Stock of emigrants (left) and remittances (right) for the main
sending countries from Central and Eastern Europe, 2015
Source: own process based on Brucker et al. (2009) and World Bank data through Stata 13

Thus, even though the stock of emigrants is extremely high in the case of Poland or Bulgari&aremittances are
lower level compared to other neighbouring migrant sending countries.

Therefore, not all of the migrant origin countries from Central and Eastern Europe are necessarily character
equivalent, proportional, level of remittances withor&speumber of registered emigrants. Still, Romania tends t
differentiate itself from this point of view, in 2015 registering both high levels of emigrants and assasated high r

At the same time, Romania and Bulgaria are confreetipdpwither capita incomes, labour market imbalances (high
unemployment rates and low employment growth rates), along wiibkafp@terét rate, remittances thus
representing an important source of external financing with positive heffleetsonparids and especially for the
families back home in terms of income, consumption, savings and investment.
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(22,49]
(49,61]
(61,74]

(69.5,89]
(89,97]

Figure ZPer capita incorfleft) and aiskofpoverty rate (right) for the main sending countrerstfaban@ Eastern Europe, 2015.
Source: own process based on World Bank data through Stata 13

Moreover, according to Noja and Son (2016) the anxiety towards emigrahtsfitidtasiem Europe in the context

of the latest enlargements, mainly 2007 (Romania and Bulgaria) and 2013 (Croatia), but as well towards asylt
and refugees coming from Syria and other Arab countries, highlights the importancenigfratiennadiiciat,

along with accurate and efficient immigrants integration strategies defined by the main European destinatior

[234,1340]

(1340,16818]

(16818,90591]!

(90591,561850]

(Germany, Austria, Swec i
Figure 3fotal refugees and asylum seekers by country or territory of akgl&td ywit@id5Source: own process
based on UNHCR data through Stata 13

As in the case of previous refugee crises in the early 1990, the migration impact is cumulated in a few count
across OECD, Turkey is the most affected, hosting at present approximately 1.9 million Syrians, mostly with a
protective &tus, as well as a significant number of persons coming from Irag. Moreover, other 300000 person:
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from Afghanistan, Iraq and Pakistan have an illegal residence in Turkey, waiting to transit towards the Europe:
seek asylum. At the sanme timore than 1.1 million Syrians find themselves in Lebanon, where the situation is incres
uncertain, while a large number of refugees are in Jordan (about 630000) and Egypt (130000).

The large variety of migration corridors, migrant sendmgrabumigiiation motives shape this refugee crisis into one
extremely difficult to approach and coordinate. Moreover, not only the fact that migrants came from various co
territories of origin, but at the same time the main destinationcandtagglwary significantly across the EU. Thus,
according to the OECD (2015) in Germany, during the first six months of 2015, Kosovo and Syria have each
20% of the total asylum seekers, followed by Albania (15%). In Sweden, Syriamet27seyredal migrants,
followed by Eritreans and Afghanis with few over 10%, while in Italy, Gambia was the first migrant sending count
by Senegal and Nigeria.

2 Literature Review on International Migration and Labour Marttepémdencies

The economic literature provides various theories and perspectives trying to explain international migration, bc
of the migration decision and shaping factors of the migratory flows, and with respect to the economic conseg
migrant sending and receiving economies. Some of the most important approaches are the classical and ne
migration theories (mainly promoted by Lewis, 1954; Harris and Todaroe1 8 Q99B)sJehe classical migration
approach explaitiee fact that migration and capital movements are performed with a certain intensity due tc
differentials between two capitalist economies, one characterised through labour surplus and the other by capi
On the other hand, in the neardhpsrspective migration represents a complex phenomenon which induces unbala
the migratory flows seizing when the equilibrium is reached (Harris and Todaro, 1970, p. 129).

Goss and Lindquist (1995) suggest that international labour migiegiancgemgetition between migrants, which
will thus lead to a decrease in wage levels for capital plentiful regions. At the same time, remittances towards
country can alleviate inequalities and wage differences that induce internatiditgl labour m

Moreover, the theory of migrant nebighights the fact that international migration tends to increase as result of
interpersonal connections established between migrants that link origin and destination countries, due to relat
costs and associated risks. As a represehtativtheory, Taylor (1986) reveals one of the most important incentiv
for international migration within host economies, respectively the presence of interpersonal migrant networks.

As considering the both sides on international migration aresdsahajnestions regarding the emigration impact
on sending countries and immigration effects on native workers and host economies, there are various theorit
solve these questions.

