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SOVEREIGNTY AND TECHNOLOGY TRANSFER
IN THE CONTEXT OF SUSTAINABLE DEVELOPMENT

Abstract

The special attention in this paper is paid to the analysis of the relationship between
foreign direct investment, economic sovereignty and technological dependence
of the countries in the context of sustainable development. One of the most serious
consequences resulting from the entry of foreign direct investment into the host
country is, surely, the possible danger of endangering the national sovereignty. This
danger is even greater if a country is technologically dependent and socially divided.
In general, the economic sovereignty is one of the most important components of the
national sovereignty. The concentration of power, economic, political and financial, in
multinational companies, provides the opportunity for them to control the economic
and social life of the host country, through direct investments.

The purpose of the paper is to identify the negative effects of foreign direct
investment on the economic sovereignty of national economies through the role of
the multinational companies in developing the economic structure and achieving the
development priorities of the host country. The paper highlights various aspects of the
technological dependence of the host country, due to the technology transfer is often
realized through foreign direct investment. Therefore, in order to achieve sustainable
development and the preservation of the national and the economic sovereignty, most
developing countries take measures to control the activities of multinational companies.

Key words: sustainable development, foreign direct investment, economic
sovereignty, technology transfer, multinational companies®
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CTPAHE JUPEKTHE UHBECTHUIHUJE, EKOHOMCKA
CYBEPEHOCT U TPAHC®EP TEXHOJIOI'JE Y
KOHTEKTY OAPXHUBOI PA3BOJA

Ancrpakrt

Ilocebna nasxcroa y pady je noceeliena ananuszu ese uzmely cmpanux oupexm-
HUX UHGECMUYUJA, eKOHOMCKE CYBEPeHOCIU U MEXHOIOUIKe 3A8UCHOCTU 3eMAbA Y
KOHMeKcny 00pacusoe paszeoja. Jeona oo HajosdumHujux nocieouya Koja Hacmaje
VAACKOM CIMPAnUX OUpeKmHux uHeecmuyuja y 3emsay oomahuna je, c6akaxo, egenmy-
anHa ORACHOCM 00 Y2podicasarsa HayuonanHoe cyeepenumema. Ta onacnocm je ymo-
JuKo eefia, yKonuko je neka 3emmba mexHoNOuKU 3a6UCHA U OPYUIMBEHO NOOE/bEHA.
Exonomcku cysepenumem je jeona 00 Haj3HauajHujux KOMnoHeHmu HayuoHAIHoR Cy8e-
penumema yonuime. Konyenmpayuja ekonomcke, nomumuuke u unancujcke mohu y
MYIMUHAYUOHATHUM KOMAAHUJAMA npydica Mo2yAnocm 0a one, Npexo OUpeKmHux uH-
secmuyuja, cmaee noo KOHMPOIY NPUBPEOHU U OPYULIMBEHU HCUBOM 3eMsbe OOMANUHA.

Cspxa pada je udenmughuxosarse He2amusHUX eghekama Cmpanux OUPeKmHUX UH-
secmuyuja Ha eKOHOMCKU CYBepeHumen HayUOHAIHUX eKOHOMUJA NPEKo Y102e MYMmu-
HAYUOHANIHUX KOMAANUJA Y PA360Jy NpUuepeone cmpykmype u 0Cmeapusarsy pa3eojHux
npuopumema semme oomahuna. Y pady ce ucmudy paznusumu acnekmu mexHoIouiKe
3asucnocmu 3emme domahuna, jep ce najueuthe npeko cmpaHux OUpPeKmHUX UHEEeCmu-
yuja ocmeapyje mpancghep mexnonozuje. 3amo je y yunvy oCmeapusarsa 00picUs02
pazeoja u 04yearsa HaYUoOHAIHO2 U eKOHOMCKOR CygepeHumema, eehuna semamsay pas-
60y npedysena mepe KOHMpo/e aKMuGHOCIU MYTMUHAYUOHATHUX KOPRopayuja.

Kuwyune peuu: oopowcusu paseoj, cmpane oupekmmue unsecmuyije, eKOHOMCKA
cysepeHocm, mpaucgep mexmonocuje, MyImuHAYUOHAIHE KOMIAHUje

Introduction

Foreign direct investment (FDI) is a versatile concept due to it plays an important
role in restricting the country’s economic sovereignty and causing technological
dependence. There are many aspects related to this issue that need to be carefully
examined. The existence of spillover efficiency benefits to host country economies from
foreign direct investment is well documented in the literature. The determinants of the
size and scope of the spillover benefits have also been studied, but they are not as clearly
and consistently documented as the existence and magnitude of the relevant externalities
(Blomstrém, Kokko, & Globerman, 2001, p. 34-65).

“Foreign Direct Investment is expected to generate technology spillovers to
indigenous firms in transition economies. The magnitude of the spillover effect depends
on the characteristics of incoming foreign direct investment and of the recipient local
firm. More specifically, spillovers vary with the measure of foreign presence used and are
influenced by the recipient firm’s size, its ownership structure, and its trade orientation”
(Sinani, & Meyer, 2004, p. 445). Some studies show that if externalities are large, a
developing country never expropriates foreign assets, and behaves as under perfect
enforcement of foreigners’ property rights. If externalities are absent, a developing
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country always expropriates foreign assets and, then, there are no capital flows in
equilibrium. If externalities are of a medium size, there are scarce capital flows from rich
to poor nations (Maliar, Maliar, & Sebastian, 2008).

The overall benefits of FDI on for developing countries are well documented.
Given the appropriate host country policies and the level of development, some studies
show that FDI can improve environmental and social conditions in the hosting country
by transferring cleaner technologies and leading to more socially responsible corporate
policies. In addition, FDI can create more competitive business environment and enhance
enterprise development (Organisation for Economic Co-operation and Development,
2002). Although the positive effects of FDI are multiple, the paper emphasizes the fact
that it is also a source of negative impacts. There is evidence that:

- productivity of domestic firms decrease when FDI increases (Torlak, 2004;

Gerschewski, 2013);

- unemployment can increase based on the fact that foreign companies using
new technologies and that they are looking to use local cheap resources;

- that knowledge transfer from multinational enterprises is usually directed
to local suppliers or customers, and prevention of technology leak to local
competitors is achieved usually through intellectual property protection
(Bayar, & Gavriletea, 2018).

“The empirical findings, by and large, suggest that lower growth performance is
evident with the association of high government debt through foreign investment. In
a nutshell, over borrowing of public finance would crowd out private investment and
hence stifle economic growth” (Tan, & Ismail, 2015).

If the country is more developed country and higher dependence on foreign capital,
it will lead to greater ability of capital owners to manage the economic development of
this country. Economic sovereignty, as one of the most important components of national
sovereignty, refers to the power or national governments to make decisions independently
of those made by other governments.

The paper proceeds as follows. In the next section, we present and discuss an
economic sovereignty of the national economies in the context of sustainable development.
The third section summarizes and assesses the available empirical evidence bearing upon
the role of multinational companies in technology transfer and foreign direct investment.
Finally, we give concluding remarks.

Economic sovereignty of the national economies
and sustainable development

International investment law can be criticized for its understanding of sovereignty.
Some articles define sovereignty based on a host state population to economic self-
determination. The establishment of a different perspective on sovereignty in international
investment law highlights the need for an alternative understanding of this term (Guntrip,
2016).

Dependent development implies a development that does not contribute to
the strengthening of internal development factors and, on this basis, to independent

=11 ECONOMICS OF SUSTAINABLE DEVELOPMENT 3
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development, on the contrary, it strengthens the dependence on the external factors of
development. The essence of the dependence concept is the fact that the development
of the national economy is subordinate to the terms and conditions of another economy.
The degree of dependency is growing parallel with the increasing of the developmental
differences among countries. Today, a significant part of the world’s product and
population is located in the low-productivity regions, but smaller part of the global
foreign investments is oriented in these regions (Obstfeld & Taylor, 2002, p. 60).

Based on the theory of sovereignty, partnerships between host country, governments
and multinational companies can minimize the loss of national sovereignty, but this can
only be achieved against a backdrop of economic, societal and political stability and co-
operation (Bezuidenhout, & Kleynhans, 2015).

Foreign directinvestors base their decisions on cost savings. This savings is reflected
in lower labor costs of approximate quality in relation to the domicile country, in lower
financing costs and in lower fiscal liabilities (Causevi¢, 2004, p. 83). More favorable
environment for attracting foreign investors has countries with larger population and
lower wages. Also, the level of foreign direct investment depends on the degree of the
developed infrastructure and the state legal institutions. With the strengthening of the tax
competition between developing countries, the differences in the structure of tax systems
are reduced. Different tax exemptions for foreign direct investments are introduced in the
form of exemption from corporate income tax, customs duties and taxes on raw materials
intended for export, in order to increase employment. Higher employment rates enable
the growth of effective demand and an increase the tax base due to increased purchasing
power. Tax on the final consumption is paid by consumers and this is the most important
source of funding for developing countries’ budgets. This fiscal system contributes to the
unfair fiscal burden of the population and rapidly increases social differences.

One of the most serious consequences resulting from the entry of foreign direct
investments into the host country is, surely, the possible danger of endangerment the
national sovereignty, both economically and politically, and this danger is even greater if
a country is technologically dependent and socially divided.

“The economic sovereignty is one of the most important components of the
national sovereignty in general. The economic sovereignty present the unlimited right
of every country to decide on the organization of economic life within national borders
and the way of establishing the economic relations with foreign countries. This includes,
among other things, the freedom to design the economic system, the free use of natural
resources, the establishment of the foreign trade and foreign exchange system, and
the regulation of the business activities of the domestic residents abroad and foreign
residents in the country” (Jovanovi¢-Gavrilovi¢, 1994, p. 116).

In the context of international investment agreements and trade, sovereignty
enables a state to decide whether or not, depending on its own perceived interests,
to allow foreign nationals or companies to establish or acquire enterprises, or accept
investment within its territory (Al-Adba, 2014).

