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WORD OF THE EDITOR

Serbian Project Management Journal
is a journal presented by the Serbian
Project Management Association —
YUPMA, who had launched this
publication on the occasion of its 25t
anniversary.

This specialized journal has been
presenting  the  most  recent
knowledge and best practice in the
field of project management and
other management disciplines.

So far, many authors from more
than 15 countries have recognized
Serbian Project Management Journal
as a vital reference in their academic
or professional career. Most of the
articles are based on research
undertaken by  scholars and
specialists in the field. In addition to
research  articles, the Journal
publishes commentaries, researches
in brief, and book reviews.

The Journal is deposited in the Serbian National Library and is recognized in Serbian
Citation Index, Google Scholar, and Research Gate. In the time to come, the editorial
team will pay particular attention to indexing Journal in other scientific databases.

It is our genuine wish to continue further contribution to the project management

development and implementation in Serbia through publishing latest achievements

and research in the field.

Editor in Chief
Prof. Vladimir Obradovié¢, PhD

L sa7ad
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PROJECTS AND PROJECT MANAGEMENT IN SERBIA

Reinhard Wagner
President of International Project Management Association

Last week I visited Serbia. It was my first visit and I
realized how limited my knowledge about this country and
the region is. The city of Belgrade impressed me a lot, a
major hub at the confluence of Sava and Danube
river. This is figurative for Serbia, because the country is a
confluence of many tribes, cultures and people. In the
middle of the Neolithic period people settled in the region
and formed the Vinca Culture, later Thraco-Dacians, Celts,
Romans and Slavs settled but were often challenged by
other cultures. For example, the Ottomans conquered the
region and tried to convert people from the Orthodox
religion into Muslims. In 1594, a major rebellion of the
Serbs was crushed and Sinan Pasha ordered the relics of
Saint Sava — the founder of the Orthodox church in Serbia — to be publicly torched on the
Vracar plateau, where nowadays one of the world’s largest Orthodox churches is being
build, the Church of Saint Sava.

Later the Austrian Empire occupied the country. It was the declaration of war between Austria-
Hungary and Serbia that caused the first World War and subsequently many damages to the
capital Belgrade. Also during the second Wold War Serbia was between all forces, first the
German Luftwaffe bombed the city, later the Allies and the Red Army attacked it too which still
can be seen in the city. After WWII the Socialist Federal Republic of Yugoslavia was
formed under the leadership of Josip Broz Tito. Glasnost in Russia and the fall of the Berlin
Wall caused the dissolution of Yugoslavia in the early 1990s with another military conflict in
the region. Finally, the states of Bosnia and Herzegovina, Croatia, Macedonia, Montenegro,
Serbia and Slovenia became independent.

Serbia is in the process of transforming its economy from a planned economy into a market
economy. In 2015, the nominal GDP was about $5,000 per capita, which is half of its neighbour
Croatia. Main sectors of the economy are services that account to 50% of GDP, followed by
industry with 40% and agriculture with about 10%. Most of the trade is performed with the
countries of the European Union and Russia. The economic crisis of 2008 and 2009 hit Serbia
very much, the country is still trying to find its place in the world’s economy.

The Top 5 export goods of Serbia in 2014 were vehicles, electrical machines, cereals, fruits and
vegetables as well as clothes. New businesses, especially in the IT sector are rapidly growing
and changing the focus of the country. In addition, tourism is of increasing significance for the
country, attracting more than 3 Million people every year to come, from Europe, Middle East
and Asia. Many projects are performed in Serbia to improve the infrastructure, for example
the $388 million World Bank Corridor X Highway Project, connecting Serbia and Bulgaria. Or
the Belgrade Waterfront development project, combining commerce, culture and community
along the Sava River. It is designed to cover an area of approximately 80 hectares with
approximately 1.8 million square meters of offices, retails, hotels and luxury apartments. It’s
estimated that the cost of the project will be around three billion US dollars and will be
completed within ten years. Other projects, sponsored by the European Union and the World
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Bank, are aiming at increasing the entrepreneurial activities and innovation, e.g. through Mini
Grants and Matching Grants Programmes.

Project management is not new to Serbia, already in the late 1960s consulting firms brought
know-how into the country. Later individuals, companies and universities used it for country-
specific adaptation. 30 years ago the first association was formed. In the context of the former
Yugoslavia it was called Yugoslav Project Management Association (“YUDRUP”) and became
member of IPMA. Following the disintegration of Yugoslavia, the association was renamed into
“YUPMA?”, now focusing on the profession in Serbia. YUPMA is one of the founders of South-
East Network (“SENET”), exchanging experiences on a regional basis.

Many events have been organised, bringing together Academia as well as practitioners out of
the region. In 2006, a Project Management College was established, contributing significantly to
the education of undergraduate and graduate students. In 2014, the Commission for
Accreditation and Quality Assurance of the Republic of Serbia awarded the College the status of
the Faculty for Project and Innovation Management. Currently, a doctoral study programme is
undergoing an accreditation process to soon complement the academic offerings. Since twenty
years an international symposium is being held in Serbia, bringing together experts from the
country, the region and the international level. Other activities of YUPMA cover seminars,
workshop and events for practitioners and the Young Crew, the 4-Level-Certification System is
offered in order to develop the competences of project managers in the country. An important
step for Serbia in order to improve the economic situation and to reposition itself within Europe.

Note from the Editor:

On the occasion of the 30" Anniversary of YUPMA - Serbian project management association
and 50" Anniversary of IPMA - International Project Management Association, Mr. Reinhard
Wagner, IPMA president, visited Serbia and gave key note speech at the opening of 20™
International Symposium of Project Management held in Belgrade on May 19-20". The above
article is Mr. Wagner's review of his visit to YUPMA, Belgrade, and Serbia from the project
management point of view.
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IMPORTANCE OF PROJECT MANAGEMENT - THE FIRST 30 YEARS OF YUPMA
AND 50th ANNIVERSARY OF IPMA

Petar Jovanovi¢
Faculty of project and innovation management, Educons University, Serbia

Abstract: The paper sums up the activities that have been accomplished during the 30 years
since the Project Management Association of Serbia was established. Especially assessed are
the conditions as regards the development and implementation of project management both in
Serbia and throughout the world and also certain trends in the development of project
management and the YUPMA in the period to come are traced. Also analyzed and presented are
certain tendencies of the future development of project management in the world and Serbia.

Key words: Project, management, improvement, development, implementation.

1. INTRODUCTION

The analysis of the condition and
development of project management in Serbia
may begin with the following questions: Are
the 30 years of the Association a long or a
short period for the analysis of the condition
and development of project management in
Serbia? What has the Association achieved in
this period? What people that make this
Association achieved in this period? Has
project management spread in ex-Yugoslavia,
or in Serbia? These are the questions the
people who run YUPMA are faced with today
when we talk about the thirtieth anniversary
of the Association and when we agree that it
is time we draw some conclusions and
analyze what we have accomplished and what
is to be done in the period to come. One issue
is also what the situation is with the
implementation of project management in
Serbia, how we can enrich our knowledge in
project management and train as many project
managers as possible so that they should
contribute to a more efficient execution of our
projects.

We should first decide whether this, twentieth
scientific conference of the Association
YUPMA and PM College is a good
opportunity for such an analysis on the basis
of which we will be able, upon the completion
of the conference and when we take all the
suggestions, attitudes and conclusions into
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consideration, to say what we have done and
how we should proceed.

This is also an opportunity to remember that
the preparations for an institutional
establishment in the area of project
management commenced in 1982, following
the participation of a number of our experts at
the INTERNET Congress in Copenhagen but
also that the beginnings of the implementation
of project management methods and
techniques in Serbia, the then Yugoslavia,
date back to the late 1960s, when two
Belgrade institutes and certain companies
started to implement network planning
techniques and gantograms in business
planning and management in certain firms in
Serbia, Slovenia and Bosnia and Herzegovina
and when some people visited the INTERNET
Congresses in Vienna, Amsterdam, Paris, etc.

What is certain at this moment is that the
conditions as regards project management
implementation are not satisfactory, especially
in the area of managing the execution of
capital projects. As stressed several times
before, [9] implementation of project
management, despite definite needs, remains
marginal in this society. Regardless of a long
tradition of project management development
and implementation in Serbia, knowledge in
project management is still not disseminated
to a satisfactory extent, nor is the need for
managing different projects, although it is

5
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evident that without an efficient management
there are no efficient projects and results for
either the company or the society in general.
As far as YUPMA is concerned, the basic
goal of the Association’s work has remained
the same during all these years [4]; it is
primarily  education, development, and
expansion of project management, training,
and certification of competent project
managers and creation of project units in trade
and the private sector.

Despite  objective  circumstances  and
difficulties Serbia has encountered in the past
years, we have to change the conditions in
which the major goal has been that the project
should be completed without any questions as
to how long it took for the project to be
completed and what the costs were, to what
extent the delays in the execution of the
project raised the price of the project, not to
mention the lost profits [9].

2. PROJECT MANAGEMENT IN
SERBIA

The YUPMA experts did their best to
organize education, implementation, and
development of project management in
Serbia, however, even after 30 years from the
day the Association was established and
extensive efforts that were made, the situation
as regards the dissemination of knowledge
and development is unsatisfactory. As already
concluded [9], apart from certain groups of
enthusiasts and a small number of academic
institutions and economic entities and private
sector organizations, there are not many
people interested in project management and
only a small number of experts implement
project management in managing their
projects. The public has only limited
knowledge about this managerial discipline,
especially about its potential to improve the
effectiveness of project execution. Hence the
awareness of the needs of project management
and the potentials of this discipline in project
management are significantly limited.

On the basis of the above-quoted conclusions
[4:9] and the research conducted by the
YUPMA and the Faculty for Project and
Innovation Management (PM College) experts
over the past years, Serbia lacks broader

available knowledge in project management
as well as certified project managers that will
manage projects and thus contribute to the
efficiency of their execution. Research
suggests that awareness among the public
should be first raised about the need for
project management and certified project
managers, and then the implementation and
development of knowledge in project
management can be discussed.

Having in mind the analysis of the situation
conducted for the YUPMA 2011 and YUPMA
2015 symposia and additional research and
analyses carried out so far, the situation as
regards the implementation and development
of project management worldwide can be
illustrated by the following conclusions and
findings ([4;9], amended):

- There are two international
associations, IPMA and PMI, a large
number of national project management
associations and varied academic and
consulting organizations engaged in
development and implementation of
project management;

- IPMA and PMI hold congresses on a
regular basis where the latest
knowledge and experience in the area
of project management are presented;
national and regional conferences on
project management are also organized;

- A large number of scientists,
consultants and practitioners
continually work on the development
and  implementation of  project
management, their efforts resulting in
numerous approaches, procedures and
methodologies being developed.

- There are numerous faculties,
associations and consulting
organizations engaged in education and

training in the area of project
management;

- There is sample literature on project
management;

- The demand for competent and certified
project management increases, etc.

The above-quoted conclusions only prove that
the situation as to the expansion of
implementation and development of project
management worldwide is highly satisfactory
and that the implementation of project
management constantly increases.
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The situation regarding the implementation
and development of project management in
Serbia, however, is absolutely different ([4;9],
amended):

- Knowledge in project management is
not developed to a satisfactory degree,
and the need for project management is
not recognized;

- National  capacities in  project
management, especially reputed and
competent organizations such as
YUPMA, the PM College and the FOS
(Faculty of Organisational Sciences)
are not used up to their potentials;

- The number of organizations engaged
in project management as well as the
number of competent project managers
in Serbia are too small in comparison
with the need for them;

- Economy and the public sector lack
well-designed project units;

- There are good examples such as
YUPMA, the PM College and the FOS
that are engaged in education, training,
and certification in the area of project
management, however, they are
insufficiently employed, etc.

If we compare the situation in the
development and implementation of project
management in the world and Serbia, we can
conclude that the situation in Serbia, despite
great efforts made by YUPMA, the PM
College, and the FOS, is not satisfactory and
that we do not keep up nor do we make use of
PM development and implementation in the
world. It is necessary that much more should
be done in the following fields:

- Disseminating knowledge and
explaining the need to implement
project management;

- Creating new  educational and

consulting organizations to be engaged
in disseminating knowledge in project
management;

- Creating project units in both trade and
the public sector;

- Encouraging state institutions and
chambers of economy to work more on
explaining the need for project
management;

- Introducing an obligation to implement

project management in the public
sector;
- Developing new approaches and

methodologies for different types of
projects within IPMA and YUPMA;

- Conducting a more intensive
promotion of the project manager
profession;

- Intensifying work on increasing the
need for certified project managers.

3. TRENDS IN DEVELOPMENT OF
PROJECT MANAGEMENT IN SERBIA

The introductory paper of YUPMA 2011[4]
brought the strategic trends of the YUPMA
development that were partly based on valid
needs for the implementation and
development of knowledge in project
management on the level of Serbia. It was
then that the vision, the mission and the three
priority strategic trends in the development of
project management in Serbia were defined.
They were to be realized by YUPMA in
collaboration with the PM College and the
FOS. These three strategic trends can be
supplemented by the fourth, and they are as
follows:

1. Popularization of project management
and increasing the number YUPMA
members;

2. Training and education in the field of
project management;

3. International certification of project
managers;

4. Development and implementation of
new approaches and methodologies.

These strategic trends in the development of
YUPMA and project management in Serbia
brought forth certain strategic goals ([4],
amended) among which we present ones that
appear to be relevant at this moment.
To these strategic goals are related a number
of tasks whose accomplishment results from
the realization of strategic goals and the
appropriate trends of development. The major
strategic goals include the following:

1. Development, need and dissemination

of knowledge in project management;
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2. Intensifying  different forms  of
education and training in project
management;

3. Defining the YUPMA methodology in
project management;

4. Disseminating knowledge in project
management among the young;

5. Holding scientific conferences in
project management;

6. Promoting and development of the
project manager profession;

7. Expanding international certification of
project managers, etc.

As well as in the previous period, three
organizations are strongly engaged in
implementing and development of project
management in Serbia. These are YUPMA,
the PM College, and the FOS and they
represent the pillars of development and
implementation of project management in
Serbia in the period to come.

These three organisations have done much in
the execution of a large number of tasks that
resulted in the popularisation of project
management, in a relative increase in the
number of the members of the Association, in
the development of the project management
profession and the international certification
of project managers, however, this is not
enough, and the situation as regards
development and implementation of project
management in Serbia remains far from
satisfactory. It is to be expected that the PM
College will significantly contribute to the
development and dissemination of knowledge
of project management through its
undergraduate, master and doctoral studies
and thus establish a firm nucleus of competent
project managers who will participate in the
expansion and an increased implementation of
project management in Serbia.

A specific challenge to the future researchers
and consultants in the area of project
management is the selection of appropriate
methodology for managing a specific type of
project(s), or development of an entirely new
methodology. The world knows a certain
number of methodologies [1,2,3,12,13] that
are implemented in practice with more or less
success. Among them are: PMI, PRINCE2,
APM, YUPMA and others. However, there is

no unanimous attitude as to which
methodology is the best geared for a certain
type of project. Since it is evident that there is
a large number of projects with different
characteristics, this fact means that it is not
possible to formulate and implement a single
methodology for all types of projects; hence
this problem remains an important challenge
to be solved in the future. Worth mentioning
here is that the problem of development and
expanding the need for knowledge in project
management is further highlighted by the fact
that IPMA has not provided its project
management methodology or methodologies
and that, with its PMBOK, PMI already holds
a prominent position among the project
management users in Serbia and the world.

4.NEW TRENDS OF DEVELOPMENT

When talking about strategic aspects and
trends of the development of project
management, it is hard to offer any firm and
realistic predictions; we cannot offer but
indications of paths and orientations that
present the trends relying on the achieved
level of project management development.
From the standpoint of YUPMA and the
project management in Serbia, however, we
can mention some trends in the development
of project management in Serbia that is
partially coordinated with the trends of the
development of project management in the
world.

In accordance with the trends of development
of project management in the world, the
YUPMA, the PM College, and the FOS
experts have individually or in a team worked

on the development of certain new
approaches, knowledge and applicable
solutions in project management. This

primarily refers to the research into the
possibilities of linking project management
with other specialised management disciplines
such as strategic management, change
management, knowledge management, etc.,
but also to some other aspects of project
management, such as the implementation of
certain approaches and methodologies, team
work and broader collaboration, impact of the
diversity of projects, expanding project
management implementation, etc. [5,6,10,13].
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It is in this sense that we highlight a number
of aspects that may be part of new trends and

paths in the development of project
management:
1. Strategic insight in the project
execution;
2. Change management and project
management;
3. Traditional and Agile approaches;
4. New team work and team spirit;
5. Versatility of projects and different

methodologies;
6. Expanding the implementation of
project management, etc.

Strategic insight in the project execution is
characteristic of programme management and
project portfolio management [7,8,12] and
requires the programme manager and the
project portfolio manager to understand and
adopt strategic goals of the company and be
capable of linking them with the strategic
goals of the projects and programmes and vice
versa. This strategic attitude and strategic
insight, however, are all the more required
from project managers since, besides the basic
goals in project execution — time, costs and
performance, it is necessary that project
managers should be able to apprehend the
strategic perspective of the project as well and
fit it into the company’s strategic intents. It is
in this way that the project manager moves
from a purely operational function towards
strategic aspects and positions.

Certain approaches and methodologies point
to the need and manner of managing change
in the project. However, it is important to say
that the approach and manner of introducing
change can have a significant effect on the
project outcomes. Using the principles and
methods of change management is especially
important in the case of IT projects,
particularly in software development projects,
since in this type of projects there is a
constant need for introducing change and for
changes in individual sections and phases of
the project.

A specific manner of project management is
used by agile methodologies or agile
approaches that propose a phased approach to

project management. In this approach, on
completion of a certain phase, specifications
and requirements may be changed in
accordance with the clients’ requirements and
desires, and then the new phase follows, all
through to the completion of the entire
project. In certain situations, it is possible to
go back to the previous phase and introduce
some changes in order to improve the project
process and outcome.

Talking about the agile approach, it is worth
mentioning that this approach differs
significantly from the traditional approach to
project management and the traditional
methodologies that mean a clearly defined
project management procedure, from the
initial idea to the completion of the project.
The agile approach insists that the project
should be executed in stages or phases, that
changes should be introduced in accordance
with the client desires and that part of the
project or the entire project should be
delivered to the client as soon as possible.
According to this approach, the delivered
project or product can subsequently be altered
and improved.

This is possible in case of software projects,
however, in the largest number of cases this is
not possible when investment, manufacturing
projects and the like are considered. When a
project of a bridge, railway, factory,
hydroelectric plant construction is executed, it
is not possible to constantly make alterations
or deliver the project in parts and then
improve it [14]. This also goes for large
manufacturing projects (crane, locomotive,
tractor, etc.) as well as for the projects of a
general project (steelworks, mills and other).
It is necessary that the initial project solution
(design) in such projects on the basis of which
the project is executed (the so-called technical
documentation in investment projects) should
be highly accurately produced for the project
execution to be possible. In the case of
manufacturing, project parts of technical
solutions have to be accurately and precisely
worked out (these are often expressed in
millimeters or parts of millimeters) which
shows what the project solution (design)
should be like so that the project be executed.
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Such project solution cannot be continually
altered as that would considerably prolong the
execution time and increase the total project
costs [1].

The diversity of projects, of managerial
approaches and methodologies, are also
reflected in the manner the project team is
assembled and the team work on the project
and increasingly broad collaboration in
project execution. The agile approach, for
example, requires a different method of
organization and work of the project team
members. The IT experts engaged in the
project team for the development of a certain
software solution find it very difficult to
observe a rigid organization and principles of
team work. They want to work in a relaxed
environment, at ease and without strict
deadlines and set procedures, hence the notion
of team work and team spirit in such
situations is different. For such projects the
principles of self-organised and self-directed
teams should be wused, where the team
members are considerably more autonomous
and free in their work and where the role of
project manager as a team leader is not as
pronounced as, e.g., in team work in
investment project management.

The agile approach and managing software
development projects stress the need for a
broad collaboration in project management,
not only by involving the client in all the
phases of project execution but by a continual
including all stakeholders that are in any way
related to the project. It is in this manner that
the importance of stakeholder management as
a specific segment of project management is
increased.

As far as new approaches, methodologies, and
manuals are concerned, it is important to
stress a large variety of projects where project
management is implemented and the resulting
need for different approaches and
methodologies adjusted to the characteristics
of certain projects. The above presentation
and the comparison between traditional and
agile approaches to managing investment and
software projects clearly highlights significant
differences between these projects that in turn
require differences in project solutions
(design), team work, need to include clients

and other stakeholders, as well as significant
differences as to the role of project manager
and implementation of specific procedures
and methodologies. All these mean that in the
times to come it is necessary to work on the
development of a number of methodologies
for different types of projects since it is
obvious that there is no single methodology
for all types of projects. It is in this sense that
we can stress the weaknesses of the PMI
methodology  that presents a  single
methodology for all types of projects.