Krauset al(2016) considered the labour market integratgpants, focusing on the Single European Labour Market,
its performances, risks and opportunities, as well as the importance and usefulness of European labour mobility
performed an online study among labour market exerts in Eurbpkedribatanost experts confirm the importance
of a Single European Labour Market for improving the economic conditions, thus leading to welfare. Still, they !
uncertain about achieving these benefits. Moreover, in the case of EU Igigoexpedisilifyestioned by Keduse
al.(2016) consider that the recognition of professional diplomas and qualifications, an optimization of the soci
systems and oymassing the language barriers are some of the most important drivetaliolenhabdity.

Bosettet al.(2015) have analysed the interdependencies between highly skilled labour migration and innovati
panel of 20 European economies duril2D@89% heir empirical results suggest that a higher percentage of tertic
educated migrants integrated into the host economies labour markets and holding a job that requires higher qt
and studies is also associated with a higher degree of knowledge creation. Thubr#ie daairtiteany tends to

be also@nfirmed by the Bosttil (2015) which conclude that highly skilled migration leads to knowledge creation
innovation (measured through the number of patent applications), as well as to an increase in the general publ
research (measdrgy the number of citations in published articles). Within this perspett& ®dgatiention
that the overall political efforts performed unde
competitiveness in intiona

At the same time, Ozgen (2015) assessed the labour immigration effects on the firm innovation process withi
Europe, focusing on the main influential channels. The author mentions that in most of the European countries tl
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have sigificantly diversified in terms of origin country, gender or educational level, all of these aspects generat
economic consequences on the innovation performance of firms, as viethabvandityra

Moreover, in terms of the generalewiglfaact of international migration in EU countries,aA(2096) have
guantified the effects induced by international migration upon the living standards of natives. The authors have
a model which takes into account the interactess thetwabour market, fiscal and market size effects (such as
changes in the variety of goods available for consumers) induced by migration, along with trade relations betwee
Their results highlight that recent migration flows have gsitemtefiegts on 69% of the native population in 34
OECD member states, respectively for 83% of the natives from the 22 richest OECD economies.

The emigration approach focuses more on migration effects on labour market outcomes, unemplayment and
growth generated through remittances and household impacts on those left behind.

The large economic literature on the impact of labour emigration on migrant sending economies highljghts that it
depends on the way the cédglitalr ratie affected related to the persons remaining in the origin country. Moreover,
emigration effects are extremely different from -@versmwic group to another. Thus, overall, emigration tends tc
have a positive impact on those remaining, bygticesasimomic welfare and reducing income inequalities in migral
sending countries (Clemens, 2011; de Haas, 2020aT4¥66).

In Europe, Fertig and Kahanec (2015) have analysed the potential migration flows in the context of EU
enlargment. Their results suggest that migration flows are largely shaped by policy variables and to a smaller
those economic and demographic. Thus, within the perspective of adopted and implemented migration policie
labour market free asct migrants by the hosting countries (Germany, Italy and Austria, in absolute terms and |
to their population) significantly increases the migration waves, especially on the short run.

3 Methodology and Data: Developed Models, Ecuationsahdnitssting
3. 1 General form of developed models

Our models follow the specific linear representation of the regression models with panel data, described by B
p. 219) in order to proper analyse the emigration and immigration sffeditsgu@odh receiving economies,
configuration that was also used in previous researches (Son and Noja, 2012):

K
Yi =a %uibr + &

k=1
i=1...,N 1)
t=1...,T

whereNis the number of panel units (countries) regnésents the number of periods (time).

Thefixed effects modeltheLeastSquares Dummy Variable (LSDV) masdisle following representéBianm,
2001, p. 220):

Yo =% b tzd+u +e (2

wherextis al x kvector of variables varying between countries arfuréptiesents ax kvectonfx coefficients,

zis al x pvectornof the variables that are constant in time, but vary between countries (as elemeniis of the pe
representspax lvectoofz coefficients,is the individual effects, for every element of the fitiseheddsturbance

term.
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Therandom effects mooletheError Component Model (E@bhe following representd@aum, 2001, p. 227):

Yie =% b0+zd+( +6) (3

wherell; + &, represents the compouned disturbance tesmefteots the individual effects.