The concentration of power, economic, political, and financial, in large business
entities, such as multinational companies, provides them the opportunity to control
the economic environment, social life of the host country, and thereby violate the
sovereign rights of these countries, often through direct investment. In addition, while
states still have power de jure in the international system, and within their own country,
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multinational companies have power de facto both in the international system and in
individual states (Kapfer, 2006).

Bearing in mind that the primary motive for foreign direct investment is profit
maximization, it is quite clear that multinational companies are already trying to achieve
their economic, political and strategic development goals, rather than to contribute to the
stable development and social progress of the host country. In such cases, the objectives
of foreign investors, and the development goals of the host country, are confronted. If the
country is more developed country and higher dependence on foreign capital, it will lead
to greater ability of capital owners to manage the economic development of this country.
The multinational companies have the ability to redirect the development policy of the
host country, as well as its economic and foreign trade structure, in their favor.

A negative impact on the development of the economic structure and the achievement of
the development priorities of the host country is achieved by direct investment in those sectors
of the host country’s economy that are of primary importance for achieving the goals of their
global strategies. Thus, to a large extent, the development of the underdeveloped countries
is subject to the interests of the large and powerful, breaks down the economic integrity and
increases economic dependence. However, in the extreme case, the negative economic effects
of foreign direct investment in the host country may be less significant than the possible political
consequences, which arise from the limitation of space for independent action.

In order to protect and realize the national development priorities, as well as to
preserve national and economic sovereignty, most developing countries have taken
measures to control the activities of multinational companies. These control measures
range from controlling activities in the vital sectors of the country, prescribing rules for
their behavior, developing a new cooperation forms with the foreign investors (primarily
joint venture development), as well as coordination and harmonization of the national
regimes and policies to the foreign capital between developing countries, within regional
and sub-regional organizations and institutions.

The role of multinational companies in technology transfer
and foreign direct investment

It is often emphasized that more developed countries among developing countries
can control the activities of multinational companies, and encourage the behavior of
foreign investors to achieve national interests. The multinational companies, in fear of
possible nationalization, choose the location for their activities where the negotiating
position of the selected country is weaker. In many countries (for example, in South
Korea), the political motive was crucial for the location of foreign direct investment.
“Guided by own interests, they want to reduce, at all costs, the possible political risks
in the country in which they operate. At the same time, these companies, together with
the linked government of the industrial country, give the political support to the smaller
partners and local representatives” (Unkovi¢, 1980, p. 112).

Hence, the multinational companies have the negative political impact. In addition,
it is often said that they are developing an intelligence network in the host country in
order to get up with the situation and problems in the country, and in that way, obtain
confidential information that can be used for the detriment of the host country.

=11 ECONOMICS OF SUSTAINABLE DEVELOPMENT 5
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In modern conditions, the technology is one of the most powerful development
factors whose importance is constantly expanding. The importance of the technology is
reflected in the fact that it represents a resource, but also that it creates new resources,
that it is a powerful instrument for social control and that it affects on the quality of
decisions that make social changes. In the developing countries, the technology is an
agent for changes, and the key that opens the development.

Today, still dominates the view that the foreign direct investments represent
the most efficient transfer of technology and great contribution to the sustainable
development of the host country (more about the concept of sustainable development
see: Kates, Parris, & Leiserowitz, 2005). The accepted technology has influenced and
shaped the economic and social structure of the host country. The special attention in
analyzing the potential negative effects of the foreign direct investments belongs to the
adequacy of this technology from a sustainable aspect. Namely, from the perspective of
developed countries, the modern technology can represent a key factor for achieving
further progress, but not necessarily the best solution for the underdeveloped countries.

Firstly, the transfer of the modern technology through foreign direct investments
allows the efficient technological solutions for the host country, but the basic defect of this
process is reflected in creating a dependence on the developed world. Many authors point
out that the transfer of technology through foreign direct investments, by multinational
companies, follows the product life-cycle theory. Such a transfer of technology, not only
reduces the lag of developing countries, but rather strengthens the existing state and
deepens the technological gap between the developed and underdeveloped countries.

Secondly, during the technology transfer, the less attention is paid to the
technological needs of the host country. The technology that is transferred through
foreign direct investments is a reflection of the environment where it was created, since
it is adapted to the material and social relations of that environment, their development
advantages, and the ways for solving their development problems.

“Namely, the inadequacy of technology that was created in the conditions of
developed countries, when it is transferred to developing countries, is reflected in the
following facts:

- this is too capital intensive and high automation technology (unemployment,

as one of the most important problems, is not solved);

- transferred technology requires a qualified labor force (not the one that is

available in developing countries);

- technology is based on synthetic materials rather than raw materials which are

available in developing countries;

- the offered technology is too expensive;

- the problem of independence is emphasized” (Seneci¢, 1982, p. 89).

In addition, the foreign direct investments have the exclusive focus on the certain
segments of the economy in order to exploit capital-intensive technology, as well as
restriction of the technology usage for the host country development, which lead to the
creation of a dual economic structure. Given the fact that such technology replaces live
labor and increases the role of indirect labor, social problems in the host country are
deepening. This is because the technology owners are motivated by profit maximization,
more than developing host countries.

6 ECONOMICS OF SUSTAINABLE DEVELOPMENT E=1=]
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By internal transfer of technology, technology owners exploit their advantages
abroad and achieve their development goals. The product differentiation policy does not
encourage the development of innovative technological capabilities in the host country.
This leads to an additional social stratification in the host country, due to the policy of
product diversification® is aimed at meeting the needs of the society with high purchasing
power, while ignoring the needs of the vast majority of the population.

For the host country, selection of the appropriate technology represents the key to
further progress, in the conditions when science, technology and knowledge are important
factors of economic development. UNIDO considers that appropriate technology
contributes the most to the achievement of the development goals, in economic and
social terms. It is a technology that increases social wealth, contains elements of the
production process, and includes all complementary aspects of the organization and
management (UNIDO, 1979).

The imported technology should contribute to the development of the domestic
technological potentials and capabilities, as conditions for reducing technological
dependence and achieving overall economic development. For instance, Japan has taken
advantage of the imported technology and on this basis developed research potentials
based on adaptation to local conditions and innovations. In addition, the logic for the
import of technology followed the motto: if there is more expensive import of technology,
the more effort should be invested in research activities. However, in the most developing
countries, this connection is reversed: more expensive import of technology leads to less
investments in the development of domestic research.

In order to achieve the most favorable effects of the technology transfer through
foreign direct investment, it is necessary to ensure the complementarity of this transfer
with the conditions in the host country. The low level of the economic development,
as well as the insufficiently built economic structure and inadequate technological
development policy, logically create the conditions for the transfer of labor-intensive
technologies that require low-skilled labor and a small volume of production. In this way,
the transferred technology would not contribute to achieving the development priorities
of the host country. On the contrary, it would strengthen the dependence on external
factors. Under such assumptions, the importance of the modern technology transfer
cannot be denied, but under the conditions that it contributes to the efficient use of all
material, natural and intellectual capacities of the host country and intensification of its
innovative capabilities.

Technology adaptation to the local conditions in the host country can influence
on the achievement of positive results in the short term, while in the long run, it should
develop its own creative abilities and redirect scientific research in accordance with the
needs and interests of the developing countries. On the other hand, the host country
should focus all its efforts on more intensive technology and development infrastructure,
in order to achieve favorable results from imported technology. The level of the
technological competence determines the type of technology that corresponds to the
achieved development level of the host country.

*> Product differentiation is not based on the creation of new products, but on the modification of
existing products, which includes minor changes in shape, taste and use, which stimulate demand
and create the impression of modernization.
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Another aspect of the technological dependence, which is worth mentioning, is
that the commercial transfer of the technology through the foreign direct investments,
in international terms, is accompanied by the transfer of the entire technological and
production processes.

Transfer of the packaged technological process is attractive and it has positive
effects on the development of the host country, because it is accompanied by the
provision of services related to the technological process, transfer of the production
techniques, the managerial capabilities, marketing, etc. However, on the other hand,
packaged technology disables the host country to get familiar with all its parts and to
develop its technological capabilities. They do not receive complete information about
the production process, but only those that are necessary for the effective execution of
individual operations.

For the technology commercialization by the multinational companies, it is
characteristic that the technology transfer takes place through internal channels, i.e.
from a parent company to branch offices abroad. Thus, in a certain way, the highest
level of control is achieved, since the internal technology transfer allows not to transfer
knowledge about the entire technological process, but only the part that is necessary
to perform the operations abroad. This avoids the danger of discovering the specific
advantages of the multinational companies, as the main stimulus for commercializing
technology through foreign direct investments.

Some policies could promote technology transfer but deter technology diffusion,
or promote technology diffusion but deter technology transfer. With respect to the
contribution of foreign direct investment, multinational companies, as key entities,
usually lose from further horizontal diffusion of their technologies and should be
expected to take actions that thwart that process. On the other hand, that technology
transfer to local suppliers is compatible for multinational companies and some empirical
evidence indicates that vertical linkages between multinationals and their local suppliers
play a crucial role in the industrial development of host countries (Glass, Saggi, Dutt, &
Ros, 2008).

The multinational companies can restrict the diffusion of technology by various
restrictive clauses, thereby preventing the spread of technological knowledge in the
host country. These limitations range in a wide range, and the most significant, from the
aspect of developing countries, are those related to the export prevention.

This often refers to the export bans in general, the export bans to certain countries,
the export restriction to certain countries, through export licenses, export quotas, export
price controls, export licenses only for certain companies, impose restrictions on the use
of trademarks during export. In this way, the conditions for the autonomous development
of the host country are not created, nor create the potential for own scientific research
work, which today appears as a source of progress and a factor of structural changes.