Finally, it is necessary that new trends and
paths in the development of project
management should point out to new needs,
potentials and methods of expansion of
project management as a specialised
management discipline that is oriented not
only towards a more efficient project
execution but also towards improving the
efficiency of certain companies, cities and
entire regions. This is simultaneously one of
the main tasks set before YUPMA in the
period to come.

5. CONCLUSION

The celebration of the 30 anniversary of the
YUPMA Association stresses the need to
perform if only a partial, analysis and
assessment of the results the Association has
achieved. We can probably agree that this is a
rather difficult and unrewarding task.
Unrewarding, primarily, because the members
of YUPMA, in collaboration with the PM
College and the FOS, have worked hard and
done much in the development, dissemination,
and implementation of knowledge in project
management, however, the situation in Serbia
as regards implementation of project
management can be said to be unsatisfactory.
The reasons for such a conclusion are
numerous, some of which were mentioned at
previous YUPMA scientific conferences.

Firstly, it should be said that the activities of
YUPMA, since it was established until the
present day, were conducted in hard times in
Yugoslavia and later in Serbia, and in the last
years, in the conditions of a severe economic
crisis both in the world and in Serbia. Given a
broad perspective, there is a serious lack of
knowledge, partly inherited, about what

10
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project management is and hence the
indolence about disseminating knowledge in
project management. This also resulted in a
lack of understanding of the need for project
management and great potentials of project
management in improving the efficiency of
large companies. It is rather difficult to talk
about the need to expand and implement
project management in the conditions of
poverty and decay in Serbia. People often
have to struggle hard to make both ends meet,
so they lack the desire and need for a more
efficient management.

All these are additionally aggravated by the
lack of interest and understanding of state
agencies and chambers of the economy that
have done very little so far and are doing very
little today, about the development and
dissemination of project management in
Serbia. They are, before all the others,
obligated to support the need for permanent
education, training and international
certification of project managers as well as for
the creation of organized project units both in
trade and in the public sector, where trained
and professional project managers will work.
It is only in this manner that companies can be
made more stable and more efficient and that
the society can be made better and richer.
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Abstract: Management of successful projects and programs on the basis of entrepreneurship for

development of organizations is considered.
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1. INTRODUCTION

The success of development projects and
programs depends on two groups of factors:
(i) the competence of organizations in
managing of its projects and programs; (ii)
"Entrepreneurial spirit" that is formed by the
leadership of the organization and by the
initiator of the project, and which support
progress towards successful completion of the
projects. The success of the project, as a
management category, has contradictions
which are formed as a result of different views
of the parties concerned. Thus, each of the key
party concerned has its level of competence in
project ~management, and may have
diametrically opposed views on the success of
the projects and their products.

Entrepreneurial energy of various concerned
parties promoting the project contains
contradictions which are to be accounted for
by the organization's leadership in project
management  processes.  Entrepreneurial
energy depends on "entrepreneurial potential"
available in the organization and the key
concerned parties. It is a set of orientations for
success, individual and collective
responsibility, freedom of expression and
creativity (Grachev, 1993). Entrepreneurial
potentials a socio-determined set of features
and capabilities for organizing and operating a
business, which entrepreneurs could possess.
Most often, the business potential is
characterized by such properties as efforts to
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promote economic innovations, forms of
implementation of the role function, the final
product of economic creativity, ability to take
risks, creativity, leadership ability as an
entrepreneur, and individual psychological
characteristics of the entrepreneur as
management skills, independence in the
selection and decision-making ability to
respond to changes in the economic and social
situation (Helfat, 2003).

Summing up all these definitions and
properties in the category of concepts and
tools for project management, we should note
that the entrepreneurial potential determines
the technological maturity and organizational
competence in the management of projects,
programs and portfolios of projects (ICB
OCB®, 2014).

2. RESEARCH PROBLEM

In the practice of project management, the
term "entrepreneurial potential" is used often
instead of "entrepreneurial energy", which, in
fact, reduces the meaning and application of
the latter.

The potential is an indicator that characterizes
the reserve of energy (including business
energy).

In this article, we will use the generalized
definition of energy. Energy (or work) is a
mathematical expression which is numerically
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equal to the power of the object (work)
multiplied by the time of the process. Thus,
we will consider the power as a quantitative
measure of the inertia of the object, based on
the work produced and consumed resources
per one unit of time.

As the power associated with the cost of
enterprise resources in the process of project
implementation, the entrepreneurial energy is
different from the entrepreneurial potential
which characterizes only reserve of those
resources. Entrepreneurial energy is generated
and reproduced through internal and external
sources. Set of entrepreneurial energy sources
can be mathematically modeled by means of a
set equipped with additional mathematical
structures (metrics, topology, etc.). This is the
most common approach.

System model of development projects in a
general approach to the use of business energy
will include absolutely heterogeneous concept
reflecting energy sources, its transmitters
(amplifiers, transformers, etc.) and users
(projects and programs).

The item of the restudies is formulated as a
project management for development of
organizations through the development and
reproduction of entrepreneurial energy of the
parties concerned under operational and
project activities of the organization in order
to build effective mechanisms for the
development of the organization.

3. CLASSIFICATION OF
ENTREPRENEURIAL ENERGY

To study the mutual influence of
entrepreneurial energy and project for
development of organizations, a system of
indicators of its condition and sources of
forming the initial energy and renewable
energy development should be identified.

To date, no method for assessing
entrepreneurial energy for development
programs exist. Evaluation of energy for
development should be based on a
hierarchical system of indicators(or a system
close to it).The starting point for such a
system of indicators should be a system of

common values which will form the mobile
context for development of organizations
(Bushuyev, 2014).

Let's consider the classification of
entrepreneurial energy in the context of
modern concepts of development of
organizations (Azarov, 2011). In its structure,
entrepreneurial energy is multidimensional.
The main factors that shape the classification
system are: types of entrepreneurial energy,
sources and types of energy carriers, catalysts
and inhibitors of the application of
entrepreneurial  energy in  development
projects, as well as indicators of the impact of
the environment (Jaroshenko, 2010). As for
the types of entrepreneurial energy, it can be
identified: the primary entrepreneurial energy
(potential) and the reproducible
entrepreneurial energy. The renewable energy
is usually formed in the course of the project.

When classified by energy Resources, the
three groups maybe distinguished: financial
and other resources that are invested in the

program, knowledge and creative
technologies  used as  catalysts  of
entrepreneurial energy management

leadership and motivation parties concerned.

As for the Sources of entrepreneurial energy,

it is possible to define the following
classification features: external, internal,
resource, technological, behavioral

(motivational). Thus, resort, technological and
behavioral characteristics may refer both to
internal and external sources.

In the direction of the classification of
Financing, the following features can be
distinguished: external investment financial
resources, domestic financial resources and
other resources.

In the direction of Knowledge and Creative
Technologies, we can define the following
attributes-external and internal intellectual
property (patents, trademarks, etc.), open
innovation technology and know-how.

In the direction of Leadership and Motivation,
we define the following features: management
leadership, motivation of the parties
concerned.
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4. COMPETENCE-BASED APPROACH
DRIVING DEVELOPMENT PROJECTS
BY ENTREPRENEURIAL ENERGY

Now, the terms "the energy of change" or "the
energy of reformation" are often used in
practice. In this case, the analogy with the
motion in mechanical systems is used
intuitively. Thus, energy is defined as a scalar
physical quantity, as a general quantitative
measure of movement and interaction of all
forms of matter. Under the term "the
entrepreneurial energy", we will understand
the visible and invisible activity of the actions
of the project and other key concerned parties
with  using key resources, including
knowledge, technology, and creative
leadership, which provide progress of the
project.

The presence of polar views on the existence
and impact of entrepreneurial energy to the
successful implementation of development
programs were due to differences in the
understanding of what the entrepreneurial
energy means in the management of projects
and programs.

Outside and external sources of
entrepreneurial energy, leadership, intuition,
rational thinking, appropriate emotions, needs,
moods, associations and others may be
included here. This set of characteristics can
be modeled mathematically by means of a
multitude endowed with additional
mathematical structures (metrics, topology,
etc.). Let's apply the hypothesis of the unity of
entrepreneurial ~ energy  for  sustainable
balanced development of the organization
based on the chosen strategy. However, under
such general approach, the concept of the
energy business will include completely
different elements, such as energy sources,
energy transmitters, amplifiers or transformers
of energy.

In the development, the internal and external
context of the organization plays an important
role. By context, we will understand the
behavior of the environment and system of
contextual competences of the project team
(IPMA OCB®, 2014), which links the
activities of project management and

operational activities of the organization. The
operating activity of the organization is its
activity aimed to produce products or
services. In the development of contextual
competences in  project and program
management, mobile context is formed, which
is fueling the development of projects and
operations of the organization. The theme of
this research is formulated as a definition of
the relationship of entrepreneurial energy,
mental space and mobile context of operating
and project activities of the organization for
establishing effective mechanisms for the
development of organizational competence
and competitiveness.

The  entrepreneurial energy in  the
management of projects and programs is often
by enhanced by catalysts and hampered by

inhibitors. Catalysts and inhibitors of
entrepreneurial energy have their own
structure. Elements of the structure of

catalysts are: the presence of the special
function commercialization of key decisions,
the system of incentives for innovators based
on the distribution of values obtained in the
course of project implementation, metrics for
values evaluation and integrated information
for decision-making. Inhibitors of
development projects inhibit the formation
and restoration of entrepreneurial energy and
have their certain structure. Examples of
inhibitors may be "the belief that innovation
will be implemented by itself", "the creation
of development policy, forms the barriers to
innovation", "sending all the problems to
innovators" and others.

Structure of catalysts and inhibitors are
complementary elements of the evaluation
model for entrepreneurial energy of an
organization in a particular situation.

Exploring a new class of energy, such as
"entrepreneurial energy" in organizational
systems, as a rule, the studies are concentrated
on the psychology of the parties concerned
and technical aspects of the implementation of
development  projects, the investment
component, the economy of production and
development projects.
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Creating  entrepreneurial  capacity, the
formation and reproduction of entrepreneurial
energy are based on the incremental
implementation of development projects and
programs.

The hypothesis in this model is used under
conditions where the entrepreneurial potential
of the project will be formed on the pre-
investment phase of the project, during the
formation of the project team and key
concerned parties.

To assess the entrepreneurial capacity of the
organization in the field of project
management, programs and project portfolios
(PP&P), let us consider a model of
organizational competence IPMA OCB®. The
basic principles of construction of this model
are: completeness of description of the
competencies for management of PP&P, their
integrity and consistency, independence from
the assessment system of organizational
competence.

The key concept of the model is the
organization's focus on the next development
spiral: Competence>Efficiency of
Activity>Competitiveness. Thus, the
organizational competences divided into five
classes IPMA Delta®.

Based on the previously mentioned principles,
IPMA OCB®, Model of Organizational
Competence, systematically displays all
aspects of the organization’s project activity,
determines the necessary connections within
the administration and management of
projects, programs and project portfolios,
takes into account the internal and external
context. Thus, the model represents the
process of converting of the mission, vision
and strategy into results of projects and
programs. The general scheme of the
conceptual model, which was developed by
the authors for the development of IPMA
Delta®.

Organizational competence in the
management of projects, programs and
portfolios (PP&R) is determined within 5
expert areas: Administration of PP&R,
Management of PP&R, Human Resources,

Material Resources and Integration Processes,
Structure of Culture.

Let the organizational competence will be
determined by the five areas:

K=<kI1 k2 k3 k4 k5>.

Each are a contains a number of elements
(Fig.1).

For example, the area of ‘Administration of
PP&P’:

k1={Gl11,G12,G13,G14}.

Thus, the estimation model of the area is
formed by the R1 ratio and all of its elements.
This relationship forms the convolution rule
for evaluations of each competence element in
the area. All the elements of organizational
competence displayed in the context of the
three axes (A): Strategic (S),Tactical (T) and
Operating (O):

A=<S,T,O>.

The generated three-dimensional space
determines the trajectories for development of
organizational =~ competencies. = Complete
description of all elements of the
organizational competences model is given in
IPMA OCB" Standard.

In assessing of entrepreneurial potential
(potential entrepreneurial energy) for a
development project or program, the basic
sources of G-organizational competence in the
management of PP&P, investments,
resources, applied creative technologies and
leadership of key concerned parties should be
taken into account. Each of them is
determined by specific gravity (V) and the
impact on the success (Sg). The parameter of
influence on the success of development
projects and programs is an integrated index,
which is to be determined in expert way.

The level of the potential (initial)
entrepreneurial energy is defined as:

G

E = Z Vie S
k=0
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where i = 1.4.

Reproducible level of the reproducible
entrepreneurial energy is determined basing
on the following relationship:

&
L ZZ Ve See
k=D

where r= 1.4.

Specific gravity and impact on the success of
development projects, their catalysts and
inhibitors are based on expert assessments,
and processed on the basis of qualimetry; they
give the total normalized result of
entrepreneurial energy at each phase of the
project.

It follows from the applied analogy and from
the definition of the potential and kinetic
(reproducible) entrepreneurial energy that
their level must be greater than one within all
phases and steps.

Given catalysts and inhibitors, level of
entrepreneurial energy is defined as:

Ec=E +K, + EX+ E|

where,

E¥ - normalized level of influence of catalysts
to the entrepreneurial energy;

E' - normalized level of influence of inhibitors
to entrepreneurial energy in the
implementation of development projects.

5. CONCLUSION

1. The  proposed classification  of
entrepreneurial energy organization allows
creating basic terminology and models of
successful projects and programs based on
entrepreneurship.

2. The evaluation model of business model on
the basis of the IPMA OCB® Standard allows
assessing both the original and reproducible
entrepreneurial energy of the organization.
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Abstract: Economic development is increasingly focused on intangible assets that further
implicate growing needs of knowledge acquisition and sharing and the growing importance of
knowledge based service. On the other hand, changes in management perspectives and
implementing of the strategy through projects consider projects as business ventures that add
value. This paperpresents literature review on knowledge management inproject
environmentwith specific focus on knowledge sharing process, relying on knowledge
acquisition and creation of new knowledge. Paper also presents the results of empirical research
conducted in Serbia, which showed that knowledge between projects is shared mostly using

informal communication, meetings, expert’s re-engagement.
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1. INTRODUCTION

Economic development is increasingly
focused on intangible assets that further
implicate growing needs of knowledge
acquisition and sharing and the growing
importance of knowledge based service. On
the other hand, changes in management
perspectives and implementing of the strategy
through projects consider projects as business
ventures that add value. Projects are
characterized by a discontinuity in the work
processes, uniformity of coverage, lower level
working routines, short-term orientation and
interdisciplinary in terms of internal and
external experts. For this reason, the
knowledge management in the project
environment is very important. This paper
discusses knowledge management in project
environment with  specific focus on
knowledge creation and sharing process.
There is an awareness of the fact that
knowledge sharing between projects can
create the significant base of organizational
knowledge for future endeavors, and add
value to future project and the performing
organization. This papers analysis literature

on knowledge management in project
environment, with specific focus on
knowledge sharing process, relying on

knowledge acquisition and creation of new
knowledge.The existence and development of

the knowledge base in the organization has a
significant effect on the strategic development
of an organization.

2. THE NEED FOR EXPERTISE IN
PROJECT-ORIENTED
ORGANIZATIONS

Knowledge can be defined as a set of skills,
experiences, information and the ability of
individuals to apply it to solve problems.
According to Gasik (2011) knowledge can be
analyzed on two levels, or as micro-and
macro-skills knowledge.

Micro-knowledge is part of the knowledge
required to perform a single task (the method
of determining certain types of software bugs,
the name of persons who can perform some
tasks are classic examples of such
knowledge).

Macro-knowledge is knowledge of one
person. An example of the formation of macro
knowledge is the training of a team member in
order to acquire knowledge for participation
in the project. The formation of the project
team, as a group of individuals with
appropriate expertise for the execution of
projects, is also an example of the process of
project management knowledge at the project
level. Implementation of the system of project
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knowledge in the organization has a total
impact on organizational knowledge. The
development of global knowledge on project
management is an example of the process by
which this knowledge is made available to
people worldwide. So, there are four
categories of project knowledge (Gasik,
2011):
¢ individual macro-knowledge (knowledge
possessed by one member of the team)
e macro-knowledge of the project team
(who possesses knowledge of the project

team)

. macro-organizational knowledge
(knowledge that an organization owns),
and

* global macro-knowledge (knowledge that
possesses the world community of
project managers).

Project knowledge is based on generally
accepted knowledge in this field, certain
publications, guidelines, based attitudes (body
of knowledge). In addition, the organization
itself provides the necessary knowledge for

the realization of projects, giving the
specification in terms of providing the
necessary knowledge and using that

knowledge. In this way, the knowledge of the
organizational level transmitted at the project
level. Specific knowledge for individual tasks
or solving problems could shift from the
individual project level. In the opposite
direction, individual skills are transferred to
the project level in order to use them at the
project level. Furthermore, knowledge from
the project level is transferred to the
organizational level that could be used for
future projects. Knowledge can then be
transferred to the global level, if discover new
problems, solutions and examples which
contribute to general knowledge in the field of
project management. In the next picture we
can see a vertical flow of project knowledge.

Each project has different plans, results,
problems and the level of performance it
provides plenty of opportunities for learning.
By integrating and sharing of such
experiences  between  projects  created
significant organizational knowledge base of
information to be used for future projects.
According to Kotnour and Landaeta (2002)
there are six key types of knowledge in
project-oriented organization:

» Knowledge about customer’s/
investor’s needs: knowledge of what
creates the need for the project. This
knowledge is used to facilitate the
definition of the targets/specifications
of products or services, including

operating environment, current
methods used, expected performances
etc.

» Knowledge about technology:
knowledge about potential

technological solutions to improve
project performances and be focused
project needs.

» Knowledge about internal strengths
and weaknesses: the knowledge of the
current-used  technology in the
organization and existing processes,
tools and competenciesto meet the
project needs. It may be that the
technology exist, but the project
manager must be familiar with the
existing knowledge of people who use
it. The organization aims to link
specific skills and enable their usage
in certain processes.

» Knowledge of external features:
knowledge of external
organizations/individuals who may

have knowledge, skills and techniques
that are essential for the project. This
knowledge can help to overcome
internal shortcomings.

» Knowledge about potential partners:
knowledge about potential partners
and their needs. Partners may have a
similar operational environment and
specific needs in relation to the
project. Partnership should be seen as
a benefit or opportunity of increasing
market opportunities of the project or
reduce costs.

» Knowledge about stakeholders:
knowledge of project stakeholders
and their needs. Project organization
needs to understand the needs of the
stakeholders and to establish a
relation strategy for themthem.

3. WHY DO WE NEED KNOWLEDGE
MANAGEMENT IN PROJECT
ENVIRONMENT?

Knowledge management in project-oriented
organizations is a very complicated task, due
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to the fact that the project teams are made up
of people with different skills and to a certain
period, often including people who have never
worked together before. After compleation of
the project, the team is reformed and people
return to their organizational unites. This
indicates that if the organization does not have
a knowledge management system, knowledge
gained during the project implementation is
mainly lost.Although the project-oriented
organizations are considered suitable for
providing products adapted to the specific
requirements, researchesfocused on
knowledge creation in these organizations
indicate the problem spotting new knowledge
and knowledge sharing between projects
(DeFilippi, 2001). Some authors point out the
contradiction appearing in the organization
that wants to achieve short-term project goals
and long term goals of organizational learning
(Bresnen, 2004). Ekstedt et al. (1999) note
that a permanent organization, with long-term
perspective, generally have mechanisms for
learning, but the problem with out a project of
intense  organizational structure (ie. a
temporary organization) is that they are:
» organizations oriented to the task and
are not focused on learning and what
» individuals become capable and
experienced, but often there is no
mechanism or incentive to learn
within theorganization.

However, learning through projects is one of
the best ways in which project-oriented
organization interacts with its environment
and changes in accordance with it. This means
that knowledge of more or less successful
projects is a vital part of the long-term
competitiveness of the business (Schlichter,
2001; Williams et al., 2005). Knowledge
management is recognized as a wide-spread
mechanism to provide the right information to
make decisions.

According to different authors (Cooper et al.,
2002; Disterer, 2002; Gasik, 2011; Reich et
al., 2012; Todorovic et al., 2015) procedures
for the acquisition of knowledge and
dissemination of lessons learned should be
organized. In order to learn project-oriented
organization have to create, share and apply
knowledge. Members of the organization
create new knowledge based on experience,
using the existing procedures and methods for

solving problems in order to achieve positive
results and avoid the negative results. Many
organizations implement a process of
knowledge management in order to: improve
processes, achieve financial savings, generate
more revenue, increase customer satisfaction,
increase the competitiveness of (Ayman al.,
2010). Research results presented in Hanisch
and al. (2009) show the great potential of
project management knowledge, which is
reflected in savings in costs (3-5%).