The models developed in order to assess the i mmig
including humanitarian migration, as well to evaluate the emigration impacts on sending economies, follow the s
of doubkog simple and multiple regression models with panel data. These models were processed through OLS
Least Squareand GLS (Generalized Least Squares) methods of estimation in the case of fixed and random
respectively through the correlated panel corrected standard errors method (PCSE) method.

3. 2 Variables and indicators used for the empirical analysis

Inthe analysis we focused on the international migration effects upon the general economic activity (econom
business enterprise sector, innovation) and labour market fundamentals (employment, employees with t
contracts, earnings), respdgton the educational background (participation rate in educs¢icondgyeand

tertiary education) within the context of the globalization process and increased interdependencies between the
globally.

We thus selected a large scaldio&iors as proxy for the variables of developed models, ranging from the econ
activity, labour market outcomes and education to various sides of the international migration process (immi
emigration, labour vs. humanitarian migratioajnghiséng:

i) international migration specific indicatdggation flows and stocks, flows of refugees and asylum seekers, the st
of emigrants, remittances (mil. USD);

ii) economic activity and labour market indatatqrail. Euro) and gegita (Euro) GDP and the GDP per person
employed (USD); employment and unemployment iratees, fteign population-tipaet employment rate and
temporary contracts; earnings bgatwer married couple with two children (Euro) and earrsiogs aoiismey
employees (Decile 9/ Decile 5), average annual wages (USD); the educational attainment (both general and
through secondary and tertiary education levels (the highdatd®@i@nhal Standard Classification of Education
level sacessfully completed) and the participation rate in education covering participation iFfdioralal and no
education and trainingiskbfpoverty rate; business enterprise statistmber of enterprises, number of innovative
enterprises, totaidiness expenditures on research and development.

i) the globalization prod€€d: Index of Economic Globalization and the value added by foreign controlled enter
as a share of total value added (foreign affiliate statistics); internéxpaitdrade openness degree) and
international investment (inflows and outflows of foreign direct investment).

The panel structure covers five main EU destinatigas (Germany, Austria, Sweden, Italy and Spain) and ten Ne
EU Member States from Central and Eastern Europe (Bulgaria, Romania, Hungary, Slovak Republic, Slovel
Republic, Poland, Lithuania, Latvia, Egtithia)the performed analysisowered the 268014 period of time for

the immigration analysis and the2@@6@eriod for the emigration analysis due to differences in data availability
used as main data sources the statistical database of the European Eorostagibrinternational migration
database of OECD, World Bamkrld Development Indicators and United Nations iDatdH&R, ETH Swiss
Federal Institute of Technology Zurich, UNU WIDER World Income Inequality Database.

4 Results and Discussions

The empiit analysis of labour mobility in Europe has a double(pbijsttiveassess the emigration process for
considered sending countries from Central and Eastern Europe through identifying the main modellers of emig
(migration incentives/ decisions), as well as in terms of the economic consequencegatidncgdrbygnthe
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|l oss of a significant part offisecdnd evaluate theé immigratian effectsy 6 -
(both economic and humanitarian) within the main EU destination countries and upon theirwatiess stb@um
market performance and integration of immigrants, business sector development and innovation, openness de:

Therefore, in the first stage of our empirical research we developed a set of five macroeconometric models,
throughlmandonrECM (model 1) and fix8®V (model 2) effects (the Hausman test validated the results of the rand
effects models with a chi2(6)=1.43 and Prob>chi2=0-81a4t) (tmaxlel 3) and tiatage (model 4) least squares
regressions and correlateelgacorrected standard errors (P@S#&el 5).

Table 1 Results of the models developed and processed for

the analysis of emigration shaping factors

D @ ©) 4 ®)
log_Emigrants  log_Emigrants  log_Emigrants  log_Emigrants  log_Emigrants
log_GDP_cap 0.0353 0.0340 -0.0345 -0.0345 -0.0345
(0.0202) (0.0204) (0.112) (0.108) (0.0904)
log_Temp_contr ~ -0.0810 -0.0738 0.651" 0.651" 0.651"
(0.0469) (0.0476) (0.137) (0.132) (0.107)
log_Open_degre 0.71%" 0.700" 0.980" 0.980" 0.980"
(0.0973) (0.101) (0.134) (0.130) (0.0633)
log_FDI_inward 0.343 0.373 0.317 0.317 0.317
(0.189) (0.194) (0.302) (0.291) (0.138)
log_Earnings 0.0958 0.0979 0.145 0.145 0.145
(0.0372) (0.0376) (0.134) (0.129) (0.123)
log_Poverty -0.0778 -0.0789 0.358 0.358 0.355"
(0.0300) (0.0301) (0.115) (0.111) (0.0984)
_cons 3.32> 3.327 1.142 1.142 1.142
(0.954) (0.880) (1.702) (1.642) (0.801)
N 100 100 100 100 100
Re 0.3074 0.652 0.542 0.542 0.542