In order to reduce technological dependence, the host countries, that follow the
export-oriented strategy for economic development, should focus efforts on establish the
balance between technology imports and the development of their own technological
potentials. The most favorable development effects can be expected if the acquisition
of the technological knowledge through labor is complemented by own innovations and
adjustments to local opportunities.

Conclusion
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The paper corroborates the hypothesis that technology is transferred internationally
through foreign direct investments by the multinational companies, and provides the
evidence of limiting the economic sovereignty of the national economies in the context
of sustainable development. How domestic companies react on presence the foreign
direct investments might depend on a whole range of country, industry, and firm specific
factors.

Presented empirical evidence highlights the view that the foreign direct
investments represent the most efficient channel for technology transfer and they have
great contribution to the sustainable development of the host country. Some policies
could promote technology transfer but deter technology diffusion, or promote technology
diffusion but deter technology transfer.

One of the most serious consequences resulting from the entry of foreign direct
investments into the host country is the possible danger of endangerment the national
sovereignty, both economically and politically. This danger is even greater if the country
is technologically dependent and socially divided.

Finally, the arguments presented in this paper suggest that foreign direct investments
have considerable influence on the economic sovereignty of the countries and the
technology transfer. It is therefore important to understand and address the consequences
which slow down the sustainable development. The paper can be interesting and relevant
for local and international readers due to it draws attention to these important issues.
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Abstract

Economic growth has long been considered the primary development goal.
Nevertheless, the general progress of capitalism and particularly inadequate
changes in the environment affect the reorientation of the development paradigm
towards sustainability, which encompasses the economic, ecological and social
dimension. The fundamental purpose of this article analyzes the system of values
in society that enable easier development and deployment model of sustainable
development. The emphasis is put on the analysis of the ecological component of
sustainable development. This article relies on a very popular branch in economic
theory, ie economic analysis of subjective well-being. This theory is based on the
assumption that well-being and happiness depend not only on economic factors but
also on other personal factors and wider values, which can include environmental
quality, for example. In the economic analysis of well-being, the consumer
maximizes happiness and the environment is an important element of well-being.
For this reason, the consumer, who has the right values, can be seen as a key factor
in the success of the sustainable development model.
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EKOJIOIKA CBECT U BJIATOCTAIBE KAO ®AKTOPHU
OAPKNBOI PA3SBOJA

Ancrpakr

Exonomcku pacm ce ooasno cmampa npumapnum yumem pazeoja. Onwmu
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oumensujy. Ilpumapuu yus o6oe pada je 0a anaru3upa cucmem 8pujeOHOCMu y
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je Ha amanuzu exoiouwike KoMnoHenme 0opdcusoe paseoja. Pao je 6azupan na
8eomMa NONYIApPHO] eKOHOMCKO] meopuju cybjekmunoz onacocmarea u cpehie koje
He 3a8UCU CAMO 00 eKOHOMCKUX hakxmopa ey u 00 UHOUBUOYATHUX (pakmopa u
Opyeux pedHocmu y Koje ce na npumep mModice YEpCmumu U Keaaumen HCugomHe
cpedune. Y exonomckoj ananuzu 01a2ocmarbd JHCUBOMHA CPEOUHA NPeoCcmas/ba
sadwcan ¢hakmop cyojekmusHoz brazocmarsa u cpefie koo nompowua. Ocoba Koja
nocedyje npase eHUpPOMeHMAanne 6PeOHOCmU, KOja pa36ujery eKoiouKy ceecm
Modce Oumu KbYuHU (akmop ycnexa y UMRIeMEHMayuju Mooend 00pHCUB02
paseoja.

Kuyune peuu: Cyojekmusro 6nazocmarse, Qopacusu paseoj, Exonouwka ceecm

Introduction

The European and other developed economies strive to realize and introduce
the model of sustainable development as much as possible. Sustainable development,
which was first mentioned in the famous Brundtlandovom report of 1987, also known
as “Our Common Future”, is defined by three components: economic (it is necessary to
ensure their own economic development), ecological (focus on sustainability of future
development and reduction of environmental pollution), and social (it is necessary
to ensure proper cohesion in society). Sustainable development, as a model of the
economy, means satisfying the needs of the present generation, but without jeopardizing
the prospects of future generations in achieving the same goal. However, the concept
of sustainable development is implemented very slowly in practice. Sustainable
development is a new techno-economic paradigm that must be based on the new values
of society and consumers, with the focus being on ‘sustainability’. Therefore, the basic
prerequisite for the implementation of a sustainable development model (not only in
its ecological but also in the economic and social component) is the existence of an
appropriate value system in society. The fundamental purpose of this article is to analyze
values, more precisely the system of values in society that facilitate the development
and implementation of a sustainable development model. The emphasis is put on the
analysis of the ecological component of sustainable development. The analysis starts
with the belief that the consumer as an economic entity, besides income, also evaluates
other assets that increase his prosperity and well-being. Namely, from now on, economic
theory has used income (ie gross domestic product - GDP) as a measure for the economy’s
performance. However, the GDP ignores many aspects of ecological, social (inequality,
politics, security, etc.) and other factors. There are many alternative indicators of the
economy that are trying to evaluate well-being. Among them is certainly the most well
known Human Development Index - HDI developed by the United Nations - UN. This
article relies on a very popular branch in economic theory, ie economic analysis of
subjective well-being (Steveneson and Wolfers, 2008). It is based on the assumption that
well-being (as well as the overall quality of consumer life standards) depends not only
on economic factors, but also on other personal factors and wider values, for example,
which can include the quality of the environment as well. That is why economic analysis
is a good starting point and a substitute for neoclassical economic thinking that focuses
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on maximizing consumption. On the other hand, in an economic analysis of well-being,
the consumer maximizes well-being and the environment is an important element of
well-being. The consumer is ready to use environmental products (because of the clean
environment), which increases his well-being because the consumer is the foundation of
successful development and implementation of sustainable economic development. For
this reason, the consumer, who has the right values, can be seen as a key factor in the
success of the sustainable development model.

The concept of sustainable development

Sustainable development achieves a balance between the demands for quality of
life (economic component), the achievement of social welfare and peace for all (social
component), and demands for the preservation of environmental constituents as a natural
asset to which the present and future generations (ecological constituents) depend. For
the sake of achieving sustainable economic development, the focus should definitely be
on sustainable productivity growth as productivity is at the heart of competitiveness. Like
development, competitive advantage must also be sustainable. As such, it is longlasting
and unique and can not easily replicate and imitate. It results from the implementation
of such competitive modes that are unique and different from their rivals, which become
sustainable over time (Porter, 2003). All countries in their strategies still take on such a
development model despite the complexity of the concept of sustainable competitiveness
and sustainable development and many difficulties in their understanding. The risk
that the sustainable development model as a goal will only remain on paper can be
reduced if there is broad support for the concept of sustainable development in society
and, consequently, in politics. As an important support for progress (not just purely
economic), it is also important to increase prosperity in the widest sense of the word. It
is also possible to include well-being in this aspect of progress.

The role of subjetive well-being in sustanable development

Economic growth has been considered the primary goal of economic policy.
Consequently, the performance of a particular country was traditionally balanced with
the level of economic growth and development achieved (measured solely by monetary
measures such as GDP), as it ensures increased income, employment, etc. (Boarini et
al., 2006). On the other hand, sustainable development is a multidimensional process,
which within its framework addresses many issues and problems. Although economic
growth is desirable, the question is how much growth can be achieved, can growth be
controlled and how (Van den Bergh, 2000). The goal of sustainable development is
not to grow at any cost, nor increase GDP at all costs, but its fundamental goal is to
increase prosperity and well-being. Well-being can not be measured solely by standard
methods of GDP measurement, as Stiglitz et al. (2009) and OECD (2005) point out. Such
conclusions have opened up the space to develop alternative welfare measures based on
welfare in the country. Some of the most famous alternative development indicators are,
among others, The Measure of Economic Welfare - The Index of Sustainable Economic
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Welfare - ISEW, The Human Development Index - HDI, The Ecological Footprint -
EF, etc. Ensuring sustainable development in the background intuitively carries the time
dimension, ie it speaks of the ability of the economy to maintain well-being over time.
Wealth in the country is closely linked to the level of satisfaction and well-being of
individuals who live in a certain area for which economics of happiness, also known as
happynomics provides an excellent foundation for the study of sustainable development.
Economics of happiness offers good alternatives for measuring satisfaction and well-
being of people, so it is no surprise that the last two developed alternative indicators: The
Happiness Index of the Planet and Gross National Happiness largely rely on happiness
as an important determinant of well-being and the measure of progress. Namely, revenue
is not as important for people’s happiness, ie economic growth does not increase the
level of well-being. In the seventies Easterlin showed that higher incomes did not make
people happier. This has caused a real small revolution and raises the sound of new
directions in economic theory that warn that the happiness of individuals depends on
many factors (Easterlin, 2005.). There are, therefore, other factors such as democracy,
human rights, health, the proper allocation of resources and others that increase the
happiness of revenue growth (Easterlin, 2004). There are many ways to influence one’s
happiness; For this very reason, people occasionally need to learn to be happy or to
find a magic formula of happiness. Nevertheless, the absence of a clear and always
functional way of achieving happiness should not limit the research that deals with
this issue. In principle, happiness research from the economic aspect can be roughly
divided into macro and micro approach. Macro approach to happiness research most
often refers to comparisons of happiness and economic growth in a particular country.
The most important conclusions can be summarized as follows: If fortune and income
are compared at a certain time, people with more income are more prosperous than those
with less income. But if income increases through time and life cycle, happiness does not
follow such a positive path (Easterlin, 2004). The second approach to happiness research
is that at a micro level. Indeed, if the increase in income (or GDP) does not increase
happiness, the question is positively what then influences the increase in happiness. The
microeconomic approach to happiness most commonly refers to subjective measures:
ask respondents of assessment of subjetive well-being and life satisfaction (Conceicao
and Bandura, 2008) on certain charts. It should be noted that micro analysis of happiness
does not say that economic factors (such as income) are not important at all, but
emphasize the very strong influence of other uneconomic factors of well-being, such as
social capital, loyalty, trust, motivation and the like (Frey and Stutzer, 2002). Although
advances have been progressively advanced to the present day of research, they are
still limited to certain problems, such as the lack of a single measure that would suit
everyone (White, 2006), or the fact that happiness is not a static variable. Furthermore,
it is sometimes difficult to identify all the determinants of happiness because it can be
viewed as an attitude/feeling of an individual but also as a characteristic of a group,
community, society, nation, state and so on (White, 2006). The main problem of micro
access to happiness research can be summed up as follows: happiness determinants
are constantly changing, and subjective satisfaction (ie welfare in the broader sense)
varies over time to each individual. However, the problems that arise when measuring
happiness do not diminish the importance of such research. The happiness of a citizen
should really be the center of economic and other interests of the state: happy people are
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more optimistic, better and more productive workers, more social and entrepreneurial,
tend to be more successful in private, economic and social activities, are more likely to
social interaction and are characterized as happy by friends, family and superiors (Frey
and Stutzer, 2002). Therefore, decision makers in the state really need to be able to find
out what makes people happy and which factors ultimately affect the happiness and well-
being of citizens.