One of the most recent papers in the field of
knowledge management between projects
confirms the hypothesis that an appropriate
environment, including social and
technological aspects, enable knowledge
management process and has a significantly
positive impact on documenting of project
knowledge (Reich et al., 2012).The learning
process can not exist in isolation from other
processes, and organizational learning is
impossible unless it is seen as a supplement to
other processes. Sense (2007) highlights the
following five factors that influence the
creation of a learning environment: cognitive
style, the relationship between the participants
in the learning process, the hierarchical scale,

knowledge management and situational
context.

31. IMPACT OF KNOWLEDGE
MANAGEMENT ON THE

PERFORMANCE OF PROJECTS

Kang (2007) and Kotnour (2000) tested the
hypothesis that the performance of the project
in conjunction with strong elements of
knowledge. PremaKotnour (2000) increased
knowledge enables project team to repeat old
mistakes, and to waste time in finding
solutions to some problems that have already
occurred. Learning within the project
contributes knowledge transfer between
projects, but only if there are -existing
routines, databases, information and
knowledge in a form that allows knowledge to
be transferred to other projects. Pinto (1999)
states that the IT projects have a poor database
of performancesand continues with a
reference to the need to start with a new
project with lessons learned from preveous
project. An appropriate knowledge is the basic
prerequisite for effective project management.
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A continuous learning and improvement
present the highest maturity level of project
management in the organization (Kerzner,
2000). The ssame author emphasizes that
without the summarized lessons learned, the
company can quickly move to the lower level
of maturity in project management. Most
knowledge management strategiesare usually
focused on how to better utilize the
knowledge that already exists within the

organization, and then to create new
knowledge. The ability of organizational
learning reflects corporate intelligence

quotient (Weiejmars, 2001). From the above
one can see a clear need to gather information
about the achieved performance of the project
in order to form a knowledge base that would
improve the process of managing future
projects and ensure better project results in the
future.

32. KNOWLEDGE INTEGRATION IN
PROJECT ENVIRONMENT

The integration of knowledge collected from
various projects has its economic value,
because the organizational competitiveness is
affected by diversity and strategic value of
specialized knowledge and also the
organization's ability to integrate knowledge
effectively. An organization's ability to
integrate knowledge depends on the mode of
communication and working procedures
(routines) and the way in which implicit
knowledge into explicit codified rules. On the
efficiency of the process of integration of
knowledge affects the existence and
developed knowledge among the participants,
coordination and organizational structure
(Papke-Sields, Beise, & Quan, 2010). The
greater scope of knowledge that should be
integrated, the lower is the efficiency of
knowledge integration. The greater the
volume of knowledge requires better
coordination, and organizations that do not
have a lot of experience in this process
becoming less efficient in this process. On the
other hand, a larger scope of knowledge
strengthens the competitiveness of
organizations and reduces the chance for
copying from other organization. Flexibility
of the process of integration of knowledge
depends on the organization's ability to
reconfigure existing knowledge by promoting
innovation (Love et al., 2005).Integrating

knowledge present the set of activities of team
members that share individual knowledge and
combine them to create new knowledge
(Okhuysen & Eisenhardt, 2002). The core
activities of any project-oriented organization
is a coordination which is achieved through
the active participation of individual
specialists and managers. Such coordination
can not be achieved without access to an
adequate knowledge.

In many project there are multifunctional
teamsreither ~ than  functional teams.
Multifunctional teams are formed under the
assumption that they will combine specialized
knowledge in different organizational units.
However the way in which knowledge will be
integrated remains often poorly explained.
Multifunctional teams are typical for the
following three situations: when the focus is
on creativity and innovation, when you need
to reach a consensus through community
input, negotiation, or investigation and when
it is necessary to manage strategic
change.Prencipe(2001)  based on  the
collection of data through interviews and
questionnaires with projects from six
organizations developed a schematic view of
learning as an attempt to create a pattern for
learning process between projects. First, the
organization is divided into three kategories:
social projects where prevailing social
processes and work with people; technical
projects with clearly articulated processes and
ICT projects. For each of the three project’s
categories the author developed a matrix that
shows the mechanism for the accumulation of
experience, knowledge articulation and
codification of knowledge.

» A social approach emphasis the
creation and sharing of tacit
knowledge, based on experience

through joint work on the project.
Contacts face to face and via social
media have great significance.
Learning between projects has more
informal character and involves
sedimentation of new practices in the
form of routine.

» A technical  approach  attach
importance to the articulation process
at all levels. Meetings are often
organized in order to improve
communication and  knowledge
transfer.
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» For ICT projects efforts are focused
on the codification and storage of
knowledge developed during the
execution of the project and its
documentation in order to be used on
other projects. These processes are
aimed at creating and renewing
formal procedures.

4. KNOWLEDGE CREATION IN
PROJECT ENVIRONMENT

The ways of acquiring of organizational
knowledge include: the usage of knowledge
that already exists in the organization or
gathering knowledge that exists outside the
organization, instructions or direct
transmission of knowledge from the people
who own it, observation and notification of
problem solving, brainstorming, protocol
analysis e.g. experts are required to express
their thoughts in solving problems aloud,
nominal group technique, Delphi technique,
etc. To acquire knowledge in project
environment following steps need to be
implemented: the usage of certain assets in
order to collect information from people
involved in the project; interpretation of
information and draw conclusions based on
the of experts knowledge and their judgment;
the usage of those interpretations to form
policies that represent the thinking of people
who have experience of working on projects.

The process of sharing knowledge should
enable not just a simple transfer of acquired
information but transfer of knowledge to new
users in their context and then move into
knowledge. The process, which involves the
adoption of new information and linking them
with existing knowledge and experience, is a
learning process. Learning and knowledge are
separate but related processes in terms of
learning to create knowledge, and expertise to
influence the future of learning (Lyles &
Easterby-Smith, 2003).The knowledge gained
is not always completely and without any
changes useful to the project. It can be either
to extensive or too specific. In other words, it
is necessary to adapt the requirements of a
particular project. The process that enables
this is the process of knowledge creation,
based on existing knowledge gathered within
and outside the organization, adapting it to the
needs of the project.

Knowledge creation can be accessed through
a variety of ways such as training, hiring
external resources, recruiting people of
different profiles in order to create fresh
knowledge base. This is a question of
innovation - effectively turning ideas into
action. The challenge is not to lose creative
ideas and allow them to flow wherever they
can be used. Most often the difference
between the old and new knowledge is not
always clear. Innovation can often be drawn
from the lessons of the past. The application
of old knowledge almost always involves
some adaptation and in the process creates
new knowledge. In the end, the quality of
knowledge does not depend on the fact
whether it is old or new, but whether it is
relevant.

5. KNOWLEDGE SHARING IN
PROJECT ENVIRONMENT -
EMPIRICAL RESEARCH

The knowledge sharing can be seen as a
process of reconstruction of knowledge, not as
a simple act of sending and receiving of
organizational knowledge (Abou-Zeid, 2005).
In other words, when we talk about the
knowledge transfer, but without the creation
of new knowledge without an existing
organization, then we can talk just about
information transfer (Boder, 2006).

Project managers today are faced with many
challenges of project management specially
with the need for fast decision making in
selection of an appropriate project and how to
make the best use of existing knowledge and
information from previous projects in order to
avoid waste of resources and achieve better
results for further projects. The purpose of this
research was to discover wherther team
members use a systematic approach to acquire
and share knowledge between project. The
authors created on line questionnaire that was
distributed to more than 500 adresses. More
than 100 questionnaires were collected from
participants on project from different
industries (construction, processing industry,
metal industry, wood industry, trade, public
sector, healthcare, architecture, design, etc.)

The questions were oriented on how they treat
the problems, risk and changes on their
project/is there any documented file on those
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issuess; do they always create a final report on
competed project or this action is not a
common practice; and what are the most
frequently used mechanism for knowledge
sharing: project files/reports or less formal
communication.

Results showed that respondants use mostly
unformal mechsnisms to share knowledge
between projects. Around 2/3 of respondants
answer that they have meetings to discuss
project risks and problems but that they don’t
have a procedure to document those issues but
only 1/3 of respondents answered that they
document all project problems and risks.
Comparing with the conclusion of other
papers and studies we can conclude that the
evidence of those project issues present a
significant source of project knowledge.
According to those results, the practice of
acquiring knowledge by evidenting project
issues is not particulary present.

Analysing the questions that aim to
investigate the level of regulation of project
management processes, we can conclude that
project planing, monitoring, control and
reporting are regulated in a very high level.
Still project initiation and selection are in the
most of partially or even not regulated. The
respondents were offered the scale of 1 to 5 to
assess the degree of the regulation of
individual sub-processes of  project
management process, the average score for
the processess planning, monitoring, control
and reporting was ranged between 3 and 4 (on
scale from 1 to 5), while the processes of
project initiation and selection were assessed
with the lower grades (average grades ranging
from 3 to 3.5). Despite the regulation of
reporting process, the final report on
compliteted project is always performed in
only 34% of cases, and in more than 50%
final report is performed only if management
of the performing organization or project
manager request it. An arising question is do
project managers and their teams actually use
those documented project issues and
reports.From the perception of the
respondent’s knowledge between projects is
shared mostly using informal communication,
meetings, expert’s re-engagement. Only 24%
of them said that they use files/reports from
previous projects to acquire information and
knowledge.

6. CONCLUSION

Based on the above presented facts, we
conclude that knowledge management in a
project environment can have a positive
impact on the performance of the future
project and thus the performance of the
organization that realized their business
through projects. Project knowledge is created
within the framework of learning and learning
from other projects. However, to knowledge
management in the project environment were
effective and efficient, this process should be
integrated with other processes, project
management.

Through literature review it can be concluded
that the key factors of influence on knowledge
sharing process in project environment are:
organizational culture, organizactional
structure, stakeholder support, and the level of
coordination of this process along with other
procesess in project. Literature points on
significance of knowledge sharing between
projects for organizational knowledge.
Literature also shows that there are different
mechanisms to acquire, articulate and codify
knowledge beetwen projects in accordance to
project characteristics. However, in the
practice there is an evidence of knowledge
sharing using mostly informal ways instead of
formal processes. It is not doubtfull that
knowledge can and should be shared using
informal ways and that benefits of tacit
knowledge can be achieved, but the question
is how much informations and knowledge are
passed if there is no formal evidence of
project realization (problems, risks, changes
and other issues, compliation etc.) and the
usage of project history files for future
projects.
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NEW PUBLIC MANAGEMENT AND SELECTION OF PUBLIC SECTOR PROJECTS
Jasmina Debeljak Maljkovi¢

Abstract: This paper explores the application of new public management (NPM) concepts and
doctrines, in particular public accountability, performance measurement, transparency and
openness, in the process of transparent and non-discriminatory selection of budgetary-funded
projects and improvement of management of government grant programs, using the example of
co-financing of projects of public interest in the area of public information — a program
implemented by the Ministry of Culture and Information of the Republic of Serbia. NPM is a
body of doctrinal beliefs, ideas, concepts, practices, and market-type mechanisms aimed at
making government more business-like — improving efficiency, quality services, and making
government be more responsive toward their citizens-clients. The paper proposes a new
systematic approach to selection of public sector projects based on the theoretical research and
empirical analysis of earlier practice of this government sponsored grant program, that will
enable more efficient and effective management of the grant program and implementation of the
awarded contracts, enhance public accountability and ensure adherence to strategic plans and
commitment to the Ministry and priorities set to achieve strategic goals.

Key words: new public management, public sector, selection of projects, public interest, public
information, transparency
1. INTRODUCTION (Osborne, Gaebler, 1992), that will bemore
market and results-orientated and customer
New Public Management (NPM) is a general driven.
theory or administrative philosophy that the

public sector can be improved by the In the last 15-20 years, as the governments

importation of business concepts, techniques,
and values (Pollit&Bouckaert 2001). A
paradigmatic break from the traditional model
of public administration (Hood, 1991)spread
among many countries in the 1980s and
1990s, mostly in the UK, New Zealand,
Scandinavia, and North America.This term
covers a wide range of public sector reforms
aimed at making government more business-
like — improving efficiency, quality services,
and making government be more responsive
toward their citizens-clients. It comprises a
wide range of ideas, concepts, practices,
market-type mechanisms, and a body of
doctrinal beliefs whose components were
formulated by Christopher Hood (1991) in an
article A Public Management for All Seasons.

The original idea of NPM was a shift from the
rigid, wasteful, centralized bureaucracies of
the industrial era to the more flexible,
entrepreneurial, decentralized government

appeared to lose trust, the public management
reforms shifted toward an improvement of
accountability and transparency of the work of
public agencies, performance measurement, e-
government, networks and partnerships in a
bid to offer the public more transparent and
responsive services. Public accountability has,
hence, strengthened as a gate keeper of the
ethical behaviour of public servants and
organizations (Monfardini, 2010).
Performance measurement has also been one
of the main slogans of NPM, as it enables a
government to document its achievement of
the set programs’ and policies’ objectives.

Development and  implementation  of
performance  measurement system and
reporting on performance targets are seen in a
wider context of public accountability of
public sector agencies (Dubnick,
Frederickson, 2011). The reason for the need
to measure performances lies in the
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accountability of public officials that the
budgetary funds are spent in line with
procedures and contracts, that the resources
are efficiently used, as well as that they are
used for intended purpose (Flynn, 2015). The
performance data are used not only for
managerial decisionsbut are reported to
legislatures and the public (Pollitt&Bouchaert,
2001& Newcomer, 2001). Reporting of
program performance reflects the demands of
citizens and their elected officials for more
transparent, entrepreneurial and efficient
government (Osborne&Gaebler, 1992).

This paper explores theapplication of NPM
concepts, in particular public accountability,
performance measurement, transparency and
openness, in the process of transparent and
non-discriminatory selection of budgetary-
funded  projects  andimprovement  of
management of government grant programs,
using the example of co-financing of projects
of public interest in the area of public
information — a program implemented by the
Ministry of Culture and Information ofthe
Republic of Serbia (“the Ministry”). Pursuant
to theLaw on Public Information and Media
of the Republic of Serbia'(“the Law”).the
authority  responsible for the public
information affairs of the Republic of Serbia,
Autonomous Province or a local self-
government unit allocates funds for realizing
public interest in the public information
sectoron the basis of public competitions in
the form of open calls for proposals in
accordance with the principles of non-
discrimination and the rules for state aid
allocation and protection of competition.
However, the first year of the implementation
of the Law (2015) demonstrated challenges in
the management of this government grant
program. Professional media organizations’
critics raised the issues of non-transparency of
procedures and a discriminatory process of
selection and award of public funds,
particularly on the local level, as well as a
lack of analysis of effects of the co-financing
program which would show whether the
budgetary funds have been used in the most
effective way.

! Official Gazette of the Republic of Serbia, no.
83/14

2. RESEARCH OBJECTIVES
METHODOLOGY

AND

The aim of the paper is to explore the
application of NPM concepts and principles in
the improvement of management of a program
of co-financing projects of public interest in
the area of public information based on the
analysis of the earlier practice of this
government sponsored grant program. The
paper proposes a new systematic approachto
an efficient and effective process of
evaluation and selection of projects of public
interest to be funded by budgetary funds
through a new grant program management
framework and standardization of rules and
procedures.

The empirical part of the research refers to the
analysis of co-financing program of projects
of public interest, managed by the Sector for
Information of the Ministry, i.e. the process of
management of calls for project proposals,
including the design of calls and adhering
documentation, managing the evaluation
process, award and implementation of the
grant contracts.

Methodology tools applied are the following:
a) analysis of relevant literature on new public
management, including modalities and good
international practices in management of calls
and implementation of grants, b) analysis of
legal documentation: Law on Public
Information and Media, Rulebook on co-
funding the projects for realization of the
public interest in the field of public
information (“Rulebook”), Ministry’s internal
rulebooks, Budget plan 2015-2017, Call for
Proposals for co-financing media projects of
public interest for 2015 and all adhering
documents — evaluation forms, application and
reporting documents; c¢) consultation and
coaching sessions with the Group for exercise
and enhancement of rights to public
information and media pluralism (“the
Group”), within Sector for Information of the
Ministry, assigned with tasks of managing the
calls for media projects co-financing and
implementation of the grants; d) review of a
sample of 25 projects supported through the
2015 Call for Proposals on co-funding the
projects for realization of the public interest in
the field of public information to check the
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compliance of produced media content with
the contracted projects and Call’s objectives;
d) design of a new framework for the
management of co-financing of media projects
of public interest program.

3. RESEARCH FRAMEWORK

Pursuant to Law on Public Information and
Mediaof the Republic of Serbia and in
accordance with the Law on the Budget of the
Republic of Serbia (passed each year) and the
Law on State Aid Controlz, the authority
responsible for the public information affairs
of the Republic of Serbia, Autonomous
Province or a local self-government unit
allocates funds through public competitions
for co-financing of projects of public interest
in the area of public information. Under the
program activity 0001 (as defined in the
Budget plan 2015-1017) “Support to
realization of public interest in the field of
public information, “the Ministry awards
funds to projects of public interest in the area
of public information through open calls for
proposals which represents de minimis state
aid pursuant to articles 95-97 of Regulation on
Rules for State Aid Granting’.

The overall level of state aid in Serbia from
budgetary resources has increased over the
last several years. In 2014 the total amount of
granted state aid amounted to RSD 106,074
million, i.e. EUR 904.0 million , which is by
21% more in comparison to total state aid
granted in 2012 (RSD 88,009 million or EUR
778.0 million), that is, by 30% more in
comparison with the same parameter for 2013
(RSD 81451 million, ie. EUR 720.0
million).! The Ministry awarded RSD
261,7825 millions in co-financing of media
projects of public interest in 2015, 2.84 times
more compared to 2014 when it was awarded
RSD 92 million in 2014. For such large scale

*Official Gazette of the Republic of Serbia, No.
51/09

3Official Gazette of the Republic of Serbia, no.
13/2010, 100/2011,91/2012,37/2013,97/2013
and 119/14

4 Source: Commission for State Aid Control of RS;
Report on State Aid Granted in the Republic of
Serbia in 2014

> Source: Ministry of Culture and Information

programs, it is  recommendable to
comprehensively assess the effects of this
government intervention and  produce
economic justification for the use of public
funds and continuation of these measures,
which is not the practice of the Ministry.
Analysis of the implementation of this co-
financing program in the previous period
shows that apart from certain improvements in
the administrative management of the
program, prompted by the new Law and
Rulebook, the legacy of earlier and previous
governance practice is palpable, and thus
improvements are needed.Public management
is still generally regardedasa process through
which policies are formulated, resources
allocated, and programs implemented as a
prevailing principle, as defined by Barzelay
(2001), rather than the policy issue of its own.

Application of the concept of results-
orientated management, which includes
planning, implementing and monitoring the
outcomes of the programs by performance
measurement system based on a set of
performance  indicators  reflecting  the
program, policy and government strategic
needs, is still not in use.

The Budget System Law of the Republic of
Serbia®mandates the introduction of program
budgeting across all levels of government as
of 1 January 2015. This budgeting method
provides a comprehensive and integrated
framework for longer-term planning and
prioritizing of public finances, implementing
and monitoring the progress of public
policies, while ensuring efficient, effective
and transparent allocation and use of public
resources in accordance with the selected
public  policies, because it presents
government finances in a way that enables
better measurement and assessment of the
benefits and costs of how government funds
are used.

Co-financing of projects of public interest in
the area of public information program was
reviewed in the framework of the introduction

®Official Gazette of the Republic of Serbia No.
54/2009, 73/2010, 101/2010, 101/2011, 93/2012,
62/2013, 63/2013 - corr 108/2013
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of program budgeting and the novelties that
the public administration reform brings,
including the project management as a
prevailing tool, methodology and concept of
conducivegovernment programs and projects.

The introduction of performance-oriented
budgeting obligated the Ministry(as a budget
beneficiary) to design their activities by
structuring them in programs, program
activities and projects, and developing
performance indicators, which show the
results achieved and measure the extent to
which objectives have been met. However,
based on the budget plan (2015-2017) set
indicators reflect the administrative activities
(number of grants) rather than measuring the
achievement of longer term results of the
program. Inputs and outputs have been
formulated and some intermediary results, but
not the final outcomes.

The program budgeting model focuses on
measuring the performance, which the
Ministryshould use to assess the effectiveness
and efficiency of public spending and
determine the budgetary priorities for mid-
term and long-term planning. With that in
mind, the Ministry should revisit the budget
plan and revise the performance indicators by:
a) defining the problems that are being
addressed by state aid; b) clearly formulating
objectives, scope and nature of the grant
program; c) specifying anticipated results and
mechanisms through which the intervention is
expected to help achieve them, including the
quality of produced media content and the
effects on and the level of satisfaction of the
final beneficiaries (citizens) in light of their
right to be objectively and timely informed.

The Ministry should also measure the
citizens’ trust in the state institutions,
applying the principle of government

accountability to citizens (political and social
accountability).