Standard errors in parentheses
“pP<0.057p<0.017"p< 0.001
Source: own process of panel data through Stata 13 econometric package

We selected several independent variables according to the relevant literature and constrained by low data
which try to better capture the emigration incentives. Thus, the results obtained confirm the main migratior
theories, highltgtg that the migrants primarily search for higher living standards abroad and better working cor
Basically, according to our results an increase in poverty rates in the origin country induces higher efdigrant stoc
increase confirmedtogé¢ of the five methods of estimation used).

Moreover, the labour market fundamentals and flexibility measures used to increase employment reflected he
an increase in the number of persons employed on a temporary contracts basisceptaesetd endjsate, thus
reducing the size of the emigration stocks (by 0.651% also confirmed by three of the five methods of estima
Another important factor that can contribute to increased labour mobility in the present cameit thfeglobalisa
openness degree. Thus, higher openness degrees of migrant sending economies (in terms of exports and i
percentage of the GDP) lead to an increase in the stock of emigrants for panel comprised economies.
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Taking into consideration thepects, we expanded our emigration analysis by considering its effects and t
developing a different set of eight simple regression models (one having as explanatory variable the stock of enr
the other remittances) processed through tliedcpeeéds corrected standard errors (PCSE) method of estimation.

Table 2 Results of the models developed for the assessment of

emigration impacts on sending economies

@ (2 3 4
log GDP_cap log_Export log_FDI out log_Earnings
log_Emigrants 0.195* 0.368" 0.419" 0.0724
(0.0260) (0.00671) (0.0279) (0.0421)
_cons 1.023 6.079" 6.870" 2.755"
(0.315) (0.110) (0.286) (0.516)
N 100 100 100 100
Re 0.073 0.336 0.317 0.012
(5) (6) @) 8
log_Empl_rate log_Temp_empl log_Poverty log_Edu_part
log_Emigrants -0.278" -0.207 0.119 -0.00118
(0.0608) (0.0290) (0.0216) (0.0707)
_cons 6.729" 5.913" 1.956" 3.487
(0.701) (0.348) (0.282) (0.919)
N 100 100 100 100
Re 0.190 0.111 0.033 0.000
@ (2 (3 4
log GDP_cap log_Export log_FDI out log_Earnings
log_Remittances 0.290" 0.241" 0.0326 0.131"
(0.0730) (0.0533) (0.0336) (0.0340)
_cons -2.310 5.8158" 1.146 1.056
(1.418) (1.050) (0.656) (0.694)
N 100 100 100 100
Re 0.150 0.134 0.002 0.037
(5) (6) @) 8
log_Empl_rate log_Temp_empl log_Poverty log_Edu_part
log_Remittances -0.0620 -0.00270 0.0254 -0.168"
(0.0550) (0.0387) (0.0471) (0.0463)
_cons 4.628" 3.459" 2.901 6.772
(1.058) (0.745) (0.948) (0.890)
N 100 100 100 100
Re 0.009 0.000 0.001 0.055

Standard errors in parentheses

*p<0.05;p< 0.017"p< 0.001

Source: own process of panel data through Stata 13 econometric package

The results highlight positive effects of emigration for migrant sending economies from Central and Eastern Eul
terms of the overall economic activity (increases in the GDP per capita, level of household earnings through re

internatical trade operations).

There are significant negative effects on labour market outcomes (decreases in employmetdl rates
temporary employment), especially through the loss of a significant part of the labour force (mostly) highly skill
as well as on the educational background reflected by a reduction of the participation rate in education an
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Moreover, the results highlight that emigration tends to deepen the poverty levels by isinépsireyttheates
for casidered economies.

From the immigration perspective, our main focus was on the major challenges faced by Europe nowadays, v
migrant flows have emerged in the context of European integration, and moreover recently due to increasec
refuges and asylum seekers targeting Germany, Austria, Sweden or Turkey as main destination countries,
Eastern and Central Mediterranean or Western Balkans routes.

We thus developed two sets of twelve simple regression models processed tiedadhptreslsocorrected
standard errors method of estimation (in the first set we used as explanatory variable the stocks of immigrants
second set we used as independent variable the inflows of asylum seekers).