Environmental awearness

Numerous attempts have been made over conceptual and operative definitions
of the notion of ecological awareness during the last decades. This theme dealt with
and other scientific disciplines: first of all, psychology, sociology, political science,
environmental studies and business research. Various measuring instruments have been
used, which vary considerably depending on the extent to which various ecological
issues (population control, natural resources, energy savings, etc.) and depending on
the implicit or explicit assumptions of ecological awareness components are used. The
notion of ecological consciousness to most people is intuitively clear and understandable,
but one can conclude that there is no generally accepted clear definition or even clearly
defined terminology. In the literature, different terms can be found for the same term,
such as environmental awareness, environmental consciousness, environmental concern.
In some cases it does not even make a difference between attitude and behavior, so the
terms are equated with terms such as: environmental responsibility and environmental
behavior. Ecological awareness can be broadly defined as an attitude that is related to the
consequences of human behavior on the environment. Starting from the usual definition
of attitude, ecological awareness is a pretext for reacting to ecological problems in a
special way (Rosenberg and Hoyland, 1960). It is an element of an individual system
of values and beliefs and is part of the social consciousness. Ecological awareness can
be the predecessor of ecologically oriented behavior. However, even when people are
ecologically aware, they do not necessarily have to behave ecologically. Ecological
awareness is, therefore, the first step towards becoming a green consumer. If ecological
awareness (as an attitude) is supported by real ecologically oriented behavior, ecological
responsibility can also be said. In other words, ecological responsibility consists of
a positively oriented approach to the environment, and an appropriate ecologically
relevant behavior. In order to explain the relationship between ecological awareness and
behavior, psychologists have developed a number of models that try to explain what
ecological awareness is all about. A three component model of attitude can be applied to
illustrate these factors. Ecological awareness, therefore, is a multidimensional term with
a cognitive, affective and conative component (Dembkowski and Hanmer-Lloyd, 1994).
Some authors have studied the individual impact of each of these components, while
others think that their mutual influence is too strong and therefore they have developed
instrumental instruments that use all three components simultaneously without a clear
delineation between them. In short, the cognitive component consists of what people
think of someone or something (whether they are right or not). The emotional component
consists of feelings towards some or something, while the third intentional component is
intended to act in a certain way and is sometimes referred to as a behavioral component
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(Fraj and Martinez, 2007). According to Stone et al. (1995) it is possible to say that the
first two components form and direct the third behavioral component. If consumers are
eco-oriented, ie if they choose and use green products, they will determine how they
will produce. In this way, the existence of green consumers is crucial to the successful
development of a sustainable economy (Heiskanen and Pantzar, 1997, Hobson, 2002).
This implies the existence of such a consumer whose ecological dimension is a value
and thus increases his happiness and well-being. Cogoy (1999), among the first in the
macroeconomic context, touched on the issue of non standard consumer, ie consumer
who did not maximize consumption, but its impact on spending on economic growth and
development and the ability to develop a sustainable economy. First of all, ecological
aspects affect the happiness of an individual because they easily enter and influence the
equation of happiness through his personal values. Finally, of course, the quality of the
environment and ecological issues affect the general social climate, institutional changes
(for example, the Kyoto Agreement) and political interests, thus affecting consumer
well-being and the third, that is, the social determinant of well-being.

Conclusion

Economic growth is considered a primary goal of development. Nevertheless, general
progress of capitalism and in particular inappropriate changes in the environment affects the
reorientation of the development paradigm towards sustainability, which encompasses the
economic, ecological and social dimension. Sustainable development model was accepted
by politicians and national development strategies, and ‘sustainability’ has already become a
vanguard. However, the implementation of the model itself lags behind the desired plan due
to several obstacles: complexity, lack of understanding, costs, lack of political support for
undesirable (expensive) changes and so on. The model can be successfully implemented only if
the public is aware of its dimensions or values of the components of sustainable development and
is ready to support the model in its spending structure, which encourages companies to shift to
sustainability. This also implies that economic entities, consumers and companies, generally, in
addition to the economic component of development, are also valued ecologically and socially.
Consequently, progress is no longer appropriate to measure within the economic dimensions
(GDP) but new measures need to be used; perhaps well-being that includes all dimensions
of sustainable development. The article focuses on the ecological aspects of sustainable
development; however, given the multidisciplinary nature of the concept of sustainability as
well as the socio-economic changes facing the country, the government can have a significant
impact on all aspects of sustainable development, not just in ecological terms.
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DIMENSIONS OF SUSTAINABILE OF DEVELOPMENT?
Abstract

Sustainable development dimensions are economic sustainability, environmental
sustainability and social sustainability. The social dimension of sustainable
development implies that one can not say that the development is sustainable if it
is not equitable or if it does not meet the needs of the majority of the population
on Earth. Sustainable social development is integrated process of building human
capacities in the sense of: combating poverty, creating productive employment of
people, promoting social unitication, and effective and all-available health care
and education, crime prevention and negative social phenomena, democratization
of all forms of social life and change of consumer habits and needs. Environmental
protection - ecological dimension - means acquiring such knowledge that would
enable the benefits of a healthy environment to be appreciated, maintained and
developed. The above mentioned dimensions (economic, social and ecological) of
sustainable development express at the same time the basic starting points of this
idea: firstly, human beings have the right to live (have) healthy and productive life,
in harmony with nature; Secondly, states have the sovereign right to use natural
resources in accordance with their concept of development, but in a way that does
not damage the environment of other countries, and third, in order to solve their
ecological problems more efficient, international cooperation is necessary.

Key words: sustainable development, ecological challenges, social risks, ecological
economy, poverty and social exclusion
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JUMEH3UJE OJAPKUBOI’ PA3BOJA

Ancrpakr
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pasymesa cmuyarse maxKeoe 3Harba Koje ou omozyhuno oa ce npedHocmu 30page
Jlcueomme cpeoure ,,yene ", oopacasajy u paszsujajy. Haseoene oumensuje (exo-
HOMCKQ, COYUJANHA U eKOJIOWKA) U3PAIICABA]Y OCHOBHA NONAZUWIMA KOHYENnmd 00p-
JIcUB02 pazeoja: npeo, wyocka buha umajy npago Ha 30paes u nPOOYKMUBAH HCUBOM
Y XapMOHUju ca npupooom, Opyeo, Opicase umajy Cy8epeHo npago 0d Kopucme
npUpoOHa 602amemaga cxo0HoO c60joj KOHYenYuju pazeojd, aau Ha HaYuH 0a mume
He wimeme HCUBOMHO] cpeduru Opyaux 3emasma u mpehe, y yunsy 6ome peuiasaroe
EKONOWKUX NPodieMa je Heonxoona melhyHapooHa capaora.

Kuyune peuu: oopowcusu paseoj, ekonowiku u3azosu, CoOYyujaitu pusuyl, exo-
JIOWKA eKOHOMU]d, CUPOMAUUMBO U COYUJANHA UCKDYUEHOCH

Introduction

From socio-ecologicall point of view, the character of changes in scientific and
technological civilization is closely related to the relationship between people their
environment. Determination of this relationship also includes the need to harmonize
different aspects of social, economic and technological development with the criteria
of ecological optimum. Unlike the aggressive and imperial relation of man and society
towards nature which leads to the exhaustion of nature and the dehumanization of
society, in the post-industrial and future “ecological” society, the need for maintaining
and “creating” nature (adaptation of nature and culture) will appear. The new
ecological paradigm of sustainable development also becomes general paradigm of the
develompment.

In the first part of the paper we will point out on the term or definition and indicators
of the sustainable development phenomenon . In the second part of the paper, we will
expose the social aspects of sustainable development that address the various types of
risks in  modern society whose resolution is the assumption of sustainable economic
and any other form of development. About the importance of adopting ecological values
... we will speak in the third part of the paper. At the end of the work we will give our
conclusion.

The main characteristics of the concept
of sustainable development

The concept of sustainable development is the prevailing paradigm of development
at the end of the second and the beginning of the third millinum. As European and also
the world socio-economic development concept, the concept of sustainable development
includes integral economic, technological, social and cultural development harmonized
with the need for the protection and improvement of environment that enables current
and future generations to meet needs and improve the quality of life. The shorter
definition of sustainable development was given by American sociologist Lester Brown
in 1987: “Sustainable development is a development that meets the needs of the present,
and at the same time, does not jeopardize the ability of future generations to meet their
needs” (World Commission on Enviroment and Development, 1987: 43). In this sense:
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sustainability is critical concept.

sustainability is the responsibility of maintaining a human species.

sustainability is acomplex, holistic concept.

sustainable development means sustainable society.

sustainability suggests the end of wealth of industrial society.

sustainable development means the end of the ideology of uncontrolled

economic growth.