The organizational culture of public sector
organizations is still focussed on compliance
with rules and procedures. The shift toward
result-orientated program management is vital
that will determine the success of on-going
public sector reforms.

4. EMPIRICAL
FINDINGS

ANALYSIS AND

The empirical part of the analysis was to
review a sample of 25 projects awarded a
grant within the 2015 Call for Proposals on
co-funding the projects of public interest in
the field of public information and assess the
degree of success of the implementation of
projects, i.e. to determine whether the grant
beneficiaries produced the contracted media
outputs as per project proposals, and adhered
to all provisions of the grant contracts. The
review also examined the level of
achievement of anticipated project objectives
and accomplishment of results. The analysis
entailed the review of 25 projects based on
project applications, grant contracts, final
reports and produced media content. The
Ministry launched six calls in 2015, but a
sample of 25 projects was a part of the Call
for Proposals on co-funding the projects for
the realization of the public interest in the
field of public information (the “Call”).

Within the Call, a total of 161 organizations
were awarded a grant for production of a
variety of media outputs as follows: 36 print
media, 27 TV stations, 36 radio stations, 37
production houses, and 25 on-line media.
Fifty-one organizations were Belgrade-based,
while others were across Serbia, thus ensuring
an even geographical distribution. Projects
were contracted for the duration of 6-8
months in amounts ranging from 72,000 RSD
to 4,278,000 RSD. The media production was
very diverse regarding topics and genre:

culture, education, children’sprogram,
informative, documentary, TV short
programs, TV and news features, radio

interviews and films. Up to 15 January 2016,
which was the deadline for submission of
final reports, a total of 92 organizations
submitted their reports. The Ministry
approved six addenda to contracts for the
extension of the duration of projects; while
two projects that were approved for financing
could not receive the funds that were allotted
to them because the implementers’ bank
accounts were frozen in the meantime, due to
unrelated problems they were facing.

Based on the reviewed documentation (a
sample of five organizations for each type of
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media: print, TV, radio, production houses
and on-line) an evident discrepancy between
the quality of project proposals and reports on
implemented project activities had been noted.
Compared to the applications, which were
correctly written, the reports were short,
insufficient and lacking basic details on
project  implementation and  achieved
objectives and results, as well as
dissemination of produced media deliverables.
As the report could not verify that
organizations produced the media content as
contracted, the produced outputs had to be
reviewed to confirm its coherence with the
proposals and contract requirements.

Produced media content was diverse in form,
genre and quality and  sometimes
disproportionate vis-a-vis awarded funds. The
media outputs ranged from shorter TV forms
and 2-3 minute radio shows to half-an-hour
documentaries, from studio programs with
only an anchorman with no statements or field
clips to very complex, investigative
journalism pieces with lots of interviews,
statements, and archives material.

Topics and issues that the grantees were
treating in the media production were relevant
to the overall objectives of the Call and the
Ministry’s program of co-funding media
projects of public interest. Topics that were
most frequently treated were: environment
protection, children’s rights, gender issues,
and protection of cultural heritage; however
other topics were also investigated, such as
political ~party employment in public
administration, the status of asylum seekers in
Serbia, and economic potentials of agriculture
production. It has been noted that a number of
organizations failed to understand and
inadequately justify the relevance of their
projects in terms of promoting public interest
in the sphere of public information, and their
descriptions were sometimes reduced to
coping verbatim the provisions of Article 1 of
the Law on Information and Media.

General remarks are that  grantees
implemented their projects in line with
contracts and produced media outputs

according to their project proposals, but the
quality of their production, the extent of

accomplishment of objectives, impact on the
target groups, as well as dissemination of
media deliverables is uneven. In addition, the
quality of reports, including the presentation
of the media outputs, differed from grantee to
grantee, and in some cases was incomplete.

Further, the short duration of the grant
contracts and limited resources available
affected the implementation of the projects in
the contracted timeframe. The fact that only
59% of grantees submitted final reports on
time indicates the insufficient capacities of
awarded organizations to manage projects,
which could have been addressed in the
project assessment phase through selection
criteria.

A huge number of awarded projects (over 400
in six Calls) implemented in a short period of
time (up to 8 months), an unfocused approach
toward thematic areas, and incoherent quality
of media content, as well as non-
understanding of the importance of media
content serving a public interest in the public
information sphere, were the main features of
the media co-funded program. The Ministry
should modify the approach used in planning
and designing the calls, and focus more on
supporting  investigative journalism and
innovative approaches, prioritize certain
themes thus focusing the program objectives,
and award contracts to highly-professional
and financially-viable organizations.

Other findings of the analysis of the
managementof the calls shows the following:
calls are designed and launched based on the
relevant Law and Rulebook, without annual
grantprogram  plans that would entail
formulation of objectives, thematic priorities,
expected results, scope and complexity of the
program, and lessons learnt from previous
calls, as the Ministry does not conduct
monitoring and evaluation of the effects of the
grant program. Selection and award criteria
are not specific and the decisions on the award
were not detailed and well-substantiated,
which affected impartiality and fairness of the
decision. Decisions on the award of funding
are not sufficiently elaborated, which cast a
shadow on the application of uniformity and
consistency of the evaluation process, and the
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information on the awards (supported
projects) was not fully transparent, as well as
the information on the effects of the program.
The Ministry has to demonstrate that award
decisions are reached in an equitable and
transparent way and that they are cost
effective. It would imply that well-
corroborated and rationale decisions for the
support of projects ensure the application of
evaluation criteria in an equitable manner.

Monitoring and evaluation of the contracted
projects are not done, which results in there
being no control over how project
implementation is regulated, and no
assessment of efficiency and effectiveness of
the media co-funding program, as well as the
quality of produced media content and its
impact, is being done.

Transparency of the selection and award
process and accountability for public funds
spending is of crucial importance for the
preservation of publictrust in the integrity of
decisions and implementation of government
programs and policies. The best way to
achieve this is to maintain full and accurate
records of the whole grant management
process. Unfortunately, there is no electronic
database of earlier awarded contracts that
would allow someone to retrieve the
information and track the implementation of
awarded contracts, and that can later be used
for risk management, and as a source of
information for analysis and evaluation, as
well as reporting.

5. RECOMMENDATIONS

Grants and other types of state funding are
designed to support governments in achieving
strategic objectives congruent with
government policies. When designing such
programs, public sector organizations have an
obligation to deliver program benefits in an
efficient, effective and economical manner to
beneficiaries.In order to comprehensively and
more effectively and efficiently manage the
project co-financing program, it is of upmost
importance to systematize and standardize
rules and procedures, that will ensure spending
of the budgetary funds on support to the media
projects of public interest instead of direct
financing of the media, in a transparent and

non-discriminatory manner that does not lead
to distortions of the competition on the
market. As state aid and other government
subsidies to commercial / profit making
organizations can distort the free functioning
of the market and give financial competitive
advantage to other actors in the market
(Murschetz, 2013), aid allocations should rely
on three  principles (according to
Guillaumont,2000):i) Effectiveness - aid
should be allocated in such a way it can
contribute effectively to the attainment of set
goals; ii) Equity — aid should be allocated in
an equitable manner; and iii) Transparency —
with clearly defined allocation criteria and
understandable rules and procedures on the
award.

In order to archive the above principles, one
of the preconditions is a formulation and
public disclosure of clear, non-discriminatory,
measurable and specific selection and award
criteria. Unlikethe selection process in profit-
making companies, where the selection
criteria are based on assessment for greater
profit, in the public sector, the projects are
selected based on positive effects they may
have on citizens and the public at large. That
is why the selection and award criteria
(evaluation criteria) have to be specific,
measurable, and relevant for the scope and
complexity of the grant program, and their
consistent application will allow applicants
equitable access to budgetary funding.

Standardization and systematization of grant
management rules and procedures and design
of wuniformed documents supports better
efficiency of program management control of
the resulting achievement. This paper
proposes a new framework for government
grant program management consisting of five
phases (figure 1): i) formulation of
government  strategic  objectives and
development of sectorialstrategies and mid-
terms plans; ii) grant program design; iii)
administration of grant program; iv)
evaluation and analysis; and v) reporting. This
structure will enable more efficient and
effective management of the grant program
and implementation of the awarded contracts,
and ensure adherence to strategic plans and
commitment to the Ministry and priorities set
to achieve strategic goals.
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Figure 1: Government grant program management framework proposal

Based on the above analysis, the Ministry
should redesign the performancemeasurement
system, restructureplanning and design of the
calls, improvetransparency of selection and
award process, standardize procedures and
upgrade the call’s documents. Further, it
should introduce monitoring of grants and
evaluation of effects of the program, and
based on analysis and lessons learnedthereof
suggest corrective measures inclusive in the
future design of the program. Given that the
human resources and time limitations are
restrictive  factors when it comes to
management of such a high number of
proposals, that would include monitoring and
evaluation efforts, these services should be
outsourced to independent media
professionals in order to comply with the
principles of objectivity, impartially, integrity
(from the standpoint of planning and
implementation), credibility of findings, and
usability of findings and recommendations for
decision-making and future design of the
program.

Public sector organizations are accountable to
the public through Parliament for the use of
public funds. That is why it is important that
all processes and decisionsregarding the
awarding of budget funds should be well kept
and documented. = The Ministry should

provide evidence that decisions on the award
of budget funds are equitable, transparent and
cost effective. It would mean that decisions on
providing support for projects must be well
corroborated, which would demonstrate the
equitable and consistent application of
evaluation criteria. And finally, reporting on
the program performances is significant for a
demonstration of public sector accountability
(political and social), transparency of their
work, as a catalyst for improvement of the
effectiveness of the government programs and
strengthening citizens’ trust in the quality of
public services.

6. CONCLUSION

The organizational culture of public-sector
organizations is still focused on compliance
with rules and procedures. The shift toward
result-orientated ~ program  management,
promoted by the recent introduction of the
program budgeting model, is vital to
determining the success of on-going public
sector reforms. The development performance
measurement system based on a set of
performance  indicators  reflecting  the
program, policy and government strategic
needs, and its implementation still needs
improvement.
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When designing a grant program for the
award of budget funds, public-sector
organizations have an obligation to deliver
program benefits in an efficient, effective and
economical manner to beneficiaries. In order
to comprehensively and more effectively and
efficiently manage the co-financing project of
public interest in the area of public
information program, and ensure the funds are
allocated in an effective, equitable and
transparent manner, it is of utmost importance
to systematize and standardize rules and
procedures and base award decisions on the
application of specific, measurable and
transparent evaluation criteria, that will ensure
spending of the budgetary funds on support to
the media projects of public interest instead of
direct financing of the media, in a transparent
and non-discriminatory manner that does not
lead to distortions of competition on the
market.
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CLOUD COMPUTING AS A SOURCE OF COMPETITIVE ADVANTAGE
IN THE GLOBAL MARKET

Milos Jovanovi¢, Nina Pokovi¢

Abstract: Adapting a large enterprise to exploit new business opportunities is not an easy job.
Business world has been undergoing tremendous changes over the past few decades and the
impact of information and communication technologies on modern business is absolutely
undeniable. While it is a source of unlimited number of opportunities for progress, it also comes
with some disadvantages. This paper consists of three working hypotheses, discussion, and
review and it is focused on strategic transformation of international business models using cloud
computing, big data, advanced analytics, and other sophisticated data-scientific technologies.
First hypothesis in this paper is that cloud computing is a significant source of competitive
advantage for companies operating in the international business markets. Second hypothesis is
that implementation of cloud technology has certain challenges and requires strategic approach.
Third hypothesis is that advantages of cloud technology and its implementation overcome its
disadvantages. From a global industry standpoint, addressing challenges of transformation,
competitive and innovative digital markets continue to be a delicate matter, which we analysed -
and concluded that future progress on a global scale will be deeply influenced by new practical
and sophisticated IT solutions, alongside with expressed desire to change approaches at all
levels.

Key words: cloud computing, competitiveness, international business,strategic management,

global market, information technology
1. INTRODUCTION

Business world has been undergoing
tremendous changes over the past few decades
and even business models have acknowledged
them (Asnina, 2013). Companies are facing
growing number of challenges operating in an
environment which is no longer oriented
towards profit exclusively, but there is a
growing demand for a sustainable business
(Boons, Montalvo, Quist and Wagner 2013).
In addition to this, globalization and economic
recession are exerting immense and profound
influence over all industries (Kahler, 2013).
The main consequence of all these factors is
that business environment is now extremely
dynamic and complex more than ever.
Modern business environment is characterized
by very fierce competition and almost
constant fluctuations. Globalization brought
numerous changes into the dynamics of the
business environment. The same can be stated
for the fast development of technology. Due

to these factors, it became harder and harder
to stay competitive in the market and
successfully serve target groups.

Organisations today find themselves in an
environment which is highly competitive and
characterized by complex relationships
between business entities. It is a worldwide
trend that employees are crossing national
borders and that services and products are
offered in international markets. On top of the
challenges posed by constant fluctuations,
companies also need to adjust their methods
and corporate cultures, type of contracts and
make legal adjustments according to the
national market they operate in (Fischer et al.,
2005).

More and more organisations are broadly
utilizing outsourcing in order to stay
concentrated on their core competences
(Johnson, 2006). One essential after-effect of
the globalization is more noticeable versatility
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in worldwide capital and work markets. This
makes an opener entryway overall for
businesses due to more potential customers.
Regardless, there is likewise more
competition, as national associations need to
battle with remote associations for customers
as well.

Business environment is changing and
evolving over the time. Since the end of 20th
century, information technology has been
discussed as one of the core resources in
business (Powell and Dent-Micallef, 1997).
Lately, cloud computing has been recognized
as one of the products of technology with an
enormous potential to influence industries,
stakeholders and business processes. It is
often stated that cloud technology represents a
“fundamental change in the way information
technology (IT) services are invented,
developed, deployed, scaled, updated,
maintained and paid for” (Marston, Li,
Bandyopadhyay, Ghalsasi& Zhang, 2011).

Businesses prosper from developing this
segment. Hierarchical structure adapts to these
changes by reorganizing divisions, altering
position prerequisites or including and
evacuating job occupancies. Organisations
have an option to diversify their structure by
adding new divisions in order to enter new
market segments.

Therefore, this paper is going to analyse the
following three hypotheses:

1. Cloud computing is a significant source
of  competitive  advantage  for
companies operating in the
international business markets.

2. Implementation of cloud technology
has certain challenges and requires
strategic approach.

3. Advantages of cloud technology and its

implementation overcome its
disadvantages.
2. CLOUD TECHNOLOGY

2.1 Definition of cloud technology

Term “cloud” is today generally utilized as a
part of request to stretch how effectively
information can be accessed and controlled. It
turned into some sort of an equivalent word
for accessibility, pace and effortlessness of

dealing with information. With a specific end
goal to proceed further dialog about cloud
facilitating, it is important to characterize it
first. National Institute of Standards and
Technology offers the following definition of
cloud computing (Csrc.nist.gov, 2015):

“Cloud computing is a model for enabling
ubiquitous, convenient, on-demand network
access to a shared pool of configurable
computing resources (e.g., networks, servers,
storage, applications, and services) that can be
rapidly provisioned and released with minimal
management effort or service provider
interaction. This cloud model is composed of
five essential characteristics, three service
models, and four deployment models.
”According to NSIT there are five essential
characteristics of cloud computing (Nist.gov,
2015):

1. On-demand self-service (the way that
the required PC administrations can be
utilized without the need to contact the
provider);

2. Broad network access (capabilities that
are available over the network and
accessed through standard mechanisms
that promote use by heterogeneous thin
or thick client platforms);

3. Resource pooling (the provider’s
computing resources are pooled
together to serve multiple consumers
using multiple-tenant model, with
different physical and virtual resources
dynamically assigned and reassigned
according to consumer demand);

4. Rapid elasticity (cloud services that can
be rapidly and elastically provisioned,
in some cases automatically, to quickly
scale out and rapidly released to
quickly scale in. To the consumer, the
capabilities available for provisioning
often appear to be unlimited and can be
purchased in any quantity at any time);

5. Measured service (cloud computing
resource usage can be measured,
controlled, and reported providing
transparency for both the provider and
consumer of the utilized service. Cloud
computing services use a metering
capability which enables controlling
and optimising resource use).
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Over the course of time, the sixth
fundamental  characteristic  has  been
formulated called “Cloud Security Alliance”.
Its essence is often expressed as “the need for
policy-driven  enforcement, segmentation,
isolation, governance, service levels, and
chargeback/billing models for different
consumer constituencies. Consumers might
utilize a public cloud provider’s service
offerings or actually be from the same
organisation, such as different business units
rather than distinct organisational entities, but
would still share infrastructure” (Isaca.org,
2015).

2.2 Forms of cloud technology

Cloud computing appears in three different
forms:

1. Private cloud is a “particular model of

cloud computing that involves a
distinct and secure cloud-based
environment in which only the

specified client can operate. Under the
private cloud model, the cloud (the
pool of resource) is only accessible by
a single organisation providing that
organisation with greater control and
privacy”;

2. Public cloud is a “model, under which
cloud services are provided in a
virtualized environment, constructed
using pooled shared physical resources,
and accessible over a public network
such as the Internet. Public clouds,
however, provide services to multiple
clients using the same shared
infrastructure”;

3. Hybrid cloud is “an integrated cloud
service utilizing both private and public
clouds to perform distinct functions
within  the same  organisation”
(Interoute, 2015).

Normally, each of previously defined forms
has both its pros and cons. There is no one
solution which fits every business problem.
The whole business situation needs to be
assessed in order to determine which of the
available options is the most efficient in
reaching commercial goals.

Public cloud computing has been highly

appraised for the following characteristics:

1. Ultimate scalability (reflected in the
constant  synchronization  between
changes and app activity and this is
considered to be a significant advantage
of this kind of cloud);

2. Cost effectiveness (large data storage is
available at a reasonable price);

3. Utility style costing, reliability (the
payments are made by clients only
when they exploit available options);

4. Flexibility (public clouds offer wide
range of services and they are reliable
as their infrastructure ensures that if
one segment is not working properly,
clients do not experience any
problems); and

5. Location independence (refers to the
fact that there are no restrictions in
terms of location from which the cloud
can be accessed) (Interoute, 2015).

On the other hand, private clouds are
considered to have following advantages:
stronger  security  characteristics, more
efficient energy consumption, greater cost-
saving, higher reliability, greater control and
cloud bursting (Interoute,2015).

2.3 Implementation of cloud technology
strategy

Developing an appropriate strategy is
considered to be the step number one in
adopting cloud technology. Based on
numerous examples from practice, often the
simplest solutions give the best results. While
creating the strategy, one must always be
aware of the business’s unique characteristics
and its target market needs (Orosco, 2013).

A successful cloud strategy can take different
structures, however, the embodiment is that
execution of the new innovation is useful to
the organisation. These advantages can show
up in various structures, yet they have
something in common - they include benefit
for the organisation. This implies that before
usage of a cloud innovation, there ought to be
an arrangement to do that in such a way that it
empowers organisation to decrease its
expenses, while it adds to the businesses

35



M. Jovanovi¢, N. Bokovié

productivity. The adoption of cloud
technology should bring organisation an
expanded adaptability, which is nowadays one
of the fundamental necessities in the business
world.

The initial phase in procedure of picking the
right cloud option is ensuring that
organisation has profound learning of what
the business necessities are and what the
genuine extent of a business is; wrong choice
at the starting point can later incur costs.

Information should be assessed carefully — it
is essential to comprehend what sort of risk an
organisation is attempting; for specific sorts
of information, for example, those which are
secret, cloud hosting is not the most fortunate
arrangement. Likewise, if there are excesses
of bits of information, this alternative needs to
be reconsidered.

Considering every single conceivable cost
such as downtime, upkeep, redesign and
inward assets, empowers one to know the
precise measure of cash which will be spent
on adopting cloud; despite the fact that it is
entirely reasonable, it is still a long way from
immaterial assets.

Cautious assessment of both business and
operational advantages of implementing cloud
facility is another variable which needs
consideration. Expanding point of view and
considering future needs of a business,
conceivable future associations, and all outer
and inner elements which can impact the
course of a business should all be undertaken
at this point.

One of the principle standards of strategic
planning is that before any arranging,
organisation must know its present position in
the industry. For this situation, it implies that
before switching to cloud technology, a
company have to inventory all the currently
used applications. This understanding of IT
part of the organisation may set a strong
premise for its furtherdevelopment.

Once the applications are recorded, a more
engaged way to deal with them ought to be
applied. While knowing the rundown of uses
is definitely important, it is much more vital

what each of these applications accomplishes
for the organisation. The simplest route to that
is to choose which of these applications are
core and which are contextual. Core
applications are characterized as applications
which “create sustainable differentiation in
the target market resulting in premium prices
or increased volume; provide true innovation
and differentiation; seek to dramatically
outperform  all  competitors.”Contextual
applications are applications which: “do not
differentiate the company; seek to meet, but
not exceed, accepted standards.” Once the
applications are recorded and characterized,
the following step is defining their lifecycle
stage. This procedure can also apply to
different resources. With regards to
applications, they have a particular lifecycle
which comprises of the accompanying stages:
packaging, management, deployment,
updates, support, and termination.
(Blogs.technet.com, 2015)

This sort of evaluation results in a reasonable
review of which applications should be
upgraded and which will no longer be
utilized. It is a general rule that those
applications which are in a redesign stage
need to be considered as a contender for the
usage of the cloud processing.