Table 3 Results of the models digved for the extended analysis of

immigration economic consequences within main receiving countries

D @ ©) 4
log_GDP_cap log_GDP_empl log_Unempl_rate log_Unempl_rate_fol
gn
log_Imig_stock -0.0862 -0.0662 0.108" 0.168"
(0.0164) (0.00464) (0.0197) (0.0257)
_cons 10.88" 11.20° 1.106" 1.357
(0.133) (0.0419) (0.154) (0.195)
N 70 75 75 75
Re 0.172 0.533 0.182 0.142
(5) (6) ™ ®
log_Empl_rate log_Empl_foreign log_Wages log_Earn_disp
log_Imig_stock -0.0438" -0.0249 -0.0748" 0.0288
(0.00675) (0.00683) (0.00958) (0.00367)
_cons 451> 4.284" 11.26* 0.362"
(0.0494) (0.0514) (0.0789) (0.0263)
N 75 75 75 75
Re 0.180 0.031 0.254 0.065
9) (10) (11 (12)
log_Edu_sec log_Edu_tert log_BERD log_Innov_entrep
log_Imig_stock -0.0945" 0.00970 -0.330" 0.863"
(0.0202) (0.0167) (0.0536) (1.82€08)
_cons 4.475" 2.901" 8.378" 3.398"
(0.152) (0.130) (0.437) (0.000000143)
N 75 75 70 5
Re 0.073 0.001 0.166 0.777

Standard errors in parentheses
"p<0.057p<0.017"p< 0.001
Source: own process of panel data through Stata 13 econometric package

Our results suggest that there is evidence to confirm some of the major concerns regarding the negative
immigration on host economies. Thus, an increase in both stocks and inflows of immigrants within the five
countries leads to a reédndh GDP per capita and per person employed levels, reduces the labour market perforn
both for natives and other immigrants already established there (reflected to an increase in total and foreign une
rates and associated decreases iartdtéreign employment rates), a decrease of wages and increased earnir
dispersion. Still, one of the most important positive effects of immigration reflected by the results obtained is r
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by an increase in the number of innovative eritetpeisexst country, thus confirming the theories linking migration t

innovation.

Table 4 Results of the models developed for the analysis of asylum seekers

economic consequences within receiving countries

@ @ 3 4
log_GDP_cap log_GDP_empl log_Unempl_rate log_Unempl_rate_fol
log_asylum_infl 0.128" 0.025T1" -0.0201 ?0%646
(0.0209) (0.00696) (0.0238) (0.0805)
_cons 8.962 10.45* 2132 3.280"
(0.213) (0.0671) (0.242) (0.806)
N 70 75 75 75
Re 0.280 0.062 0.005 0.017
(5) 6 @) ®
log_Empl_rate log_Empl_foreign log_Wages log_Earn_disp
log_asylum_infl 0.06071 -0.0505 0.0998" -0.0780"
(0.00796) (0.0309) (0.0121) (0.00997)
_cons 3.581" 4.59% 9.701" 1.353
(0.0809) (0.300) (0.120) (0.0961)
N 75 75 75 75
Re 0.281 0.104 0.371 0.389
C) (10) (11) (12)
log_Edu_sec log_Edu_tert log_BERD log_Innov_entrep
log_asylum_infl 0.292 -0.0129 0.546" 0.143
(0.0328) (0.0202) (0.0501) ()
_cons 0.867 3.103" 0.461 8.777
(0.321) (0.205) (0.478) )
N 75 75 70 5
Re 0.565 0.001 0.390 0.028

Standard errors in parentheses
“p<0.057p< 0.017"p< 0.001

Source: own process of panel data through Stata 13 econometric package

On the other hand, if we consider only thesasiens inflows into the main EU host economies analysed within tt
panel, the results tend to be contradictory and show positive effects of immigration (a possible explanation
relatively small number of asylum seekers compared to labosidimimigttae analysed period, even though there

are significant increases in the latest years).
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Figure 4Estimated emigrants (stock) for the New EU Member States since 2007 (Romania and Bulgaria) a
(Croatia), during 2€020Source: own Eess based on panel data through Stata 13

We completed the empirical analysissaitiple and eotsample predictions until 2020 of the emigrants stock and
remittances for three of the New EU Member States as sending economies consideRdnrattie, Bargaria
and Croatia and of the immigrants and asylum seekers inflows into one of the main deSatianycountry
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