7. sustainable development is process in which global society lives in harmony
with its environment.

8. sustainable development is inseparable from the concept of social
sustainability.

9. sustainability is the concept of active participation.

10. sustainability appears on global and lokal level.

11. sustainable development is not objective, but process of reaching to better

society (Hafner, 2008-2009).

AN

The concept of sustainable development is not new and draws its roots from the
period of classical economic thought in the works of Smith and Ricard (Pivasevic, Hafner,
120). However, this problem comes inthe focus of the public when the world economy was
shaken by problems related to oil shocks, the jump in energy prices, inflation, the scarcity
of natural resources, and the rapid growth of the world’s population. Economist Robert
Solou points to a demand for intergenerational equilibrium in the enjoyment of natural
assets so that each generation must have the same right to enjoy the benefits of nature or
the environment. The development model that provides this, as Solou points out, can be
considered as sustainable development (Kula, 1998). The most important definition of
sustainable development is the one proposed by the Brundtland Commission: Sustainable
Development is the development that satisfies the needs of the present, not endangering
the ability of future generations to meet their needs (World Commission on Enviroment
and Development, 1987). The Bruntlend definition of sustainable development includes
two basic concepts: (1) concept of needs and (2) concept of constraints. The first concept
refers to achieving or maintaining acceptable standard of living for all people, while
the other concept advocates the use of environmental capacities in accordance with the
achieved level of technological development and social organization. The concept of
needs is the basis for intragenerational justice, while the concept of constraint is based
on intergenerational justice.

This idea of sustainable development has general character, and can serve as guide
in the process of defining national and global politics. However, the report of Brunthend’s
Commission has at least fourfold significance:

- First, the concept of sustainable development, seen as satisfying present needs
without compromising the ability of future generations to meet their own
needs, highlights the evolutionary nature of this concept, that is, sustainable
development is process of change in which resource exploitation, investment
management, technological development and institutional change must be
consistent with future, and not just with current needs.

- Secondly, the report Brunthend’s Commission emphasizes the importance
of international cooperation, but also points on the difficulty in achieving
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this cooperation, which is most succinctly be expressed attitude: ,,The
country is one,but the world is not” (World Commission on Enviroment and
Development, 1987).

- Third, Brunthend’s Commission stressed the need for strengthening national
environmental agencies, institutions and organizations.

- Fourth, Brunthend’s Commission proposed the adoption of the UN Program
on Sustainable Development and the holding international conference
on environment and development.From the point of view of ecological
management and ecological economy, sustainable development can be
defined as “managing the resources of the Earth in a way that ensures their
long-term quality and sufficiency”.

The social dimension of sustainable development

The study of social changes that pervade our civilization and directions of
their development, research quality and level of acceptance of changes, as well as
consideration of resistance and social change carriers, necessarily has to do with the
analysis globalization risk and uncertainty of historical processes. In this complex of
global social changes, ecological changes contain the greatest potential of developmental
uncertainty, anomaly, and entropy of world society. That is why contemporary world
society is a kind of risk society. This is supported by the tendency of increasing manifest
and latent consequences of different forms of globalization risks (natural, social,
economic, ecological, etc.). Their basic characteristics are following. First, globalization
risks have processual nature. Second, they are the result of complex sequences of causes
and consequences associated with the chain of events. Third, globalization risks, as the
name implies, express global character. Risk society requires careful attitude towards
risks, their identification, control and management (Malesevi¢, 2002, 275-6).

Because of the multitude of risk in modern times, the German sociologist Ulrich
Beck’s named contemporary society risky society in which exist various risks of everyday
life caused by: 1) desire for wealth, thus causing environmental and technological risks,
2) impoverishment and destruction of nature, and 3) development of Global Weapons
of Mass Destruction (nuclear, biological, and chemical weapons). In contemporary
history, human civilization has never been in such dependence on the solution of global
ecological challenges and the harmonization of relations in the human-society-nature
system.

As prominent professor at the University of Michigan, Urlih Bek in the studies
“The Society of Risks” (1992) and “Ecological Paradigms in the Risks of Risks” (1995)
set up the theory about the “risk society” that arises in the conditions of globalization and
the overcoming of the old industrial society. The emergence of scientific technological
civilization, says Beck, causes the emergence of completely new social and technological
risks, until then unknown in the history of civilization. In addition to the global ecological
risks that threaten the survival of mankind, the book also lists number of everyday life-
threatening situations in which modern man can be found (the risks of marriage and
the family - enormous number of divorces). Uncertainty of everyday life and the risks
that can occur points out on the need for society manages risks, which becomes part of
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modern development policy. Beck also draws attention to the importance and role of civil
society institutions in regulating and reducing risk levels and managing “risk societies”.

There is no doubt Beck contributed to the actualization of diverse risks (natural,
economic, social, technological) as concequence of rapid scientific and technological
development (Back, 2011). Beck believes that risks arise also as result of changes in
people’s daily lives: changes in work patterns, increasing job insecurity, decline in the
influence of tradition and custom on self-identity, the collapse of traditional family forms
and the democratization of personal relationships (Gidens, 2005, 73-4). The risks thus
produced are working in global context. Therefore, it is of particular importance to
identify risks, to control and manage risks. Monitoring natural, technical and social risk
generators or risky behavior becomes the most important task of contemporary society.
In this regard are efforts to define the procedures for the organization and management
of risks and accidents (in the context of environmental management according to ISO
14000) with the goal of their prevention, sanations and sanctions (Malesevic, 2002-2003,
13). The risk society in the conditions of globalization becomes universal phenomenon,
thus creating the concept of “global risk” (Miti¢, 2000, 13). Therefore, the scientific
analysis of problems arising with the emergence of risk society in the first place puts the
technical dimensions of development and the application of science and technology in
contemporary civilization, as well as a qualitative analysis of the trends and tendencies
of the globalization process of world society.

The following global risks that perceive modern civilization are poverty and
social exclusion the main problems of mankind, because at the same time they appear
as developmental contradictions of developed societies and regions of the world, but
also the burning problem of semi-peripheral and peripheral societies. The societies in
transition, especially the Serbian society that is in the process of late transition, are also
heavily burdened (Hafner, 2015).

As result of the spread and deepening of poverty in the world and its survival over
a longer period of time, kind of cultural pattern of behavior and the lifestyle of people
appears, the culture of poverty emerges.

The culture of poverty planted in vulnerable social groups in the least developed
regions of the world but also within some developed countries with strong social
inequalities. The emergence of the culture of poverty is also present in transition
societies, including Serbian society (Hafner, 2007, 220). The culture of poverty includes
norms and values which the poor people and social groups adhere to in their everyday
life. The norms and values of the culture of poverty make the social and cultural pattern
and lifestyle of the poor.

The inability of individuals and social groups to participate in important social
processes of work and economy, political processes, education, health care as well
as institutions and organizations that crystallize these processes is the essence of the
problem of social exclusion. As the form of human separation and discrimination, social
exclusion is general cause of poverty. Conversely, poverty essentially causes social
exclusion.

The connection between poverty and social exclusion of people and social groups
is more evident in the consequences that these phenomena create in our country and in
the world. The inability to educate and to access to elite educational institutions couses:
difficult employment, insufficient participation or even complete absence in political
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and social life, maintaining a large social distance towards poor and socially excluded
individuals and social groups, the problem of the integration of socially excluded and
poor social groups into the global social system, or the difficulty in accepting the value
and normative system of society, reducing the quality and length of the average age of
the poor and socially excluded (www. inkluzija/5.8.2014.)

The urgency of resolving the problems of poverty and social exclusion can be seen
on the basis of statistical indicators of our global organization investigating the tendency
of development of these phenomena:

- Of the 7.3 billion people in the world , every day, we have about billion

hungry people

- Even 2.5 billion people live with less than $ 2 a day (the limit of absolute

poverty)

- Hunger, malnutrition, illnesses (malaria, swine flu, smallpox, tuberculosis,

prickly flu, AIDS, etc.)

- 1.4 billion people live in extreme poverty

- Poverty in Asia is being reduced due to economic development- In the EU

about 16% of people live below the poverty line
- Most of the poor in the EU live in Romania, Bulgaria, Spain.- In Italy, about
29% of the population is poor

- In Germany, social problems are compounded, about 13% of the population is
poor, and large number of young people are excluded from economic life and
live from the state aid (EUROSTAT 5.8.2014.).

Foundation International Red Cross has submitted a report on the humanitarian
consequences of the economic crisis in Europe 11/01 2013 In the general assessment
of the situation, the Red Cross’ organization notes that the crisis has led to the most
difficult situation in Europe in the last 60 years. In addition, the Red Cross also notes
unfavorable tendencies: the poor have become even poorer, new categories of the poor
have appeared, and the health status of the population of Europe has been weakening.
This picture of the world, in terms of the poor and socially excluded, sets moral and
development challenges for overcominf the situation. Enormous wealth disproportions
in small portion of the world population and increasing poverty and impoverishment of
the vast majority, are source of social instability and social conflicts and obstacles in the
democratic and human development of mankind (Hafner, 2015).

The European Union has recognized as its development obligation fight against
poverty and social exclusion, and the development of social inclusion policy (inclusion)
and social protection of vulnerable population groups. This policy is not necessarily
associated with different sectoral policies (employment, social protection, education
development, and health policy), because of the complexity of the problem of poverty
and social exclusion errors (Vukovi¢, Babovi¢, Vukovié¢, 2009).

On the road to the EU, what is the goal of developing Serbian society, our society
has obligation to radically reduce poverty and develop projects for social inclusion of
recognized categories of population (,,The monitoring of social exclusion in Serbia,
2012%).

Building sustainable societies at the national, regional and world level is not
possible without creating a dignified life for all people. The greatest value of sustainable
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societies is in their socio-economic balance and the creation of various opportunities for
poverty reduction and inclusion of all people and social groups in all important processes
of social life.