Furthermore, more complex tools need to be
applied in order to conduct technical analysis.
This analysis helps the company to make a
decision what can be transferred to the cloud.
Orosco (2013) listed elements of technical
analysis:

¢ level of customization,

* amount of intellectual property,

* number of integration points,

* network connectivity requirements,

* and security requirements.

Financial examination is the following step.
Same as in every business field, benefit is one
of the key components. Usage of cloud
registering has to be more cost-productive
than the case in which organisation runs the
base without anyone else's input. All together
for monetary examination to be fruitful, it is
important to approach the issue from different
angles. Scholastics argue that cloud
registering surely expects to lessen expenses
of IT while diminishing handling time and
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expanding organisation's adaptability (Low,
Chen and Wu, 2011).

With any uncertainty, cloud registering
lessens the expenses of free IT administration
inside the organisation (Low, Chen and Wu,
2011). In any case, cloud figuring may speak
to a critical speculation and in the current
writing the high cost is frequently expressed
as a noteworthy explanation behind putting
off usage of cloud framework. Because of
previously mentioned globalization and
innovation market development, numerous
suppliers of administrations identified with
cloud processing wound up in a position
which resulted in bringing down the costs
keeping in mind the end goal to stay focused
(The Economist, 2015). Therefore, this
circumstance with cloud figuring changed
after the article by Low, Chen and Wu was
distributed. Costs of cloud figuring are
essentially lower and they are as yet falling.

Despite the current situation, a thorough
financial analysis is still required. Orosco
(2013) gave his contribution by listing types
of cost which should be taken into account:
staff, data-centre real estate.cooling, power,
software costs,maintenance and support.

Once when the greater part of the past steps is
finished, two most critical variables must be
assessed - expense of cloud usage and
estimation of cloud execution. Person(s) in
control ought to remember that the utilization
of cloud ought to add to the business'
effectiveness, adaptability and benefit and not
just supplant past type of innovation.

Orosco (2013) calls attention to the fact that is
not an uncommon case that chiefs disregard
the courses in which cloud figuring can
change business. Cloud processing offers
another method for doing the business and it
leaves space for a relevant application to wind
up a centralized one. The significance of this
probability is tremendous - it is a chance for a
business to apply separation methodology.

Based on the previously outlined findings
from the existing literature, one may conclude
that the hypothesis two has been accepted:

Implementation of cloud technology has
certain challenges and requires strategic
approach.

2.4 Benefits of cloud technology

Today, it is no more an inquiry whether cloud
spares time and cash, but how it can change
business forms. Right now, 37% of small-
scale organisations on the American soil
utilize cloud innovation and the expectations
are that this number will ascend to 80% over
the span of the following six years.

Transformational force of cloud innovation
still has not been misused. It appears that,
until further notice, cost decrease and change
of proficiency are in the concentrate, yet
numerous specialists call attention to the fact
that cloud is gradually changing business
associations and its effect will just raise as the
time passes.

Cloud innovation has a diverse span of
applications with regards to business change.
An examination attempted by KPMG
demonstrated that organisations began to use
cloud keeping in mind the end goal to drive
business transformation by:
* Driving cost efficiencies (49%),
* Better enabling mobile workforce
(42%),
* Improving alignment
customers/partners (37%),
* Better leveraging data to provide

with

insight (35%),

* New product development/innovation
(32%),

* Developing new business models
(30%),

* Shifting to a global shared services
model (28%), and

* Faster time to
(Kpmg.com, 2015):

market (28%).

In the same exploration directed by KPMG it
is revealed that cloud innovation expands
workforce versatility, which is observed to be
very valued to both businesses and
employees. The experience from individual
life has been exchanged to a hierarchical
setting. Cloud innovation really empowers
organisations to give their representatives rich
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visual experience from various destinations
and in various focuses in time. The as of now
specified results are higher efficiency (54%)
and larger amounts of fulfilment and
adaptability (48%) (Kpmg.com, 2015).

Versatility of workers is a source of numerous
points of interest. In the adaptable and quick
changing environment, adaptability empowers
organisations to react faster the business
sector  requests. Scholastic  research
demonstrated that adaptability of HR is
associated with a money-related execution of
the organisation, yet it is the aptitude
adaptability which contributes the most to the
cost-productive behaviour of  work
(Bhattacharya, 2005). Research conducted on
corporations and business enterprises shows
that following benefits can be highlighted as
advantages of workforce mobility (KPMG,
2014):

* Increased employee productivity,

* Higher employee satisfaction,

* Improved field service operations,

* Competitive advantage,

¢ Increased sales/revenue,

* Improve/maintain

competitive advantage, and
* Decreased IT costs.

existing

Livelihood of cloud innovation improves
workforce versatility in one other sense -
remote working courses of action (Media
Business, 2015). One of the patterns in the
work business sector is that there is a
developing number of non-customary
contracts. These incorporate adaptable
working time, probability to telecommute,
unique plans for folks or overseers, etc.
(Gov.uk, 2015). This sort of adaptability
permits not just lasting labourers to get to the
vital information at whatever point and
wherever it is fundamental, but it also opens a
door for organisation to utilize individuals
who were not ready to fit into the standard
working plans and subsequently, cloud
empowers organisations to look over a much
more  noteworthy pool of  potential
representatives.

Before cloud innovation, business procedures
were divided and there was deficient
reconciliation between business procedures
and information administration. Once the

cloud innovation got to be an imperative piece
of business environment, it permitted
organisations to change their procedures and
make more incorporated and adaptable
associations. Procedures are better and they
are overseen at thehierarchical level. They are
likewise more open to changes, which
empowers organisations to react faster to the
adjustments (Cognizant, 2014).

Business forms now have a tendency to be
versatile in their temperament and they are
similarly versatile to local and global
environment. Moreover, there is an
adjustment in the centre of associations - state
of mind towards the fundamental guideline of
working. Cloud innovation empowered
association to put change as a centre esteem
and to always chip away at it (Cognizant,
2014).

While advancement has dependably been
exceptionally assessed, cloud innovation
empowered its complete extension and
transformed it into a need and not upper hand.
Another part of cloud innovation which takes
into account a more prominent level of
development is more effective utilization of
uses and base (Cognizant, 2014).

Following contributions of cloud computing
have been recognized:
1. Decrease in costs and amount of time in

terms of  addressing  scalability
requirements.

2. Shorter period of application of
changes.

3. Shorter period of time necessary to
penetrate the market.

4. Decrease in IT infrastructure
investment.

5. Decrease in IT management and
maintenance costs.

6. Smaller risk exposure. (Cognizant,
2014)

Plug-in-players is a term which was coined in
order to define enterprises which plug into
cloud-based service providers. The purpose of
the existence of such companies is to ensure
that small businesses can focus on their core
activities, while the daunting ones can leave
to somebody else to complete (Inc.com,
2015).
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Task-oriented groups are having their offer of
prominence in the course of the most recent
couple of years. These groups are shaped
when it is important to finish a specific errand
or to seek after a venture. Once the regular
objective is accomplished, the group no
longer exists. This sort of work became much
simpler when the cloud innovation got to be
accessible. Presently, colleagues don't need to
be in the same city, nation, or on the same
landmass. They can utilize cloud innovation
to help them accomplish their objective
effectively (Inc.com, 2015).

Errand-arranged groups existed before cloud
innovation, yet they are really satisfying their
motivation just at this point. Due to cloud
innovation, organisations can pick the
absolute best individuals for the venture,
without stressing over confinements, for
example, area and time zone distinction
(Inc.com, 2015).

Experts call attention to the fact that cloud
innovation opened numerous new doors and a
standout amongst the most essential ones in
the way that small organisations can contend
with large companies (Inc.com, 2015). This
pattern is generally present in the
administrations business, yet the possibilities
for further development exist.

At long last, consultants which have different
surges of pay can make utilization of cloud
innovation so as to oversee them. Individuals
maintain a few sources of income in the
meantime, particularly in situations when they
do not have a custom occupation with 9 to 5
working hours. Cloud innovation offers them
a genuinely simple approach to sort out their
work and to ceaselessly track the
advancement (Inc.com, 2015).

2.5 Challenges of implementing cloud
technology strategy

For the largest portion of this paper, cloud
innovation was discussed from the viewpoint
of its preferences. Be that as it may, cloud
innovation cannot be actualized with no
exertion. It has been as of now specified that
cloud innovation can cost a great deal,
contingent upon the extent of business which

is being moved to the cloud. In spite of the
fact that costs have fallen and this pattern
continues, measure of cash essential for
executing a cloud is a long way from being
little. Hence, and with a specific end goal to
guarantee that cloud genuinely adds to the
business' productivity, there are numerous
elements to which consideration ought to be
paid.

Organisations which have effectively moved
to cloud are most likely the best wellspring of
data about the issues from the beginning
period of cloud usage. Research led by
KPMG revealed that business pioneers
observed these three difficulties to be the
hardest one:

* data loss and privacy risks were
highlighted by 53% of the
respondents;

* intellectual property theft is seen as a
great source of trouble by 50% of the
respondents; and

* impact on IT organisation has been
identified as a problem by 49% of the
respondents. (KPMG, 2014)

These challenges are followed by:
* Measuring on ROI
investment) (48%);
* High cost of implementation (48%);

(return  on

* Legal and regulatory compliance
(46%);

* Integration with existing architecture
(46%); and

* Lack of clear picture about the total
cost incurred by ownership (46%).
(KPMG, 2014)

Absence of backing has additionally been
recognized as one of the huge difficulties. At
the point when the technique is not created to
its each and every subtle element, issues of
support may stay uncertain. This may prompt
badly arranged circumstances once the
organisation has officially chosen to change
to cloud innovation (Cloud Tech News,
2015). Keeping in mind the end goal to stay
away from this issue, it is important to settle
on a choice whether an organisation will run
cloud all alone, or it will outsource this
action.
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Already portrayed test can be associated with
nature of administration which organisations
get from cloud suppliers. Frequently, there are
open deliberations that the issues with
elements of cloud framework can cost beyond
all doubt and that in spite of the fact that there
is an arrangement that suppliers make up for
the time lost because of server's wastefulness,
officials express that it is not only the matter
of cash. A percentage of theoverviews led
highlight this as the primary reason (together
with the issue of information security) for
organisations not changing to cloud
innovation (IBM, 2015).

At last, cloud innovation can fail to meet
expectations in situations when organisation
does not pick the suitable answer for its needs
(Cloud Tech News, 2015). This particularly
applies to running the database server. Once
more, the issue lies during the time spent
arranging and surveying organisation's present
and future position in the business sector. So,
to pick the right arrangement, organisation
must be in a position to foresee the interest
and potential subjective and quantitative
change in its needs. Cloud innovation must
increase the value of the organisation's
execution and productivity and it cannot be
accomplished if there is no similarity between
organisation's needs and attributes offered by
the picked cloud. Half and half cloud
framework is one of the proposed
arrangements which lessens the dangers for
the organisation (Cloud Tech News, 2015). Be
that as it may, this ought not be a reason for
lacking key arranging.

The conclusion is that hypothesis three has
been also accepted:

Advantages of cloud technology and its
implementation overcome its disadvantages.

2.6 Business entities and their relation to IT
as a source of competitive advantage

In order to test the hypothesis one, an analysis
of the existing practical examples has been
conducted. At the absolute starting point, IT
was seen as an imperative wellspring of upper
hand for organisations. In any case, over the
time it has demonstrated that data innovation
itself is not favourable position itself,
particularly in light of the fact that it does not

require a considerable measure of investment
to copy it or actualize the same framework.
Some believe that IT is no more leverage, yet
a straightforward need. The individuals who
assert that IT is a need, additionally guarantee
that “IT creates advantage by leveraging or
exploiting  pre-existing, = complementary
human and business resources” (Powell and
Dent-Micallef, 1997). The estimation of
innovation as we probably are aware of it
today was perceived amid the most recent
decade of twentieth century and there is a
shockingly number of articles from that period
covering the part of innovation in making and
maintaining upper hand.

Organisations are immeasurably utilizing IT
as a wellspring of upper hand and Forbes
distributed a rundown of 21 organisations
which are thought to be exceptionally fruitful
in using IT for this reason. These
organisations are: Accenture, Amazon, Apple,
Cleveland Clinic, General Electric, Goldman
Sachs, Google, Hospital Corporation of
America, IBM, Intermountain Healthcare, JP
Morgan Chase, Kaiser Permanente, Mayo
Clinic, Microsoft. Settle, Procter and Gamble,
Progressive Insurance, Schlumberger, Target,
Toyota, and Wells Fargo (Columbus, 2015).
The most esteemed properties of these
organisations are:
* customer-driven IT;
* managing complex
systems and platforms;
* supporting multichannel management;
and
¢ fast innovation. (Columbus, 2015)

€-commerce

As one may easily conclude, all of the
previously mentioned points are relevant for
creating the competitive advantage. Most
noteworthy officials who were incorporated
into the Forbes' review additionally
highlighted the greatest points of the already
mentioned 21 organisations:

* customer-facing IT (15%);

* integrated/standardized/unified IT
organisation and process framework
(13%);

e exceptional use of CRM (11%);

* customer-centred innovation (9%);
and

* product design & offerings (9%).
(Columbus, 2015)
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Q: What particular, IT-related capability
makes that company stand out?

N =200 CEOs and senior business executives
worldwide

What Impressed Business Leaders About
the Admired Companies

Customer-facing IT

15

CRM

13

11

Product design/offerings

Multichannel/omnichannel
Marketing

Cloud

o

Data management & analytics m——— 5
Process & operations management... m—— 4
E-commerce mmmm———— 3

Mobile strategy s

Non-technology related m——————

2

Percentage of respondents

6 8 10 12 14 16

Figure 1: What Impressed Business Leaders about Respected Companies (Columbus, 2015)

2.7 Practical recommendations for
implementing IT strategies

There are some broad recommendations for
utilizing IT:

1. The Opinion of CEO about IT use: The
CEO's vision can affect the way chiefs
consider loads of things within their
association, including IT. If the CEO
understands that IT can be a skilled
forceful weapon, a message is sent to
the entire affiliation that surfacing with
creative IT considerations can provoke
association improvement. Association's
power is crucial in settling on the
choice regarding IT as a wellspring of
upper hand.

2. Use data innovation to fabricate solid
connections between specialists and IT
individuals: With a specific end goal to

make utilization of IT and its
advantages, one must comprehend it.
The most ideal approach to do that is to
collaborate with IT division and to
coordinate its individuals into the
association. This is vital for another
reason - IT division cannot give
organisation  fruitful and  helpful
arrangements on the off chance if they
do not have the comprehension of the
business issue. It is additionally
profoundly prescribed that
administrators and business officials
have foundation in administration data
frameworks.

. Use information innovation to put

business challenges into an alternate
point of view: This basically implies
that a business issue ought to be seen
from a client viewpoint. IT frameworks
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have been utilized for quite a while to
make predominant client experience.
CRM (client relations management) is
one of the samples.

4. Use Information Technology in
Creative Designing: This implies that
an organisation needs to make
frameworks which permit it tackles
issues in an alternate way and not to
rehash the same technique again and
again. Making a framework which is
unique in relation to the ones
contenders have is the thing that makes
upper hand (Ramey, 2012).

2.8. Cloud Technology and Competitive
Advantage in the Market

IBM Centre for Applied Insights together with
Oxford Economics led an exploration keeping
in mind the end goal to decide how
organisations use cloud innovation as a source
of upper hand. As indicated by their
information, 1 out of 5 organisations
perceives cloud processing as a capable
weapon for battling for the position in the
business sector (IBM, 2013).

The sample in this examination comprised of
more than 800 organisations which utilized

cloud. IBM made a taking after order of these

Table 1: Buildin

organisations (IBM, 2013):

a) Pacesetters build their competitive
advantage because of the fact that they
are among the first ones to accept
technological novelties, including cloud
technology.

b) Challengers follow pacesetters, but they
are not so quick in making changes in
their product offerings and responding
to changing market needs.

c) Chasers do not accept cloud technology
to the fullest, but they are in the early
stages of implementing it and they still
do not manage to build any competitive
advantage from it.

IBM found that pacesetters are to a great
degree more effective than two other groups
in the area of business sector responsiveness.
It has been revealed that cloud innovation
gives these organisations a  superior
knowledge of the business sector changes and
that it additionally places them in a position
from which they can react faster to the
business sector requests. This group of
organisations, = which  grasped  cloud
innovation, construct and keep up their upper
hand through vital re-evaluation, settling on
better choices, and more profound
coordinated effort (IBM, 2013).

Competitive Advantage by Using Cloud Technology

Strategic .
reinvention .

Reinvent customer relationships
Innovate products/services rapidly
*  Build new/improved business models

Better .
decisions .

Use analytics to make sense of big data
Share data using various applications
*  Make decisions based on data available

Deeper .
collaboration o

Make it easier to exploit knowledge of experts regardless of their location
Create stronger relationship between development and operations
*  Higher levels of collaboration throughout the organisation

Group of organisations named as pacesetters
even distinguished qualities of cloud
innovation which would be of a huge worth
later on. These qualities are:

* Product/service  building  blocks:
“Easy-to-assemble industry or
business service components they can
use to construct new products or
services”.

* (Even bigger) big data: “Access to —
and management of — vast data stores

they cannot get to at the momemt
(this was actually identified by other
groups of companies as the most
important)”.

* Industry-specific platforms: “Cloud
platforms with applications and
computing environments designed
specifically for their industry”. (IBM,
2013)

An examination attempted by Harvard
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Business Review Analytic Services revealed
that 29% of organisations use cloud figuring
for not exactly a year, 33% for one to two
years, 20% for a few years, 8% three to four
years, 4% four to five years, while just 7%
use it for over 5 years. The early adopters of
cloud innovation assert that it brought them
more noteworthy upper hand and livens
which have been as of now portrayed

(Harvard Business Review Analytics, 2014).

Question 1: Please indicate the extent to
which your company uses any form of cloud
computing.

Question 2: Please indicate the extent to
which your company will be using cloud in
18 months and 3 years.

Current and Projected Use of Cloud Computing
52%
43%
31% 3% H Extensive
25% 8% 27% Moderate
22% B Limited
16%
12% H None
7%
2%
Now 18 months 3-years' time

Figure 2: Current and Projected Use of Cloud Computing

The most esteemed focal points of utilizing
cloud registering are (all together from the
most astounding to the least positioned):
expanded business spryness, adaptable limit,
quicker appropriation of new innovation,
lower settled costs, lower in advance expenses
to create/send IT frameworks, and dependably
on freshest renditions of programming
without IT overhauls (Harvard Business
Review Analytics, 2014).

Table 2: Advantage of the Cloud Technology

Cloud innovation furnishes organisations with
the adaptability required in this present day
business environment. They are in a position
to be more responsive and even proactive. It
additionally permits organisations to test their
thoughts, to perceive how they work, and to
either acknowledge them or decrease them
without losing incredible measures of cash
(Harvard Business Review Analytics, 2014)

Advantage of the Cloud

percentage agreeing

Lets us experiment more easily and at low cost 64%
Enables deeper collaboration with business partners 61%
Frees up IT resources to work on more strategic things 60%
Is a source of competitive advantage for early adopters 57%
Lowers the cost of doing business 55%
Lowers overall IT costs 55%
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It was additionally researched what kind of
cloud innovation has been utilized in
organisations which are utilizing it and, as of
now, private cloud is the most well-known
(37%), trailed by half breed cloud (34%),
while the lowest rate of organisations (29%)
utilizes open cloud (Harvard Business Review
Analytics, 2014).

It is additionally vital to comprehend what is
seen as a hindrance or issue with cloud

registering, keeping in mind the end goal to
recognize what they see as potential dangers
to their upper hand produced by it (Harvard
Business Review Analytics, 2014).
Discoveries of the examination are abridged
in the accompanying diagram.

Question: Please rate the level of concern in
your organisation over these perceived
barriers or risks of cloud computing.

Legal/complience issues

Vendor lock-in

Lack of control

Lack of standards

Lack of skills

Significant Concerns Associated with Cloud Computing

Data security I 60%
Reliability/business continuity I 46%
I 33%

Lack of interoperability with existing IT.. IS 31%
I 29%
I 26%
Lack of transparency NN 21%
I 20%
I 19%

Figure 3: Significant Concerns Associated with Cloud Computing

At long last, the upper hand created by the
cloud innovation is still saved for those
organisations which trust that advantages are
more prominent than dangers connected with
it (Harvard Business Review Analytics,
2014). A portion of the reasons why others are
not utilizing cloud processing are outlined as a
part of the accompanying bar diagram.