In implementing the policy of European integration of the Republic of Serbia
for meeting the criteria of sustainable development and creating sustainable society,
necessary condition is to respect the principle of accountability. By complying with this
principle, the conditions for faster and better realization of setted goals will be created,
as well as the control and elimination of social and environmental risks, which are very
expressed in Serbian society.

As the biggest social and environmental risks in creating the conditions for
sustainable development and inclusion in European integration flows, the following risks
are emerging:

- The risk of poverty and economic underdevelopment,

- Risks of unbalanced regional and demographic development

- The risks of environmental pollution due to underdeveloped ecological waste

management practices (Hafner, 2013).

The ecological dimension of sustainable development

Modern civilization is burdened with different challenges (ecological, political,
religious, demographic, spatial, ethical, developmental). In addition to creating conflicting
situations, different challenges have negative impact on the quality of life in all societies.
However, ecological problems at the planetary level represent the most difficult global
problems. As the most difficult global problem of civilization, ecological challenges are
the subject of multidisciplinary researches. In comprehensive observation of ecological
problems, it is important to observe latent (hidden) and manifest (emerging) social
causes of environmental problems. Nature and the environment that surrounds us is not
itself cause of environmental problems. Only human species (man, society) is able to
endanger their own survival by their destructive attitude towards the nature and the living
environment. Environmental problems threaten the survival of the human species on
planet Earth and in its extreme form environmental problems can cause environmental
disaster and complete disappearance of all forms of life.

Today, ecological problems are largely caused by an anthropocentric and neoliberal
model of social and economic development that ignores the ecological right of all living
beings to a healthy natural and environmental environment. Environmental problems
are intertwined by the most developed societies that are at a disagreement between
the demands for social benefits and increased allocations for solving environmental
problems, on the one hand, and the imperatives of the neo-liberal economic model and
entrepreneurial aspiration for lowering costs and increasing economic efficiency and
profit, on the other hand.

Taking into account the different character and intensity of the impact of certain
factors we consider that the most important global social causes of environmental
problems in contemporary society includes the following causes:

- the character of a neoliberal economy that neglects or indescribes the need for

environmental protection
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- uncoordinated demographic growth, stigma migration, uncontrolled
urbanization and uneven spatial distribution of the population

- industrialization and transfer of dirty technologies from developed into
undeveloped parts of the world

As a reflection of the manifestation of ecological problems, there are numerous
ecological changes: climate change caused by pollution of the atmosphere, emission of
harmful gases, ozone layer damage, which causes the effect of “greenhouse”, temperature
increase, etc.), degradation of natural resources by exhaustion of fossil fuels, pollution of
air, sweet and salty water, erosion and soil erosion, reducing the diversity of biodiversity
by extinct numerous plant and animal species, and deforestation and the expansion of
desert areas.

Environmental challenges primarily determine the survival of contemporary
society in economic, political, scientific, technological and cultural terms. The central
issue in these changes is to create ecological value of new environmental paradigm of
development as the basic change of the society and the economy that lead to development
of'ecological economics. Environmental values are fundamental individual and collective
norms and cultural ideals in our time that, in addition to the general social impacts on
creating an ecological economy and reducing and controlling and managing the risks of
modern civilization, are:

- the reconciliation of society and nature by abandoning the existing imperial

relation of human civilization towards the living and the natural environment,

- directing the economy to the ecological economy and changing the economic
paradigm of economic growth at all costs, including the reckless exploitation
and pollution of nature,

- institutional building of modern society in its various segments from the point
of view of reducing globalization risks (ecological, economic, technological,
political, etc.)

- quality socialization of person,

- stabilization and integration of social relations at the national and world level,

- turning mankind towards optimal ecological policy and sustainable
development strategy

Conclusion

The concept of sustainable development is a relatively new concept that has been
introduced in order to overcome the shortcomings of previous models of development;
first of all, neglect of environmental issues. Sustainable development seeks to establish a
balance between the various dimensions of the development of economic, environmental
and social. However, despite the wide use of the term, it is necessary to better understand
the concept of sustainability in order to facilitate the implementation of this model of
development.

Sustainability of economic activity, obviously, based on differing grounds. In the
first place, there are strong moral reasons that today’s generation leaves the descendants
in the heritage no less chance for development than it has now. This means that the
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present generation of people should not degrade the planet Earth, with all its potentials.
The right of the present generation to use resources and the environment should not
endanger the same right of future generations. The second group of reasons for the
sustainable development of the ecological nature. In fact, if the nature is a value in itself,
that is, if biodiversity conservation (or stock of natural resources) is justified in the view
that man is part of nature, and that one has no right to irrevocably change, then every
aspect of economic activity that violates the diversity of the living world, or the wealth
of resources, can be considered unacceptable. The reason for justifying the concept of
sustainability often involves economic argument saying that sustainable development
more efficient. In other words, non-compliance with the concept of sustainability would
lead to more inefficient economic development, in the sense of increasing waste of
resources and energy, and a long-term deterioration of the relationship between increasing
needs of the people and limited resources. It can be said that sustainable development
represents general direction, the desire to create better world through the balancing of
social, economic and environmental factors.

The main objectives of sustainable development are thus reduced to the following.
The concept of sustainable development is focused on the conservation of natural
ecosystems and the rational use of natural resources and the associated with this on
improving the quality of the environment and quality of life. Sustainable development
implies that man preserves nature on sustainable basis and to uses it as much as it permits
its reproduction. If nature is exploited uncontrollably and excessively in relation to the
capacity of the environment, then it leads to a disturbance of ecological balance and
ecological disasters. The concept of sustainable development puts in the first place the
quality of the environment.

Based on the set objectives of sustainable development, the role of the State is
clear. The interaction of the state and the market is of primary importance because it
allows meeting the needs of people in a way that does not endanger the environment
and the right of future generations to live in preserved environment. Environmental
problems are problems of external nature justifying state intervention in the market of
natural resources. In other words, sustainability implies the complementarity of market
mechanisms and state intervention.
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Abstract

The most important condition for the sustainable development of agriculture is
the introduction of organic production, which is closely related to the increase in
agro-biodiversity. Based on the principle of preserving the environment, organic
farming provides agricultural and food products of high quality and health safety.
It is the form of agriculture that provides ecological balance, improvement of
the social status of farmers and at the same time achieves significant economic
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AbcTpakT
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Introduction

The process of globalization of the world economy imposed on the economic policy
makers of all countries the obligation to implement the goals of sustainable development.
Discussions on the sustainable development of the world economy were initiated
primarily because of the risk of significant damage to the environment. Globalization
contributes to the spread of international production standards that have been created by
world organizations and institutions. But the impact of this process is not unique. On the
world stage, negative effects on the ecological development of primarily less developed
countries can often be manifested, primarily taking into account the migration of dirty
technologies, which is justified by the need for their faster economic growth.

The sustainability of agricultural production means achieving high yields and
profits without degrading the natural resources. Modern agriculture tends to restore
destroyed and the conservation and rational use of existing natural resources for the
economical production of sufficient quantities of quality food in the context of sustainable
agriculture (Vasi¢, 2013).

Sustainable agriculture ensures the protection of agricultural resources, biodiversity,
as well as the diversification of agricultural production (Tomi¢, Popovi¢, Subi¢, 2009).
It continues to affect the harmonized territorial development, as well as the overall
sustainable development. Multifunctional, sustainable agriculture has an important
function in the protection of natural resources, ensuring market competitiveness and
successful diversification of activities guaranteeing balanced economic growth (Tomié,
Popovi¢, Subic¢, 2009).

The main objective of the review is the specification of the most important aspects
of sustainable agricultural development in the Republic of Serbia, with a special emphasis
on organic production and its potentials.

Importance of agro-biodiversity and organic production
for sustainable agricultural development

The important strategic direction of sustainable agriculture is to encourage diversity
in agricultural areas and effective management of biodiversity. Agro-biodiversity is the
diversity that exists within the agricultural production and the living world, which is
used in human nutrition (Vasi¢, 2013, p. 45). It refers to the biological diversity of plants,
animals and micro-organisms important for agricultural production, as well as to human
and animal nutrition (Filipovi¢ & Ugrenovi¢, 2013).

Agro-biodiversity implies the choice of varieties and species that are desirable,
bearing in mind economic and environmental aspects of sustainable agriculture. The
high diversity of ecosystems allows for faster recovery from the changes occurring
under the influence of sudden disorders and faster establishment of the basic functions
(Oljaca, 2013, p. 4). This further contributes to the conservation of resources and species
composition. Stable and diversified production enable the environmental protection and
food safety.

Special danger to the sustainable agricultural development is the development
of monoculture production and disruption of biological diversity. Due to the migration
of rural population to the cities, there was a disappearance of local varieties. Just old
varieties are surviving thanks to the favorable characteristics of those sites, tradition,
nutrition of the local rural population, as well as adequate climatic conditions. Gathering
wild foods, growing locally adapted varieties and eating from the local ecosystem are
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practices that continue to be part of civilizations and cultures; their potential value for
food security and rural development has been recognized (Toledo & Burlingame, 2006,
p. 478).

Diversity has an important role in preserving the stability of the ecosystem.
Therefore, maintaining and enhancing biodiversity is one of the most important
conditions for sustainable agricultural development. Implementation of agro-ecological
measures into agricultural policy of one country, which part is organic farming, ensured
biodiversity protection (Simi¢, 2017, p. 28).

In the case of monoculture agricultural production there is a conflict between
economic and environmental objectives of agriculture. Monoculture production refers to
the production of only one type of agricultural product. On the other hand, sustainable
agriculture requires that the protective chemicals substitute plants. This certainly does not
correspond to the short-term (profit) goals of manufacturers of conventional agricultural
production, due to the difficulty of applying machinery in these conditions, although this
reduces the number of harmful organisms and create the conditions for the development
of good microorganisms.