The conclusion is that hypothesis three has
been also accepted:

Cloud computing is a significant source of

competitive  advantage  for  companies
operating in the international business
markets.

3.CONCLUSIONS AND
RECOMMENDATIONS

Past sections of this paper demonstrate that
debate about cloud is complex. There are
numerous components which impact an
organisation's capacity to grasp innovations in
the field of technology. Examination of the
genuine illustrations demonstrated that those
organisations which chose to acknowledge
and exploit these innovations, for the most
part, profit by it, despite the fact that a huge
effort must be invested. As this paper was
analysing this problem from a managerial
point of view, it is important to stress again
that cloud computing and its implementation
should be seen as a strategic decision.
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Before making a final call, managers and
those in charge of the company’s development
should carefully consider whether cloud
computing contributes to the company’s
position in the market or not. Cases presented
in previous sections show that multinational
companies which implemented this IT
solution largely benefited from it. Some
authors point out that complexity of a certain
business may represent an obstacle in regards
to cloud computing, but these companies
prove that it does not have to be the case.

The specific thing about cloud computing is
that it changes associations into better fitting
elements with market nowadays. Changes
which are continually occurring call for more
adaptable solutions and adaptability is
precisely what cloud registering offers. Be
that as it may, this adaptability is not granted
just based on the fact that company
implemented cloud computing. With a
specific end goal to begin the procedure of
change, supervisors and officials need to
evaluate organisation's present position and
future interest keeping in mind the end goal to
pick the best arrangement. Cloud processing
comes in various structures and with various
details and no worth can be made for the
organisation if the picked arrangement cannot
be legitimately  incorporated. = Cloud
processing is not only a specialized
advancement, despite the fact that there is
undoubtedly a huge impact on the IT bureau
of every organisation which utilizes it. It
permits organisations to take the best of their
HR, to oversee it in a way which expands
efficiency, while the more agreeable
environment is being made. Besides, cloud
registering makes an open door for
organisations to alter or change their core
values and to put advancement and change in
the core interest. This sort of progress has
impact over the entire association, from its
least to its most abnormal amounts.

When it comes to the formal research
component of this paper, it has been shown
that all three following hypotheses were
confirmed:
1. Cloud computing is a significant
source of competitive advantage for
companies  operating in  the

international business markets.

2. Implementation of cloud technology
has certain challenges and requires
strategic approach.

3. Advantages of cloud technology and
its implementation overcome its
disadvantages.

The case studies and researches of the
companies applying cloud computing lead one
to  developing the most important
recommendation: each company has to adjust
cloud technology strategy to meet its own
needs and industry requirements. While
potentially all companies share same
challenges, there are numerous ways to
overcome each of them. Strategic approach to
the problem should result in developing a
strong source of competitive advantage.
Although the tailored approach to the problem
is more than welcome, it should be taken into
account that the number of companies
implementing cloud technology is constantly
growing so that may not be the most
convenient solution at the moment, but in the
long run certainly has to be implemented. At
some point, which may be very soon, cloud
computing will no longer be a source of
competitive advantage, but it will be an
industry requirement. It takes careful planning
and orientation towards long-term goals to
maximize benefits of cloud computing and
minimize theobstacles. There is a whole new
area of management called cloud management
developing as a response to this very real
business need. Additionally, cloud
management systems are being developed as a
new form of support for cloud computing
systems. As it seems, cloud computing is
getting significant attention and it is becoming
inevitable to think about it in the context of
particular organisations.

Probably the best and most reliable
confirmation of the statement that this
technology provides companies with a basis
for competitive advantage is the fact that
companies believe in it and see their
competitors as greater threats once they
employ cloud computing. As it was pointed
out several times, none of these two is a
competitive advantage itself, but once they are
implemented correctly and handled and used

45



M. Jovanovi¢, N. Bokovié

in the right manner, they provide companies
with opportunity to exploit external and
internal resources and to turn the results of
this process into competitive advantage.
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Abstract: Urban renewals are one of the main tools used in an achievement of economic, social
and ecological urban development. The subject of urban renewals is buildings that are part of
the architectural heritage of cities, historic-cultural monuments (under state protection or not)
and brownfield locations. The research is based on the analysis of urban renewal characteristics,
the influence on wider economic, social and ecological picture of the city, and on the
identification of indicators used for assessment of these type of investments.The emphasis of the
research is on brownfield locations since, from the perspective of investments, brownfields are
interesting due to their nature — they carry a higher amount of risk, they are more complex, they
cover big areas and investments in these renewals, in most cases, are high.With presenting
practical examples, the case studies of urban renewals in Toronto and New York, it is explained
how the public sector can be engaged in the attraction of investments and the significant effects
that urban renewals can have on a social, economic and ecological aspect of the city

development.

Key words: effects, incentives, indicators, investment, urban renewal

1. INTRODUCTION

In the second half of the 20"-century, cities
were changing their appearance because the
industries were shutting down and other social
and economic changes were happening. As a
consequence of the traditional industrial
production shutdown, industrial buildings and
warehouses were abandoned. Development of
modern means of transportation led to a
reduction of railway and waterway transport,
which resulted in the gradual abandonment of
harbors and railway tracks. With the trend of
demilitarization, great number of military
objects remained out of use. These and other
social, economic, demographic and ecological
changes led to urban sprawl and expansion of
the urban areas, while abandoned, often
neglected, objects like these remained in the
downtowns and cores of the city as a disgrace
and, and quite often, as a source of contagion
(Nikoli¢, 2014).

In developed countries, the trend of the
renovation of these locations started to expand
at the end of the 20™ century, and in the
undeveloped countries, it started to spread in

tool for appropriate  protection and
preservation of architectural heritage, its
inclusion in modern trends of city
development. Effects that urban renewal has
on city development are various, from
financial effects that can have investors, the
attraction of tourists and new investments, to
creating a more pleasant living environment
and wellbeing, etc.

The effects that urban renewal has on the
community are usually more significant and
more frequent than the financial effects, so the
public sector makes various compromises in
order to attract private investors to invest in
urban renewal projects. With regards to
diversity of these effects, the assessment of
investments in urban renewal is expressed
through numerous various indicators.

2. DEFINITION AND
URBAN RENEWAL

ANALYSIS OF

Urban renewal is used for projects that have
large proportions, and it applies to clearance
of (construction) waste and to physical
renewal that is related to preservation of

the last few years.Urban renewal is used as a  architectural heritage. It refers to the
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improvement of general state of affairs of the
whole city or part of the city (i.e. on renewal
and modernization), with partial replacements
and contributions to construction fund, and to
accomplishment of favorable conditions,
especially cultural, for the life of the city
community (Roter-Blagojevi¢ & Nikoli¢,
2008). According to the same authors,
activities within urban renewal of historical
areas of the city can be divided into three
types:

a) conservation — series of actions that have
as a goal protection from harmful effects
and maintenance of the satisfactory state
of preservation of complexes or buildings

b) restoration — renovation or restoration of
buildings that in the meantime changed
their original purpose or became
deteriorated but preserved their basic
assembly

¢) reconstruction — freeing up of space,
change of zoning law and new
construction in the neglected parts of the
city where maintenance and renewal of
deteriorated building weren’t predicted.

According to the Law on Planning and
Construction of the Republic of Serbia, urban
renewal is set of planned, architectural and
other measures taken within the scope of
renovation, planning or reconstruction of
built-up part of the city or the urban center
(Law on Planning and Construction, 72/2009).

Buildings and city locations or units that are
subjected to urban renewal projects can be
divided into two groups:

* Historic-cultural monuments with lower
level of state protection and objects that
don’t represent important architectural
and artistic achievements, and as such
they don’t undergo any form of
protection, but they represent important
component of the city’s identity and have
historical importance (great number of
villas in Belgrade, in the style of
neoclassicism, secession...)

* Brownfield locations
industrial, military,
complexes)

(abandoned
depot, railway

Some brownfield locations also can be under
state protection.

2.1. Influences of the urban renewal on the
city development: effects and conflicts

The effects of every investment represent the
result of certain investing, which is given
through the exploitation of the investment.
With the investments in urban renewal, the
actual investing is made in the present, and
series of effects are being collected through a
long period in the future (Jovanovié, 2013).

The most frequent classification of effects of
investment is on economic and non-economic.
The economic effects are the easiest for
measuring and displaying, and they represent
the most common results of the investment
(through production or services). Non-
economic effects are social, ecological,
physical, defensive, etc. and as such much
more complicated to measure (Mihi¢ et al.,
2012).

Due to the specificity of the investments in
urban renewal, the non-economic effects are
equally, or maybe even more significant, than
the economic effects (Jovanovi¢, 2013). For
the assessment of justifiability of the
investment project in urban renewal, it is
necessary to overview all the effects that the
investing brings. The assessment of the
investment project will be thoroughly
explained in the separate chapter, and here the
effects will only be classified. Regarding the
importance of the non-economic effects for
every urban renewal, they will be overviewed
through three separate categories: social,
physical and ecological effects. Summary of
mentioned investment effects is given in
Table 1.

According to the second classification,
investment effects can be direct and indirect
(mediate). Directs effects are those that give
the immediate and perceptible result of the
investment and have an impact on the
investor’s business operations, and indirect
are those that the investment provides to the
society in general (Jovanovi¢, 2013). With the
investments in urban renewal, indirect effects
are very notable and important, because every
urban renewal is oriented towards the
development of the city and the society.
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Table 1:Impacts of urban renewal at different aspects of city development

URBAN RENEWAL IMPACTS

PHYSICAL

ECONOMIC

Physical renewal
Developing city identity
Architectural heritage preservation

Investment attracting

Increase in tax revenue

Attracting tourist

New jobs

Consumption encouraging

Increasing of land and residencies value
Better utilization of soil and infrastructure

SOCIAL

ECOLOGICAL

Demografic changes
Social housing
Public spaces
Cultural facilities

Soil decontamination
Reduced polution
Forming new green spaces in urban centres

With the analysis of mentioned effects, it can
be concluded that some of these effects are in
collision. How is it possible to achieve
economic progress of a location and to
promote its changes and at the same time to
preserve and promote its cultural and historic
values? These and similar opposed desirable
effects are reflection of interests that different
stakeholders have within one project, although
it frequently happens that one stakeholder has
need of different effects. Mostly, private
investors are interested in economic effects,
and public sector in social and cultural.

With  suitable = compromises of  all
stakeholders, it is possible to achieve both
kinds of effects. Urban politics is considered
to be the art of compromises (Gligorijevi¢,
Kurtovi¢-Foli¢, Fulgosi, Kulenovi¢, &
Vasiljevi¢, 2008). In order to accomplish
urban renewal through the compromises, it is
necessary to determine legal and lawful
regulations that would define this kind of
agreements, most of all between public and
private sector. Incentives and compromises
that public sector is making in order to
stimulate private investors to invest in urban
renewal will be thoroughly presented in
following chapters.

2.2, Sustainable development and urban
renewal

Sustainable development is term that was
introduced in the 80’s of the twentieth century
in the Report of World Commission on
Environment and Development, WCED, and

it is defined as “development that meets the
needs of the present without compromising
the ability of future generations to meet their
own needs” (WCED, 1987).

In a very short period sustainable
development has grown to become an
academic discipline that is constantly being
researched, upgraded, changed, and that is the
fact that only confirms its significance. Many
classical sciences and approaches included in
their theories the term of sustainable
development and in that manner, they
contribute to its dynamic growth and
expansion and also contribute to great
multidisciplinarity and complexity that define
this term. A lot of social, legal, ecological,
sociological, economic, politic and other
sciences included this term in their areas of
research and interpreted it and defined it in
their own way, so that is how sustainable
development was also included in urban
theories.

Three basic principles on which sustainable
development is based on are ecological,
sociocultural and economic sustainability.
When taking into consideration that some of
the specific goals of urban renewal are:
promotion of the land value, improvement of
environmental quality, living conditions,
health and life, more optimal use of
construction land and green surfaces,
inclusion of marginal social groups in the
community and similar, the connection
between urban renewal and sustainable
development is quite clear (Couch &
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Dennemann, 2000). It is concluded that urban
renewal can contribute to the concept of
sustainability, especially in ecological and
sociocultural aspect. However, praxis shows
that many goals of urban renewal are
primarily oriented on economic sustainability,
rather than ecological or social.

3. INCENTIVE MEASURES OF PUBLIC
INSTITUTIONS ON URBAN RENEWAL

Incentives of public institutions have financial
or non-financial character. They are necessary
in order to attract the investors to invest in
projects with a higher amount of risk and that
don’t ensure profit, which is practically the
only motivation to private investors when they
involve in this kind of investments.

Ways used by the public sector to stimulate
the private sector is the matter of praxis, laws
or arrangements, and it defers from country to
country. Potential ways of the incenting
private sector to invest in urban renewal can
be (Ionescu-Heroiu, Kessides, Pohl, & Vetme,
2010):

* Reduction of financial costs to
investors: establishment of financial
institutions by public sector that would
give more favorable credits for
investments in urban renewal, giving
credit warranties, investments of public
sector in expenses for recovery of land
and its infrastructure, financing based
on anticipated growth of tax income
(planned future tax incomes are used
for investments in urban renewal,
especially in brownfield locations).

* Money flow improvement: subventions
and donations, revolving credits, tax
reduction, tax exemption or other tax
reliefs.

¢ Improvement of investment climate:
alterations of urban plans or other
planning documents that regulate the
purpose of land, its rise (number of
floors), height, the scale of building
coverage, the scale of land occupation,
etc. This praxis is used to provide
higher incomes to investors from their
investments and to convert the cost-
prohibitive project to profitable. With
these incentives, the balance should be
established between the needs of

public, strategy of city development
and private investors. To investors
interested in urban development, local
government can provide support in
management and advisory  help.
Investments in infrastructure and public
transportation can have different forms
and meaningful influence. Locations
around traffic nodes of public
transportation are becoming more and
more attractive to investors while they
are choosing their future investment.

4. INDICATORS FOR THE
ASSESSMENT OF INVESTMENTS IN
URBAN RENEWAL

With the help of determination and
assessment of the justifiability of realization
of the investment projects, the previous or
final decision is made (depending on whether
it is previous justifiability study or
justifiability study) for the realization of
investment projects. In order to make the
investment assessment, all the effects that
come as a product of realization and
exploitation of the investment must be
determined and overviewed.

As it was previously explained, effects caused
by wurban renewal can be classified in
economic, social, physical and ecological.
Effects represent the level of accomplishment
of investment goals that were set. Therefore
they are used in the assessment of the
investment project validity. They are
measured and quantitatively expressed by
certain indicators, that is, criteria, which allow
assessment if the anticipated effects will
exceed necessary investments — that is
basically efficiency assessment i.e. realization
justifiability of the concerned investment
project (Jovanovic¢, 2013).

Efficiency assessment, i.e. profitability
assessment of the investment project can be
financial and social. Financial, that is,
commercial, assessment includes
measurement of the effects that the investment
projects bring to the investor. Social or
national assessment measures the effects that
the investment project brings to the country in
general. When it comes to urban renewal, use
of both assessment is important.
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For the assessment of projects of national
significance, the cost-benefit analysis (CBA)
method is suggested. According to Sartori et
al. (2014), CBA is “an analytical tool for
judging the economic advantages or
disadvantages of an investment decision by
assessing its costs and benefits in order to
assess the welfare change attributable to it.
Main principle of this method is that all
expenses and benefits that project might bring
to the community are identified and
calculated. When it comes to decision which
project is better to implement, CBA helps to
choose projects with lowest expenses and
greatest benefits. (Mihi¢, Petrovi¢, Vuckovi¢,

Obradovi¢, & Durovi¢, Application, and
importance of cost-benefit analysis to energy
efficiency projects in public buildings: the
case of Serbia, 2012).

In the Table 2. are given criteria (indicators or
indexes) that are used for the assessment of
the investment in urban renewal. Due to a
great number of indicators, for easier
understanding, they are classified based on
different perspectives from which effects of
the urban renewal can be observed. They are
also classified according to the different
phases of the investment process and the
exploitation of the project.

Table 2: Criteria (indicators or indexes) that are used for the assessment of the investment in
urban renewal. (changed (Park, Kim, Han, & Park, 2008)

PERSPECTIVE
FINANCIAL COMMUNITY PROJECT INNOVATIONS SUSTAINABILITY
PERSPECTIVE PROCESSES
NPV, Convergence with Cost and Creativity, Environmental
% B/C ratio, national vision & Schedule (for Innovation of feasibility
s E ROI strategy., conception) concept
o= harmonious
3 & communication
& 8 among stakeholders
b Financial Meet public Cost and Design and Evaluation of
g Management, demand, Schedule (for spatial environmental
= NPV, Improvement of planning and innovation effects
&3 = B/C ratio, public welfare & feasibility)
1= ROI service, Local
E E economy
Z 7 revitalization,
E é Traffic jams
easement
= Financial Reflection of public | Delay of Innovative Environmentally
2] Management, | opinion, Cultural approval & technologies friendly design
E : NPV, institutions supply permission,
S = B/C ratio, Cost,
& ROI Schedule (for
& preparation)
Financial Public discontent, Cost, First-of-a-kind Environmentally
Management, | Employment Schedule, technology, friendly materials
% NPV, promotion, Productivity, New materials and methods
= B/C ratio, Relationship of Rework, and methods,
8 ROI Stakeholder’s, Procurement, Project
ﬁ Requirement Accidents management
= satisfaction, with high
S Conflict between technology
= labor & capital,
2 Quality of work
= performed
= DSCR, Public Discontent Cost and Maintenance Maintenance cost
% ROI, Schedule (for | technology
<Zﬂ B/C ratio maintenance)
E
4
=
=
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4.1 Financial aspect

Financial indicators are calculated for the
needs of financial analysis, which is important
to an investor. They help in making the
financial assessment that shows to investors
what kind of effects they will have on the
investment.

NPV — Net Present Value — dynamic criteria
for assessment of investment that shows the
sum of discounted net effects that are realized
in the period of exploitation of the investment
(Jovanovi¢, 2013).

C/B RATIO - shows how many units brings
each unit of spent assets

DSCR (Debt-Service Coverage Ratio) -
measure of the financial sustainability of the
project, i.e. possibility of repayment of the
financing (interest and principal) that was
decided for the project. It shows the money
income that is available for paying off the
debt obligations towards the bank, funds and
all the parties that approved the loan. (Gatti,
2008)

ROI (Return on Investment) — presents the
relation between the net outcome of project —
benefit (savings in expenses or growth of
income reduced by total project expenses) and
the total project expenses (Gatti, 2008).

4.2 Aspect of community and public sector

Effects that are observed and evaluated from
this aspect are classified in indirect economic
and non-economic. Since urban renewal has
important influences on social and economic
circumstances, on local and as well as on a
national level, for the influence of project on
these segments especially is interested public
sector and local population and community, as
users of renewed areas. Local community is
interested in the influence of urban renewal on
life quality (public transportation, the building
of schools, kindergartens, health centers,
green surfaces, safety, etc.). Above all, it is of
interest to the public sector that every urban
renewal is in compliance with laws and valid
rules and plans. Subsequently, it is of its
interest to stimulate the opening of new
workplaces, building apartments that the

population can afford, attraction of new
investments and tourists, etc. (Utz, 2014)

In order to make the assessment of the urban
renewal it is necessary to identify the
existence of these effects, and quantitatively
show their influence by indicators. If the
assessment is made for a project that is
completely financed by the public sector, and
from which is not expected to have a direct
economic effect, but only effects on the
community are important, these indicators can
be sufficient for the assessment of the
investment justifiability. However, if the
private sector is also participating in
investment, then the assessment of the
financial effects also must be taken into
consideration (these effects are crucial for
private investors while making decisions
about investments).

4.3 Project aspect

For measuring the realization success of each
project the expenses are crucial, compliance
with agreed dynamics of project activities,
that is, compliance with agreed deadlines,
quality of works, so these parameters are
measured in every evaluation of the urban
renewal project (Park, Kim, Han, & Park,
2008). The time, in the whole project process,
is very important, because every delay causes
further delays of following activities, and that
increases the expenses. The quality of work
during the construction should be in
compliance with prescribed quality, and every
mistake and repetition of work require
additional unplanned expenses. Indicators for
assessment of the investment success, from
the project aspect, quantitatively show a
measure of accomplishment of these effects.

4.4 Innovation aspect

In order to have better performances of
buildings, energy savings, recognizability of
the design or contemporary methods in project
management, innovations are often introduced
in urban renewals, as well as in all other
projects.  Also, urban renewal keeps
generating a broader conception of urban
planning that includes social, cultural and
ecological (in order to meet growing public
requirements on the environment and
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sustainable development) dimension (Jessen,
2016).