Reduction of soil fertility is still one of the consequences of monoculture
production, which is motivated by the realization of a higher profit, as a key objective in
market economies. In the conditions of globalization of the world economy, production
tends to be monoculture, in order to obtain the effects of increased production efficiency
(economies of scale). Industrial food production and hybrid species should not completely
replace local, organic food production. In addition to the globalization of agriculture, as
essential determinants that influence the growth of monoculture production cited climate
change and the need to meet increased demand for food growing population. However,
this disturbs the agro-ecosystem sustainability, security of agricultural and food products
and diversification of organisms in nature.

Systems of sustainable agriculture, which include organic production, introduce
biodiversity increase as a necessary measure to increase productivity and protect agro-
ecosystems (Oljaca, 2013, p. 3). This production is fully based on ecological principles.
Applied method of organic agriculture protects and saves biodiversity: preservation of
the local population and species - autochthonous and domestic, introducing less present
varieties and species in production, introduction of crop rotation (increased biodiversity
in time), using intercropping and buffer zones (Simi¢, 2017, p. 28).

Organic farming is the most important condition for sustainable agricultural
production. It presents a comprehensive production management system of agri-food
products, which combines good agricultural practices, a high level of biodiversity,
preservation of natural resources, as well as the production method in accordance
with the commitments of certain consumers for products whose production are used
natural substances (Radosavljevi¢, Gajdobranski, Krmpot, 2014, p. 20). On the other
hand, Sundrum (2001, p. 1) gives the definition of organic livestock production: organic
livestock farming has set itself the goal of establishing environmentally friendly
production, sustaining animals in good health, realizing high animal welfare standards,
and producing products of high quality.

Organic production allows for higher and more stable income to farmers, unlike
conventional markets of agricultural products which are considerably more unstable and
which form a lower price (Seufert, 2012). In this way, organic production has positive
implications on the economic status of farmers. In addition, it provides the protection
of human health (social aspect), and environmental protection. On the other hand,
genetically modified food production disrupts the environment and natural biodiversity.
Increasing agro-biodiversity, as well as the production of organic food, is in the function
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of development of rural areas. All this testifies to the close connection between agro-
biodiversity and organic production. Sustainable farming systems such as organic farming
are now seen by many as a potential solution to this continued loss of biodiversity (Hole
et al., 2005, p. 1).

Potentials of organic agriculture in the Republic of Serbia

In the agricultural development strategies of many countries, structural changes
and sustainable development are the main strategic goals of this sector. Accordingly,
consideration of the role and importance of organic agriculture is gaining in importance.
In the SWOT analysis of the agricultural sector of the Republic of Serbia, organic
agriculture is marked as a chance to be used. It is a form of agricultural production that
significantly improves the structure of production and exports, as well as their value.
In addition to the economic effects of higher foreign exchange earnings, there are other
reasons why organic agriculture is among the development priorities:

- Production of high quality food,

- Use of renewable energy sources,

- Use of natural means of protection,

- Environmentally friendly production,

- The possibility of achieving higher revenues in relation to conventional

production,

- Activating the unemployed labor force in rural areas.

The Republic of Serbia has good conditions for the development of organic
agriculture. Simonovi¢, Mihailovi¢ and Jankovi¢ (2017, p. 21) consider that in Serbia
there are natural conditions for the development of organic agriculture, which are seen
primarily in unpolluted agricultural areas, as well as in the existence of households in
mountainous areas with a rounded cycle of plant and livestock production.

Overall areas under organic production in Serbia are constantly increasing (Table
1). However, relative to the total land used, it is a very small percentage of 0.44, which
places Serbia at the bottom of Europe (along with Bulgaria, Romania and Macedonia),
bearing in mind Figure 1.

Table 1: Overall areas under organic production (in ha)

Overall areas under organic

Year .
production

2010 5.855
2011 6.335
2012 6.340
2013 8.228
2014 9.548
2015 15.298

Source: Simié¢, 2017.

32 ECONOMICS OF SUSTAINABLE DEVELOPMENT E=1=]



©Society of Economist “Ekonomika’ Ni§ http://www.ekonomika.org.rs

Figure 1: Organic production in European counties (2015, in percentages)
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Source: Eurostat, 2017.

The structure of organic plant production in Serbia (as the dominant branch of
agriculture) is shown in Figure 2, and in Figure 3 (more detailed classification, by arable
land). Crop production covers 72% of the total area under organic production; production
of fruit covers 25% and vegetables are grown on only 3% of the overall areas under
organic production. Emphasis should be placed on the relative increase in the share of
fruit production, as a type of plant agricultural production with higher added value.

Figure 2: Structure of organic plant production in Serbia (2014)

Vegetable
production

Fruit production
25%

Crop production
72%

Source: Kalenti¢ et al., 2014.
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Figure 3: Organic plant production in Serbia (in ha, arable land, 2015)
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Source: Simi¢, 2017.

The economic benefits of organic agriculture can be achieved through exports,
since these are products that are several times more expensive than conventional ones.
Organic products are mainly exported to the European Union market (above 70%),
which is a high-income consumer market.

Table 2: Export of organic products by country in 2015

Country Export value in EUR Participation
511111;:1) pean 13.787.417 70,4%
USA 4.269.38 21,8%
EFTA 724.198 3,7%
Other 596.866 3,0%
CEFTA 195.519 1,0%
Total 19.573.389 100,0%

Source: Simi¢, 2017, p. 41.

When we observe the total value of exports of organic products of the Republic of
Serbia, there is a drastic rise in 2013 and 2015. (Table 3).

Table 3: Export value of organic products (in millions of EUR)

Year Export value in millions of
EUR
2012 3,74
2013 10,7
2014 11,2
2015 19,6

Source: Simi¢, 2017, p. 41.

Table 4 shows the most important export product groups for the latest available
year. Fruit organic products are mostly exported to the world market. Based on this table
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and the structure of organic plant production, it is noted that the crop products are almost
completely spent on the domestic market.

Table 4: Exports of organic products by product groups in 2015

Value S
Participation
Product group o

(in EUR) (in %)
Fruits 17.082.205 87,27%
Fruit products 2.115.178 10,81%
Mushrooms 172.239 0,88%
Spices 62.570 0,32%

Source: Simi¢, 2017, p. 41.

Organic production is considered a good prospect in further economic development.
It is especially important in the good positioning on the world market through the creation
of recognizable brands. The state should recognize the interest of development of organic
production and to define it as one of the basic development goals (Birovljev & Kovljenic,
2015, p. 121). In addition, it is necessary promotion by various social actors such as
Ministries, Associations, Faculties, Universities, non-governmental organizations.

Conclusion

Sustainable agricultural development has organic production on its basis. Together
with increasing agrobiodiversity, organic agriculture presents the main condition for
sustainable agricultural development in Serbia.

Benefits from this production are realized by:

- Farmers (higher market revenues),

- Consumers (higher quality, nutritional value and health safety of food),

- Environment (preservation of natural resources, ecosystems and biodiversity).

Also, the abandonment of rural areas and agricultural land is prevented and it
allows for greater employment in these areas. The country can generate higher export
earnings and thus increase its participation in the world trade.

The research has shown that the basic aspects of sustainable agricultural
development are closely linked, that organic production and the promotion of biodiversity
are engines of sustainable development in this field, and that despite the increase in
organic production area, there is still a small percentage in relation to European countries.
The unfavorable situation is that in the structure of plant production, the majority
of the products are crop products. However, when it comes to exports, the export of
fruit production is dominant and this trend should continue. By increasing the organic
production of fruits, the necessary structural changes in agriculture can be initiated.

The European Union is the main destination for the export of the organic products.
But in order to prevent dependence on one market, regional diversification needs to be
done. This is possible because there is a trend of increasing the total value of organic
agriculture production and exports.

Organic production is considered a perspective in almost all sustainable
development strategies. The development of organic production, besides contributing to
environmental protection, also affects the level of competitiveness of agriculture.
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GREEN MARKETING AND GREEN PRODUCT
Abstract

The environmental issues are a major topic nowadays as nearly every country,
government and society has started to be more aware of these issues. This has led
to a trend of green marketing used by firms as one of the strategies, in order to gain
profit and protect the environment. Although the concept of sustainable development
appeared in the 1970s, only recently has it been incorporated by firms. In order to
be sustainable, development has to satisfy the needs of current generations, without
compromising the ability of future generations to satisfy theirs. This requires a
balance in managing social, economic and environmental goals, both current and
Sfuture. Given the increasing evidence of environmental problems, the awareness of
the need for sustainability has been increasing, at both individual and corporate
level. The environmentally responsible firms gain many benefits, such as cost
reduction (due to the lower resource consumption, such as water or energy), profit
increase (from recycling and reuse of residuals), production process enhancement
(given the use of cleaner and more efficient technologies), improvement of brand
awareness and value, as well as business performance. On the other hand, firms
associated with actions that do not lead to sustainable development have been
damaged in these areas. Within the frame of green strategy, a green brand obtains
attributes and benefits related to the reduction of the brand s environmental impact.
This paper will be discussing the green marketing and its sustainability, as well as
the tools and marketing of green marketing mix.

Key words: sustainable development, green marketing, green product, green
consumer, green strategy

JEL classification: Q13, 043, 056.