Use of new technologies and construction
methods, project management, use of
innovative materials, design or renewable
energy sources are some of the project
characteristics that are evaluated and have an
influence on success assessment of the
project. As innovative materials and
technologies are very expensive, it can happen
that the project is justified from this aspect,
but from a financial aspect, it can be
completely cost-prohibitive. These criteria are
not sufficient for making the assessment of
investment justifiability, and they have to be
used in combination with other criteria.
4.5 Sustainable development and
environment protection aspect

In the past few decades, sustainability issues
were main concerns in achieving social and
economic development and environment
protection. Recycling of materials, processing
of waste, use of alternative energy sources,
decreasing emission of harmful gasses and
particles, etc. are just some of many ways that
are used to achieve sustainability. Since the
world is facing energy and environmental
issues on a daily basis, the importance of
energy sustainability is continuously growing.
Improvement in energy efficiency and
increased consumption from renewable
energy sources could improve aspects of
energy sustainability (Mihi¢, Petrovi¢, &
Vuckovi¢, Comparative analysis of global
trends in energy sustainability, 2014).

Assessment of mentioned ecological effects,
in the context of sustainable development, is
very important for the assessment of the entire
investment in urban renewal (Park, Kim, Han,
& Park, 2008).

5. COMPARATIVE ANALYSIS OF
PRACTICAL EXAMPLES
5.1 Distillery District, Toronto

The first case study is the analysis of urban
renewal of distillery in the center of Toronto,
Gooderham and Worts distillery that after the
reconstruction in 2003 was named “The
Distillery District”. On the area of more than

5 hectares, there are over 30 industrial objects
that in the 19" and at the beginning of the
20"™-century ware distillery, spaces for the
bottling of alcohol, packaging production, and
warehouses. In the middle of the 19™ century,
this distillery was the largest one in the world,
with over 2 million produced litters of
whiskey per year. However, when the
prohibition started and other distilleries
developed, the production started decreasing
slowly, and in 1990 distillery officially
stopped working. (Mathews, 2010)

The zone where the distillery is situated is in
the city core which was the center of the
industrial production during the industrial
period. As the post-industrial period led to
moving the production to new suburbia, this
part of the city was becoming more and more
abandoned and squalid. Because the Distillery
district is under state protection (National
Historic Site), public institutions weren’t
allowed to let this complex decay although the
production in it was officially shut down.
During the last decade of the 20™-century city
of Toronto tried to attract different investors
that would finance the renewal of the
protected zone. The change of zoning law and
the purpose of land from industrial to
miscellaneous was done, what allowed the use
of the land for a living, light industry,
entertainment, commercial and business
spaces, etc. Even though, many suggested
project came across the severe resistance of
community and public, which were against
the commercialization of the historical
heritage. (Nikoli¢, 2014)

5.1.1 Public institutions incentives and
Artscape Studio urban renewal effects

In 2001, the company Cityscape Development
bought the distillery complex and had a clear
vision of how they wanted it to be renewed,
suited for the needs of public and the city.
They saw this abandoned industrial zone as a
stage for the development of art and culture,
future center of cultural activities and festivals
in the city. (Artscape, 2002)

Through  cooperation between  private
investors, the city of Toronto, future users of
the space, the first urban renewal in the
distillery complex was carried out, about 4500
m’ of Artscape Studio. Summary of the
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sources of financing, according to Business

Artscape INC. (Artscape, 2002) is given in

plan for Distillery District by Toronto Table 3.

Table 3: Mix of funding and financing Artscape's Distillery District project
Subventions CAD
Department of Canadian Heritage 900 000
Ontario Trillium Foundation 75 000
Cityscape 690 000
In-kind services and fund raising 110 000
Tenant contribution 45 500
Credits
Loan by 401 Richmond Limited 600 000
Bank loan (guaranteed by City of Toronto) 400 000
Total cost: 2 820 500

The Artscape Studio renewal was the trigger
for further activities in the revival of the
Distillery District: the attractiveness of the
location became higher, and the
reconstruction of other buildings was started.
City authorities, cheered up by this successful
renewal, approved higher rise (number of
floors), higher scale of building coverage
(urban parameter that shows the relation
between gross developed building surface of
all the levels of the object and the surface of
the lot) and the scale of land occupation
(urban parameter that shows the relation
between horizontal projection of the built
object and the surface of the lot) that were
necessary to investor in order to make profit
and pay off the investment. These privileges
were given to investor as a favor in return for
benefits that the community gained with the
investment. This “exchange” is regulated by
the law in the document “Section 37”.
(Artscape, 2002) Based on this document the
city of Toronto is entitled to make agreements
with investors and to conduct
accommodations (that are controlled) like
permits for higher rise than the prescribed,
higher level or scale of building coverage, and
in return expects from investors to participate
in social or cultural improvement of the
certain location (by building kindergartens,
schools, green surfaces, cultural institutions
etc.).

Through this program, the city is supporting
urban renewal without jeopardizing the living
needs with the preservation of contents that
are making a living in the city more pleasant.

And that it was how the permit for building
residential towers and additional office space
was provided to the nearby lots that were
spatially and functionally merged to the
Distillery District. With this acquisition of the
nearby land and with the building of new
squares that were sold very soon, the
additional value was given to the land and the
immovable assets in the Distillery District.

Once abandoned industrial complex today is
modern pedestrian zone, with art galleries,
exhibition rooms, theatre scenes, art shops,
cafes and restaurants (to food chains and
cafeterias it is not allowed to open their
objects here), organized public areas, with
residential and business space that enables this
zone to live 24/7 during the whole year. It is
one of the main tourist attraction of the city; it
attracts eminent artists to create or to live in it,
visitors, new tenants. The picture of
abandoned industrial part of the town was
improved, and great number of new public
areas, cultural and social contents were
offered to citizens.
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5.2 Urban Park High Line, New York

New York Park “High Line” is the example of
how local community and engagement of the
public can initiate urban renewal and
development of the city, with respecting the
history and architectural heritage values.
Actually, at the end of the last century, local
citizen association was against the initiative of
the city leaders to tear down the old railway
tracks that weren't in function and in its place
to develop commercial contents in Chelsie —
part of the city that the artist started to
populate and to revive. Authorities back then
saw on brownfield location a surface that they
wanted to build without any respect of
previous development and life in this quarter
that was becoming more and more popular.
Citizen Association of enthusiast "Friends of a
High Line”, owners of immovable assets near
the abandoned railway tracks opposed these
plans, and with the support of public figures
and latter, of the new city authorities, they
gathered funds and realized their idea to
include the abandoned railway tracks in the
modern city development (Ascher & Uffer,
2015). Their idea was, in imitation of Paris
Promenade Plantee, to form unconventional
line park that would enable to New Yorkers
and tourists to travel around the city and to
experience it “from above”, leaving the public
transportation below the level of the park, and

creating like that the new city attraction that
would attract further investments.

5.2.1 Public institutions incentives and
High Line urban renewal effects

The cooperation between the “Friends of a
High Line” and the City management was of
great importance for the realization of this
project. The decision was made regarding the
changing the purpose of land, from industrial
to the miscellaneous purpose, and that made
the possible building of various contents. The
city is as well the biggest financier of the
project, with 123.2 million dollars that it had
invested in the High Line renewal. With the
help of the New York State, Government of
the USA and private donations (credits for the
donation gathering belong to the "Friends of a
High Line"), the total length of 2.5 km of the
park was realized through three phases during
the period from 2006 until 2014.

Maintenance was entrusted to the association
“Friends of a High Line” which from the
beginning of the project realization until 2015,
gathered 300 million dollars in total from
donations of the private sector for the scope of
building and maintenance (Ascher & Uffer,
2015). Summary of the sources of financing
was given in the Table 4., according to data
from NYCEDC web-site (The High Line,
2016).

Table 4: Mix of funding and financing High Line

Subventions Millions USD

City of New York 1232

USA Government 20.3

State of New York 04

Private donations, collected by 434

"Friends of a High Line"

Total cost 187.3
(Phase 1&2: 152.3 mil USD,
Phase 3: 35 mil USD)

The success of this project and caused effects
exceeded everyone's expectations. The
association "Friends of a High Line" made the
estimation that the High Line will attract 400
000 tourists per year and that it will bring to
the city budget 250 million $, through taxes,
during the exploitation period of 20 years.
Based on this estimation they succeeded in
convincing the city to support the project.

However, both estimations failed: this park is
visited by 4 million tourists per year and
planned income from taxes is around 900
million dollars (as the consequence of the
High Line effect on the development of
nearby land). The most significant effect that
was achieved with the creation of this park is,
by all means, financial, in the context of
raising the value of the existing immovable
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assets and construction of the new ones near
the park. After the opening of the second
phase of the reconstruction in 2011, New
York City Department of City Planning came
out with the data that since 2006, 29 new
objects were realized (or their realization
started) from which 2 558 were residential
units, 1000 hotel rooms and 40 000 m’ of
office and gallery space. (Ascher & Uffer,
2015) A new object built near the High Line
are signed by influential architects of today,
and this is how this zone became the greatest
“exhibition” of laureate of the prestigious
Pritzker Prize. Jean Nouvel, Zaha Hadid,
Renzo Piano, Frank Gehry, Norman Foster are
the greatest architectural names whose project
are connected by the High Line. The famous
New York Whitney Museum (The Whitney
Museum of American Art) found its new
home in the High Line.

Exactly this development leads us to the
conclusion that the establishing of the unique
city park was only the catalyst of changes on
the abandoned industrial west coast of
Manhattan. Investment in the urban renewal
of old railway tracks caused halo effect and
attracted many new investments that together
with the reconstruction contributed to the
vertiginous economic growth of this part of
New York. Figure 1. compares average price
of the real estate in the blocks alongside the
park (divided according to the construction
phases in phase one and phase two) and in the
neighboring block, according to Quintana
(Quintana, 2016). Also, it shows the relation
between prices of residential units in existing
and in newly built buildings (that were built as
a part of the development that was caused by
the park establishment).

COMPARISON BETWEEN AVERAGE RESIDENTIAL UNIT
VALUE IN EXISTING AND NEWLY BUILT BUILDINGS

NEIGHBOURING BLOCK e

BLOCKS ALONGSIDE THE N—

PARK 2. PHASE |

BLOCKS ALONGSIDE THE N

PARK 1. PHASE |
$0 $2,000,000  $4,000,000  $6,000,000  $8,000,000
BLOCKS BLOCKS
ALONGSIDE THE = ALONGSIDE THE NEIG];{]?OOC%RING
PARK 1. PHASE PARK 2. PHASE
B 2016 UNDER
CONSTRUCTION $7,122,500 $7,122,500
2016 NEW BUILDINGS $4,419,205 $6,058,587 $1,930,000
H2016 EXISTING BUILDINGS $2,143 287 $1,299,939 $1,002,977
H2016 UNDER CONSTRUCTION ®E2016 NEW BUILDINGS

m2016 EXISTING BUILDINGS

Figure 1: Link between the average residential unit value in existing
and newbuilt buildings in 2016.

Social effects caused by the New York’s new
park are also important. It became the place
where New Yorkers meet, place with open
galleries for permanent and temporary
exhibitions, a place to rest and to hide from

the hectic city life. In imitation of this project,
many similar projects of green oasis were
started throughout the United States of
America and Canada, which is also one of the
important effects caused by this project.
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5.3 Comparative analysis of case studies

Table 5. shows a comparative analysis of case
studies, a summary of actors of public-private
partnerships that were made because of the
urban renewal, goals, and effects of the

Table 5: Comparative analysis of case studies

explained investment projects. With analysis
of the effects, it is concluded that the set goals
were achieved in both examples.

Repurposing and
renewal of
vacant industrial
site (4650m2)
into creative hub
with artistic
ateliers,
galleries, offices,
performance
studios and
similar cultural
and artistic
facilities

1. Create affordable
studio spaces for non-
profit arts
organizations and
professional individual
artists

2. Re-use of one of the
most significant
Canada’s historic sites,
3. Facilitate and
enhance the
accessibility of artists
to the public and the
marketplace4. Develop
a dynamic ecology of
artists and art
organizations who
interact with each
other, share resources
5. Demonstrate the
revitalizing impact the
capital projects in the
arts have on
communities and
neighborhoods

1. Artscape-
Non-profit
organization that
rents Artscape
studios from the
owner performs
urban renewal
and maintenance
of renewed
buildings
2.Cityscape-
owner

3.City of Toronto

ECONOMIC

-the increase in property
value

-attracting investors to invest
in further Distillery District
urban renewal

-new jobs

-tourist attraction

-new residential units
-revitalisation of polluted
and abandoned area

SOCIAL

-promotion of art
-cultural facilities
-creation of public space

ECOLOGICAL

-renewal of abandoned
brownfields as potential
pollutants

Repurposing and
renewal of 2.5
km of elevated
abandoned
railway into park
and open art
space

1. Revival of
abandoned railway and
its inclusion into
modern city
development

2. The preservation of
architectural heritage,
as space benchmark
during generations

3. Increased property
value

4. Creation of public
green space

5. New tourist
attraction

6. Creation of public
art-space

1.Association
Friends of a High
Line — urban
renewal initiator,
performs urban
renewal and
maintenance of
the park

2. City of New
York-owner

ECONOMIC

-increased property value-
bringing investors to
contribute to further projects
-new jobs

-tourist attraction

-new residential and
commercial units

SOCIAL

-creation of public space
- promotion of art

ECOLOGICAL

-new green spaces
-revitalisation of polluted
and abandoned area

Effects from these investments are important,
especially indirect economic effects that were
accomplished. This shows proportions of the
immense influence that urban renewal project
realization can have a great number of
development aspects of the urban tissue. Both

projects are realized through a public-private
partnership of the city management and non-
profit organizations, and, in the Toronto case,
the private owner of the brownfield location.
Influences that citizens' initiative and non-
governmental organizations had in the
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realization of these projects were also
analyzed. Influence of public sector, by all
means, shouldn't be neglected because it gave
subventions, credits and other incentives for
project realization. Without the public-private
partnership realization of these project most
probably would be impossible. Also, it can be
noted that none of the newly formed areas has
mostly commercial purpose.

6. CONCLUSION

The modern development of cities and urban
planning can have a negative impact on
historic areas of cities and degrade them. In
developed countries modern approach towards
the sustainable development of cities
intercedes that the activities in the field of
urban planning and construction should be
based on deeper knowledge, understanding,
and respect of history and the meaning of built
space, therefor only this way historic meaning
and value can be preserved, potentially used
and the message how significant these sites
are can be transmitted. In our country, this
approach is only in the beginning. The
awareness of the importance of architectural
heritage is rising, but urban renewal and urban
planning, and not so seldom projecting of the
object, still aren't integrated processes.

Effects that adequate urban renewal of
architectural heritage has on the modern
development of the city nucleuses are
important and represent the core of economic,
social and ecological development. The
accomplishment of these effects requires the
engagement of government, citizens and
private investors. Enactment of laws, urban
and planning documents (and compliance
with those) that support investing in urban
renewal and rising of the awareness of
citizens regarding the significance of historic,
cultural and architectural heritage are the main
prerequisites for creating an appropriate
business climate that would attract domestic
and foreign investors to invest in urban
renewal.
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BUSINESS TREND ANALYSIS OF SERBIAN TELECOMMUNICATION OPERATORS

Marko Mileti¢
SBB - Serbia Broadband, Belgrade, Serbia

Abstract: This paper is presenting the state of Serbian telecommunication market. Steps needed
for the market to be liberalized are firstly analyzed. The global market picture, revenues by
service, investments and structure of investments are shown. Furthermore, we have analyzed
legal framework and market governance and highlighted recent changes. Privatization of
Telekom Srbija, the always important question for Serbia, is particularly scrutinized. The fixed
and mobile network market analyses are conducted and some trends are observed.

Key words: Fixed telephone market, internet services, market analysis, mobile market,

telecommunications
1. INTRODUCTION

Serbian telecommunication market has been
liberalized and legislation which is in line
with the principles of the EU regulatory
framework for communications has been
introduced (Tintor, Mili¢evi¢, Jankovi¢, &
Radunovi¢, 2009). This framework promotes
competition as the most efficient way to
provide telecommunications products and
services while ensuring universal access.
Market liberalizationwent one step further in
April 2014 with the introduction of fixed
number portability (RATEL, 2014b).

Progress in regulating the market has been
made when the Serbian state-owned operator
was partially privatized in 1997, losing its
monopoly status in mid-2005. In addition to
the development of legal and regulatory
measures, the sector is driven by Information
Society Development Strategy in the Republic
of Serbia until the year 2020.

Significant investments are made in network
infrastructure by state-owned and other
operators (Benkovi¢ et al., 2011), for
providing internet services available via
ADSL, cable, optical fiber and wireless.
Internet usage in Serbia is growing (The
World Bank, 2016), where the Wide Area
Network represents the majority of Internet
subscriptions.

Serbia has a broad market of broadcasters,
with programs available for the distribution of
radio and TV programs via cable,
Multichannel Multipoint Distribution Service
(MMDS), terrestrial free-to-air (FTA), and
afull range of Internet Protocol Television
(IPTV). Pay TV market is healthy, with strong
growth despite the difficult economic
conditions. Digital TV program is available. A
plan for termination of analog signal has been
available and is put into practice.

The aim of this paper is to present current
trends in Serbian telecommunication market.
In part two is shown anoverview of the
market, including revenue and investments by
service. Part three is featuring legal
framework and governance of
telecommunication market. In the following,
part four, attention is placed on privatizations.
Part five is about fixed network operators and
part six is shedding light on mobile network
operators, their revenue, market share and
signal coverage.

2. SERBIAN TELECOMMUNICATION
MARKET

On the Serbian mobile market, services are
provided by three mobile network operators
(MNOs) and two mobile virtual network
operators (MVNO) (Vecernje Novosti, 2016).
The high level of mobile technologies
penetration suggests a possible saturation of
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the mobile conversations. This picture may be
false as many people own more than one SIM
card. MNOs are focusedon increasing
Average Revenue per User (ARPU) by
encouraging prepaid users to shift to postpaid
plans together with thepromotion of increased
spending on mobile network/content.

Mobile data services have become an
important source of new revenue growth,
while opportunities for revenue from new
subscribers slowly disappear from themature
mobile market. Making 3G and 4G services
available had a positive impact on the use of
mobile databecause it enhances the user
experience with present applications and

provides engagingcontent through higher
download speed. However, the acceptance
and use depend on thepresence of
technologically capable devices on the
market, availability of desirable content, and
the price of mobile data plans.

The total revenue generated in the electronic
communication market of the Republic of
Serbia in 2015 totalled to around €1.55 billion
— 83% increase in compare to 2014.
Revenues from electronic communication had
a share of 4.72% in gross domestic product
(GDP) of Serbia. Revenues from services are
displayed in Table 1.

Table 1: Telecommunication market revenue in €million(based on RATEL, 2015, 2016)

Year Fixed Internet Cable Mobile
2008 279.96 72.58 69.17 91343
2009 280.79 92.00 76.85 826.74
2010 292.38 112.04 86.38 769.20
2011 362.78 123.50 101.52 846.70
2012 334.62 149.34 109.35 850.00
2013 312.26 161.10 116.67 877.70
2014 311.43 165.82 125.40 846.90
2015 309.77 179 .40 145.69 902.00

The structure of revenues by services for the
period 2008-2015 is presented in Table 2. We
can see that mobile has the largest share
inrevenues, which is growing since 2010

(from 52.8% to 58.3% in 2015). Internet and
media content distribution share in revenues
is,also, increasing.

Table 2: Structure of revenues by services (based onRATEL, 2015, 2016)

Media
Year  Mobile Fixed Internet content VoIP  Broadcasting
distribution

2008 61.00% 25.00%  7.00% 4.00% - 3.00%
2009  54.82% 2895%  71.719% 5.09% 0.04% 3.32%
2010  52.80% 2890%  8.90% 5.90% 0.20% 3.50%
2011 5299% 2793%  9.13% 6.03% 0.43% 3.44%
2012 55.16% 2425%  9.60% 7.09% 021% 3.57%
2013 56.63% 2097% 11.89% 7.53% 0.12% 3.55%
2014 5700% 22.00% 11.00% 8.00% 0.10% -

2015 58.30% 19.70% 11.60% 9.40% 0.30% -

Total investments in electronic  period.The highest amount of investments

communication sector in 2015 were around
€276 million — 48% increase in compare to
2014 (RATEL, 2016). This increase in
investments is highly promising for the future
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Table 3: Structure of investments by services (based on RATEL, 2010, 2011, 2012, 2013,

2014a,2015,2016)

Total Media
investments Mobile Fixed Internet content VoIP
Year distribution
million € million €and (% of investments in a given year)
148.64 98.61 294
2009 288 (51.61%) Gandsy D653 WIAOTI% g
2010 274 132.11 75.09 31.70 34.77 0.33
(48.22%) (27.4%) (11.57%) (12.69%) (0.12%)
2011 243 138.58 56.67 10.86 35.89 1.00
(57.03%) (23.32%) (4.47%) (14.77%) (0.41%)
2012 232 112.40 51.60 23.34 44.40 0.21
(48.45%) (22.24%) (10.06%) (19.14%) (0.09%)
2013 262 111.61 62.71 28.20 59.44 0.03
(42.6%) (23.94%) (10.76%) (22.69%) (0.01%)
2014 186 65.58 48.40 19.33 52.68 0.02
(35.26%) (26.02%) (10.39%) (28.32%) (0.01%)
105.87 68.12 77.14 0.03
2015 276 (38.36%) (24.68%) (27.95%) 24.87 (0.01%) (0.01%)
3. LEGAL FRAMEWORK AND * And other responsibilities in
GOVERNANCE accordance with Law.
The Republic Regulatory Agency for The special responsibility of RATEL is a
Telecommunications (RATEL) was  prevention of monopolies and monopolistic

established at the end of 2005. Rights and
responsibilities of RATEL are regulated by
Telecommunications Law
(Telecommunications Law, 2003) and include:
* Regulate activities in the
telecommunications sector, and in
particular where there are one or more
public telecommunications operators
which, under the criteria established
herein, have a significant market
power;
* Manage and monitor activities in the
telecommunications sector;

* Promote interconnection among
telecommunication  networks  or
operators on an unbiased basis;

e Settle disputes between
telecommunications  operators  in

certain situations;

* Regulate the use of radio frequency
spectrum and assign radio frequencies
in accordance with
Telecommunications Law;

¢ QGrant licenses to telecommunications
operators for specific
telecommunications activities;

* Prepare and conduct public tenders
for individual licenses in accordance
with Telecommunications Law;

behaviour by (Telecommunications Law,
2003): determining whether a public
telecommunications operator has significant
market power (SMP) — market share higher
than 20%; explicitly prohibiting or restricting
any anti-competitive or monopolistic activity;
by controlling any acquisition, merger,
takeover or any other change regarding the
type of organization of telecommunications
companies which may outcome in the
establishment of a monopoly or a company
with a significant market power.

The managing board is formed of chairperson
and four members proposed by the
Government; the National Assembly is
appointing the chairperson and members of
the managing board for the period of 5 years.

In May 2012 RATEL was granted observer
status in the Body of European Regulators for
Electronic Communications (BEREC), and
since September 2012 it has been a member of
the Independent Regulators Group (IRG).
RATEL is also actively involved as a
regulator in the work of the International
Telecommunication Union (ITU), European
Conference of Postal and
Telecommunications Administrations (CEPT)
and European Telecommunications Standards
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Institute (ETSI) (RATEL, 2014a). RATEL
was merged with Republic Agency for Postal
Services (RAPUS) in 2014, and since then it
also regulates postal services market.

An important feature of Telecommunications
law is enabling interconnection among
telecommunication companies. Based on
article 46, companies are obligated to accept
all demands for interconnection. If companies
cannot make the agreement within three
months, RATEL has the authority to make a
decision which is obligatory for both sides.
The operators with SMP have to offer
interconnection services which need to be
transparent, non-discriminatory and costs-
based. Terms of providing interconnection are
announced in a Reference Interconnect Offer
(RIO), which is previously approved by
RATEL. Unique termination charge is set for
all fixed networks in Serbia. In 2009, the
government approved the action plan for
implementing the National Strategy for
Development of Telecommunications, which
involved fixed number portability (NP) and
mobile number portability (MNP). After some
problemsinthe beginning, those changes were
implemented in 2010.

3.1 Universal services
Telecommunications law from 2013

(Telecommunications Law, 2013) prescribes
aminimal set of universal services. It includes

enabling access to communication networks
and publicly available telephone services at a
fixed location, information services and public
phonebooks, usage of public phones and free
emergency calls. RATEL decided that the
following operators are obligated to provide
universal services:

* Telekom Srbija,

¢ Telenor,

*  VIP mobile,

*  Orion Telekom.

Acts  relating to  the  fields  of
telecommunications, and electronic
communications in general

(Telecommunications Law, 2003), as essential
elements of universal services include certain
measures that are intended to provide people
with disabilities and low-income users with
viable access to telecommunications services
(Bogojevic, Gospic, & Petrovic, 2010).

3.2 Number portability

Mobile numbers portability was introduced in
2010. RATEL forecasted that 10% mobile
phone users would change operator in the first
year. By the end of the year around 37,000
numbers have been ported, and by the end of
2015 total of around 418,000 numbers have
been ported.

Table 4: Annual and cumulative mobile number porting (RATEL, 2016)

Mobile number

Year porting Cumulative
2011 37,037 37,037
2012 77,185 114,822
2013 85,673 200,495
2014 99,142 299,637
2015 118,490 418,127

Fixed number portability was planned to be
introduced in 2012, but the service became
available in April 2014. By the end of 2015

152,851 in total have been ported, mostly
from Telekom Srbija’s network to other
operators.

Table 5: Annual and cumulative fixed number porting (based on RATEL, 2015,2016)

Fixed number

Year . Cumulative
portings
2014 (Apr-Dec) 41,513 41,513
2015 111,338 152,851

64



Serbian Project Management Journal, Volume 6, Issue 2, December 2016

4. PRIVATISATIONS

The lawswhich are allowingprivatizationwere
voted for in 1989, 1990 and 1994, and those
strongly favored domestic investors and
employees through a system of preferential
discounts on shares. Not until 1997 did a law
come into force that opened the path for
foreign investors to purchase enterprises
(Upchurch & Marinkovi¢, 2011).

4.1 Telekom Srbija

Privatization of Telekom Srbija started in
1997 when 49% of PTT Holdings (holding
company for Telekom Srbija) were sold to
STET International Netherlands NV (branch
office of Telecom Italia in Netherlands)
andHellenic Telecommunications
Organization S.A.(OTE) from Greece for
€12 million. Telecom Italia got a portion of
29% and OTE 20%. Each of the two new
owners had the right to name two members of
the nine-member executive board. Thus the
government kept a golden share and the veto
right for any strategic decision.

Telekom Srbijawas approved a20-year license
for fixed telecommunication services (first
eight yearsas a monopoly) and mobile
telecommunication  services. After this
Telekom Srbija became the second mobile
operator in Serbia.

At the beginning of 2002 both Telecom Italia
and OTE declined suggested changes for their
contracts. Changes were proposed regarding
annual commission. In February 2003,
Telecom Italia sold its stake of 29% for €195
million. After this transaction, Telekom Srbija
owned 80% of its shares and OTE 20%.

In 2008, the Serbian Ministry of Economy
planned to sell its 80% stake in Telekom
Srbija. The plan was postponed because of
global financial crisis. The government
activated the privatization plan in 2010 again,
by offering 51% of shares via international
tender, pricing the company at €2.43 billion.
The privatization failed again, after setting a
minimum price of €1 .4 billion.

In January 2012, the government paid out
OTE’s 20% stake in the company for €380
million. In May, the same year, the

government decided to give 20% of Telekom
Srbija’s shares to Serbian citizens and 14.95%
to employees and former employees free of
charge.

From MarchtoDecember 2015 the government
tried to privatize Telekom again. After
receiving the highest bid of €1.2 billion from
Apollo, thegovernment withdrew the sale as
theirminimal price was €l1.4 billion and
political opposition was strongly against the
sale.

Telekom Srbija has astake in multiple other
companies (Telekom Srbija, 2016):
¢ TelekomunikacijeRepublikeSrpskea.d.

and Mtela.d.(65%), Banja Luka,
RepublikaSrpska;

* mtel DOO (51%), Podgorica,
Montenegro;

e Telus (100%), Belgrade, Serbia;

¢ TS:NET B.V. (100%), Amsterdam,
Netherlands;

¢ mtsd.o.0. (100%), KosovskaMitrovica,
Serbia;

e HD-WINd.o.o0. 51%), Belgrade,
Serbia;

* mtsbankaa.d. (76.05%), Belgrade,
Serbia;

* Dimedia Group SA (50%), Geneva,
Switzerland;

* GO4YU d.o.0. (50%), Belgrade, Serbia.
4.2 Telenor (ex Mobtel)

Privatization of Mobtel started in 2006,with
legislation changes. Namely, after adopting
the changes of Telecommunications law and
settling adispute with minor shareholders
from Austria a tender for anadvisory role in
privatizationwas launched. Among many
applications, a consortium composed of
Rothschild &Cie got the advisory role with
the cheapest offer.

Conditions set by thegovernment were:
starting price of €800 million; potential buyer
had to be themobile operator with at least
three million users and profit of €00 million
in 2005. In order to make the offer more
attractive, thegovernment stated that the
mobile market would notbe openedfor other
operators until 2009.
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Ten potential buyers made their offers
(Telenor, TeliaSonera, Israel’s Investment
Discount Corp (IDC), Orascom Telecom,
Tele2, Deutsche Telekom, Etisalat,
Mobilkom, Moscow Cellular
Communications, MTS and France Telecom)
and after few bidding rounds only Mobilkom,
Telenor and Orascom remained. At the end of
the process Telenor successfully bought
Mobtel after eight bidding rounds for €1.513
billion.

5. FIXED NETWORK OPERATORS

There are only three license holders for public
fixed telecommunications network and
services: Telekom Srbija, Orion telekom, and
Telenor. In accordance with Law on
Electronic Communications (Article 149),
since January 2012 the provision of public

authorization regime. This means that in
addition to three license holders, voice service
via fixed network was also provided by Serbia
Broadband (SBB), I.Kom, Radijus vektor,
KOPERNIKUS TECHNOLOGY, BeotelNet-
ISP, Telemark systems, Masko, Invest-
InZenjering, ABA TEL, Softnet, Sat Trakt,
ASG NET (began with service provision in
late 2015), BPP Ing (began with service
delivery in late 2015), JP Posta Srbije (started
with the provision of services in late 2015).

In 2012, the biggest cable TV, SBB started
offering fixed telephony service and currently
is the biggest fixed telephony operator after
Telekom Srbija with 8% market share.

Besides a declining trend in fixed telephony
usage, this service remains big revenue
generator, which can be seenFigure 1.

fixed telecommunications network and
services has been wunder the general
Fixed market revenue
400 36278
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Figure 1: Fixed market revenue
5.1 Telekom Srbija Telekom Srbija is part of Telekom Srbija
Group. Taking into account decrease of
Telekom Srbija is state-owned revenues from fixed telephone services after

telecommunication operator. It is offering
voice, data, internet and broadband access as
well as mobile services through MTS, started
in 2007. Ownership of the company is shared
between: Republic of Serbia (58.11%);
Telekom Srbija (20%); the citizens of the
Republic of Serbia (14.95%); current and
former employees of Telekom Srbija (6.94%).
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liberalization, Telekom Srbija expanded to
neighboring markets and owns multiple
subsidiaries, as mentioned before. Since 2006
Telekom Srbija is considered SMP operator
and has obligations specific for SMP, like
controlling sales prices, prohibition of cross-
subsidization, enabling network access and
interconnection and non-discrimination, as
well as cost-based operation and transparency.
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Table 6: Telekom Srbija Group financial data (Telekom Srbija, 2016)

Revenue EBITDA Net profit
Year
RSD million
2014 122,413 46,539 17,804
2015 127,788 43,483 14,673

Revenues from internet services are increased
as a result of greater number of ADSL
subscribers, revenues from multimedia
services increased together with a number of

IPTV and WEB-TV users, while revenues
from mobile telephony decreased as a result
of decreased number of prepaid users and
lower (regulated) roaming tariff.

Table 7: Telekom Srbija Group revenues by service (Telekom Srbija, 2016)

Year tellt:a g(lf(?ny teﬁgggiy Internet Multimedia Other
RSD million
2014 44204 56,936 10,094 5,729 5450
2015 41,458 59,364 10,705 7,854 8,407
5.2 SBB 6. MOBILE NETWORK OPERATORS

Cable broadband is available through more
than 20 internet providers, while Serbia
Broadband (SBB) is the largest cable
company in Serbia. SBB is also distributing
Total TV via Direct to Home (DTH) platform
on domestic, but also other parts of ex-
Yugoslavia market. Majority owners until
recently were Mid Europa Partners (MEP) and
European Bank for Reconstruction and
Development (EBRD), and in March 2014
investment firm Kohlberg Kravis Roberts
(KKR) closed taking over United Group.
United Group is managing broadband
networks as SBB in Serbia and Telemach in
Slovenia and Bosnia and Herzegovina. It is
also controlling Total TV satellite platform.
United Group has 1.9 million users of
subscription-based TV in six ex-Yugoslavia

countries: Serbia, Slovenia, Bosnia and
Herzegovina, Montenegro, Croatia and
Macedonia.

Prices of cable broadband services decreased
as a result of strong competition, i.e. other
platforms like ADSL, while access speed has
increased, mostly because of competition.
SBB is providing access via optical fiber
cable, offering speed up to 1Gb/s for
thebusiness sector. Recently Fiber to the home
(FTTH) service is available for residential
users in some locations.

Serbian mobile market is served by three
operators: MTS Telekom Srbija, Telenor and
VIP Mobile. Licenses are renewed recently on
the period for 10 years for providing services
according to GSM/GSM 1800 and
UMTS/IMT-2000 standards.

Call penetration is high even for European
standards, mostly thanks to people who own
more than one SIM card. After growing year
after year, the marked narrowed in 2009, as a
response to thesevere economic situation,
which became even harsher when the
government introduced 10% mobile tax mid-
2009. The taxwas appliedto all calls, SMS,
MMS, data and additional services inside
thecountry and outside its borders and it was
revoked in 2011.

Data transfer is a significant source of income
while theopportunity for expanding to new
users is loston themature mobile market.
Introducing 3G services had a positive impact
on data usage as it improved theuser
experience.From the Figure 2, we can see that
revenue on mobile market was declining until
2011 when it started growing again. This
growth is achieved thanks to increasing usage
of mobile data, as other mobile services like
SMS and MMS usage is decreasing (RATEL,
2016).
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Mobile market revenue
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Figure 2: Mobile market revenue (RATEL, 2016)

6.1 MobilnaTelefonijaSrbije (MTS)

Telekom Srbija got GSM900 license for the
period of 20 years when the government sold
49% stake to Telecom Italia and OTE in 1997,
and it started offering mobile services in 1998.

Table 8: MTS signal coverage (RATEL, 2016)

In 2006 MTS started offering 3G technology
and in 2015 4G. The company is managing
around 2300 base stations (RATEL, 2016).
MTS’s
coverage are presented in Table 8.

territory and population signal

Percentage of coverage

Territory covered by GSM network signal 89.75%
Population covered by GSM network signal 99.75%
Territory covered by UMTS network signal 85.57%
Population covered by UMTS network signal 97.29%
Territory covered by LTE network signal 9.28%

56.74%

Population covered by LTE network signal

6.2 Telenor

Mobtelis founded in 1994 as apartnership
project between PTT Holdings (49% stake)
and BK Trade (51% stake). AnalogNordic
Mobile Telephone (NMT) mobile started by
the end of 1995 and the digital Global System
for Mobile Communications (GSM) by the
end of 1996. Telenor bought Mobtel in 2006
and received a license for ten years for

offering GSM/GSM1800 and UTMS/IMT-
2000 services.

Telenor is controlling 1936 base stations and
in 2015 invested around €10 million into their
modernization in order to cover ahigher
percentage of thepopulation with 3G signal.
Telenor’s territory and population signal
coverage are presented in Table 9.

Table 9: Telenor signal coverage (RATEL, 2016)

Percentage of coverage

Territory covered by GSM network signal 91.90%
Population covered by GSM network signal 99.42%
Territory covered by UMTS network signal 90.95%
Population covered by UMTS network signal 94.72%
Territory covered by LTE network signal 0.37%

6.47%

Population covered by LTE network signal
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6.3 VIP Mobile

VIP Mobile started offering their services in
2007. They concluded apartnership agreement
with Vodafone, which allowed Vodafone to
offer a whole range of international products
and services on the Serbian market.

Table 10: VIP Mobile signal coverage (RATEL

VIP Mobile controls 1629 base stations and
only in 2014 they invested €23 million for
improving network infrastructure in Belgrade.
VIP Mobile’s territory and population signal
coverage are presented in Table 10.

,2016)

Percentage of coverage

Territory covered by GSM network signal 87.20%
Population covered by GSM network signal 99.00%
Territory covered by UMTS network signal 55.20%
Population covered by UMTS network signal 88.70%
Territory covered by LTE network signal 4.10%
Population covered by LTE network signal 26.30%

6.4 Mobile virtual network operators

MVNGOs are present, but not yet fully active in
Serbia. SBB got alicense for providing
MVNO services, but that service still is not
offered. In 2015 retail chain Delhaize
launched MVNO service using VIP Mobile’s
network branded as Maxi Mobile. In June
2016, RATEL gave MVNO permit to the
British company Mundio Mobile (part of the
Mundio Group, founded 2002). This company
already has MVNO services in Great Britain,
Austria, Belgium, Denmark, France,
Netherlands, Portugal, Czech Republic and
Sweden named Vecton Mobile. In Serbia, it
will use VIP Mobile’s infrastructure. Another
MVNO permit has been issued to the

Globaltelcompany. They will also use VIP
Mobile’s infrastructure.

6.5 Mobile market share

After VIP Mobile had entered the market, the
number of MTS and Telenor users declined.
For eight years of presence in Serbian mobile
market, VIP took more than 20% of market
share — approximately 10% from each of the
other two operators. Market share is presented
in Table 11, and it is expected that share of all
three mobile operators in Serbia will be
equalized in the future. It is also expected that
MVNOs will take 6-7% in the first five years
of operation.

Table 11: Mobile market share regarding number of users (based on RATEL, 2010, 2011,

2012,2013,2014a, 2015,2016)

Year MTS Telenor  VIP Mobile
2003 55.10%  44.90% -
2004 53.50%  46.50% -
2005 5430%  45.70% -
2006 6290%  37.10% -
2007 5940%  34.60% 6.00%
2008 58.93%  31.94% 9.13%
2009 59.70%  28.70% 11.60%
2010 56.00%  30.30% 13.70%
2011 53.06%  30.81% 16.13%
2012 4580%  33.90% 20.30%
2013 4480%  33.30% 21.90%
2014 44.56%  33.27% 22.17%
2015 46.10%  32.30% 21.60%
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7. CONCLUSION

Serbian  telecommunication = market s
liberalized and legislation is in line with EU
legislation. In the past significant investments
have been made in network infrastructure,
which is still developing to support new
technologies. We may say that Serbian
telecommunication market is saturated, so
MNOs are focused on increasing ARPU by
offering new technologies.

Total revenue is growing from year to year
and mobile services are its biggest piece,
followed by fixed telephony and internet
service. RATEL regulates the market and
provides annualmarket reports. Universal
services are available in Serbia since 2013 and
SMP operators are obligated to provide them.
Also, number portability is present and many
users are changing their operators.

The fixed market revenue is decreasing, but is
still an important part of the total revenue,
while mobile market revenue is increasing
each year (mainly because of mobile data).
Mobile operators are expanding their network
and improving the existing one by introducing
new technologies and signal types. The
entrance of the third mobile operator, VIP
Mobile, in 2007 caused a decrease in market
share for MTS and Telenor and it is expected
that in the future all three operators’ market
share will be equalized.
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Serbian Project Management Association
(YUPMA) was formed as YUDRUP in 1986.
In1997 it has become a full member of the
International Project Management Association
(IPMA).YUPMA and its members have so far
taken part in a large number of national and
international research and other project in the
field of management.

CERTIFICATION

YUPMA offers the international certification
through the YUPMA CERT programme based
on the IPMA® certification programme. The
YUPMA CERT programme objective is to test
and verify the competence of candidates in
project management.

The YUPMA CERT programme has four levels
of certification:

IPMA level A:Certified Project Director®

IPMA level B: Certified Senior Project
Manager®

IPMA level C: Certified Project Manager®

IPMA level D:Certified Project Management
Associate®

SEMINARS

YUPMA also organizes appropriate training in
the field of project management via seminars,
courses and lectures delivered by both our and
foreign experts. Training courses are organized
periodically or at the request of a company or
another organization. YUPMA'’s standard offer
includes a number of seminars and courses
which can be geared to the specific
requirements of the participants. On completion

SERBIAN PROJECT MANAGEMENT
ASSOCIATION

Contact:
Belgrade, Boze Jankovic¢a 14
+381 11 3912 484

info@yupma.org.rs
WWW.yupma.rs

of any seminar the participants receive a
certificate.

Listed below are some seminars the Association
organizes:

e Project management

e Training for project managers
e Project management in IT

e Managing the EU projects

e Business Plan Preparation

e Project Management in Specialized
Fields (health-care, education, public
administration...)

e Project Management Software
Packages (MS Project, Primavera)

SYMPOSIUM

One of YUPMA’s major tasks 1is the
organization of symposia bringing together the
experts engaged in project management and
related disciplines. One of the major objectives
of these scientific meetings is to describe the
position and the development of project
management in Serbia and in the region. So far,
sixteensymposia on project management have
been organized and they are traditionally held
every spring on the Mount of Zlatibor
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