3EJIEHU MAPKETHUHI' 1 3EJIEHU TPOU3BO/
Ancrpakr

Tumare s3awmume dcusomue cpedune danac je bumua mema jep cy cCKOpo
ceaka Opoicasa, 61ada u Opywmeo nouenu 0a 6y0y ceCHUju 0 08UM NUMArLUMA.
060 600u ka mpeHOy 3eleHo2 MapKemuHed KOju KOMNAHUJA KOPUCMU KAO jeOHy
00 cmpamezuja 0a bu cmekia npogum u 3aumumuia Hueomny cpeouty. Maxo
ce KoHyenm 00poicusoe paszeoja nojaguo 1970-ux 200una, mex HeOABHO je OH
unkopnopupatr 00 cmpate Qupmu. Paszeoj, 0a 6u 6uo oopaicus, mopa 3a0060.bumiu
nompebe cadaurux ceHepayuja, 6e3 KoOMnpoOMumuparsa cnocoorocmu Oyoyhux
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2eHepayuja 0a3adosome ceoje. To 3axmesapasHomextcy y ynpassary OpyumeeHum,
EeKOHOMCKUM U eKOJIOWKUM Yumesumd, u mo y caoaurocmu u 6yoyhnocmu. C
003upom Ha mo oa nocmoje cee éehu 00Ka3U 0 NPOOIEMUMA HCUBOMHE CPEOUHE,
ceecHocm 0 Nnompedu 00pHCUBOCU ce NPOUUPUO, HA UHOUBUOYATHOM U HA
KopnopamueHom Hugoy. Exonowxu o0ecogopre gupme 00bujajy suuie Kopucmu,
KAO Wmo ¢y cMarberre MmpouwKosa (3002 cMar-eHe NOmpouirbe pecypcd, Kao
wmo je 8ooa uau euepeuja), nogehare npoguma (00 peyuxiaxce u NOHOBHE
ynompebe), nobossulare npou3sooHoe npoyeca (¢ 0d3upom Ha ynompeoby uucmuje
u epuxacHuje mexnonozuje), nobosbULArE C8ECHOCMU U 8PEOHOCMU OpeHOd, Kao
u nociosnux nepghopmancu. Hacynpom mome, pupme nogesane ca akyujama xoje
ne 8o0e 00paHCUBOM pa3zeojy cy ouimehene y mum noopyyjuma. Y oxeupy senere
cmpamezuje, 3eeHu openo dobuja ampubdyme u beHepuyuje 6e3ane 3a cmarberve
ymuyaja Ha #cugomuy cpeoury bpenoa. Kao maxas, mpebano ou oa npomosguie
nepyenyujy eKoiowKu 30pasoe 6peHda u omkpuje Kopucmu 3a nompouwaye Koju
¢y ceecnu okonure. Osaj pao he pasmampamu 3e1eHU MAPKeMuHe U He2ogy
00pIAHCUBOCTN, KAO U AName MAPKeMmuHe MUKCA 3e1eH02 MAPKeMUHEd.

Kwyune peuu: oopoicusu paseoj, 3eienu mMapkemune, 3el1eHu npouseoo, 3eieHu
nompowiaiu, 3eiena cmpamezuja

Introduction

Due to growing environmental problems, environmental management today is
becoming a challenge and a necessity of the modern world. The consequences of human
behavior, which have led to various diseases, the disappearance of once inexhaustible
sources, global warming, etc., are becoming more and more evident. Such reasons have
led to environmental changes and to consumer awareness regarding the impact they
may have on environmental conservation. A segment of environmentally responsible
consumers is being created. Although they make smaller and more passive market
than other consumers, they are quite interesting when viewed as the target market, and
marketing has quickly adapted to that by creating and shaping new activities called
green marketing. Such activities may include modification of products, changes in the
production process, changes in packaging, and altered modes of advertising. In green
marketing, the most important thing is to focus on consumers, or to make products that
will motivate consumers to buy them and even pay the higher price in order to behave
ecologically responsibly.

Marketing acts as one of the strategic areas that companies can use to create present
and future social prosperity and respect the environment compatible with their business.
Green marketing focuses on the development and marketing of products and services that
meet the needs of clients, taking into account environmental sustainability (Polonsky,
1994). This enables the construction of a bridge between what the market wants and
consumers want. (Rex, Baumann, 2007). Companies can focus on the development of
new and “cleaner” products. However, if these are products with low perceived quality,
high-price or are not delivering environmental benefits, they will not attract customers
and this will result in negative performance of the companies (Ginsberg, Bloom, 2004;
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Ottman, Stafford, Hartman, 2006). Thus, green marketing companies try to discover
specific customer needs, customer profiles for environmental protection, and the ways to
incorporate these findings into their offer (Ottman, 1994). Companies can find ways to
differentiate their products and even help establish well-known green brands.

The purpose of the paper is to show how green marketing today is becoming one
of the most important activities of a company. Companies that want to prevail on the
market must learn to adapt to change and find the solutions better and faster than their
competitors do. Managers realize that by adopting green marketing, they will gain greater
competitive advantage and profit, as well as contribute to environmental protection.

Green marketing

The first workshop on environmental marketing was organized by the American
Marketing Association (AMA) in 1975. In the beginning, green marketing meant
highlighting the product or the company as environmentally friendly. Today, the
environmental awareness is far greater, and the eco-label is not enough (Tomasevi¢ S.,
2014).

“Green marketing is a form of social marketing in which products, services and
all marketing activities are planned and implemented while taking into account the
effects and impact they can have on the environment and society as a whole” (Lackovi¢,
Andrli¢, 2007).

Green marketing is the process of designing, manufacturing and selling products
or services based on environmental benefits, e.g. the use of recycled raw materials for the
production of products, the use of filters in production, and the like. Green marketing is no
longer just a trend, but a major change in the way businesses operate. It is a kind of social
marketing that involves cooperation with suppliers, traders, partners and competitors in
order to achieve ecologically sustainable development throughout the value chain. In
addition, this collaboration is important for all business functions in order to achieve
the best solutions for obtaining profit and having a positive impact on the environment.

Two main goals of green marketing are:

1) to develop products that balance the consumers’ need for quality, convenience,
performance and reasonable price, and all this with the minimum negative impact on the
environment,

2) to create an image of high quality, including ecological prudence.

The first rule of green marketing is the first rule of marketing: focus on the benefits
of the product or services that the consumer who pays for them gains. If this is done
correctly, there is a possibility that the consumer will be motivated to choose that product
instead of the competitor’s product and even pay a higher price in order to behave
environmentally responsibly (Tomasevi¢ S., 2014).

Green marketing has raised consumers’ awareness of how their behavior can
positively affect the environment. It includes a range of activities, such as product
modification, changes in the production process, changes in packaging, and altered ways
of advertising.

Managers realize that by adopting green marketing, they will gain greater
competitive advantage and greater profits for the company and provide protection of
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the environment. Adoption and application of green marketing is an opportunity for the
company to contribute to the protection of the environment and society, while at the
same time realizing its profit goal. This ensures a balance between environmental and
economic performance (Nefat A., 2015).

Competitive advantage can be created in different ways. A company can be different
from competition if it creates unique products that will have a positive environmental
impact, which will provide consumers with greater satisfaction than the competitors’
products do. Also, it is important to create a unique brand so that the products would have a
lasting identity, and that will provide the consumers with a sense of trust and security. The
company can follow a low-cost strategy by using less material, energy and generating less
waste. It is necessary to constantly seek new places to promote innovation, and encourage
consumers in many ways to use products and to act responsibly towards the environment.

Strategies of green marketing

While developing a green marketing strategy, companies need to consider two
key aspects in order to create a product that meets the needs of consumers while having
minimal negative impact on the environment, and to create perceptions in consumer
minds, in order to prove product quality and their commitment to protecting the
environment (Menon, 1997). Green marketing strategy implies a qualitative change in
the relationships between customers and businesses. To meet the needs of ecological
consumers, companies must develop both functional and emotional benefits of the product.
Most environmental issues include people’s spiritual needs, which lead to differences
in comparison in the classic marketing strategy. The green marketing strategy includes
proactive position and long-term orientation (De Bakker, 2009). This proactive approach
is aimed at gaining competitive advantage by strategically positioning the product in
the minds of consumers. To achieve that, all the participants in the value chain should
be in accordance with the goals of green marketing. This requires all the participants to
cooperate and have a sense of environmental conscience (Peattie, 1999). To obtain these
benefits, a green marketing strategy has to deal with some basic areas, such as market
segmentation, green product development, green positioning, green logistics, green
communication, green partnership development (Peattie, 1999). Therefore, the green
strategy has enormous scope, and is not limited to brand management. However, as the
key aspect of marketing and strategic management, strategic brand management plays an
important role in relation to sustainable development (Meffert, Bierwirth, 2005). In this
context, creating and managing green brands is crucial for green marketing.

Green brand

Brands are meaningful systems which include values, ideas, associations, feelings
and emotions that make up a more or less cohesive identity (Chandler, Owen, 2002;
Collins, Carey, 1983; Farquhar, Han, Herr, Ijiri, 1992). With this in mind, brands make
it possible to distinguish and protect products from similar competing products (Low,
Lamb, 2000).
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Brand is a complex and multidimensional concept that can have up to six levels of
meaning (Kotler, K. Keller, 2006):

- Attributes: a brand includes a specific set of characteristics;

- Advantages: a brand attributes should be translated into the functional and
emotional benefits which the consumers value;

- Values: a brand communicates something about the values of the company;

- Culture: a brand can be a specific cultural expression;

- Personality: a brand can be transferred to a particular person, which can
gradually be built through marketing communication;

- User definition: a brand proposes the type of consumer who purchases it or uses it.

Within brands, green brand is defined as a specific set of attributes and benefits
associated with minimizing the impact on the brand’s environment and on its perception
as environmentally sound (Hartmann, Ibanez, Sainz, 2005). The green brand should
provide benefits to consumers who have environmental awareness. In order to succeed,
the green brand should offer significant environmental advantages over other brands
and be aimed at consumers who are willing to support environmental issues (Kaman,
2008). This means that the green brand must communicate with the target audience,
while the good environmental performance of the brand leads to a positive attitude
towards this brand (MontoroRios, Marinez, Moreno, Soriano, 2006).

Markets and customers tend to more willingly accept brands that are perceived
as green (Phau, Ong, 2007). Moreover, previous studies show that, as far as the
environmental respect is concerned, the specific requirements of a green product are
bigger than general corporate requirements (Phau, Ong, 2007). These findings also
highlight the development of the appropriate positioning of the green brand and the
relevance of the active and differentiated communication of the brand identity and the
value of the offer to the target group. (Aaker, Joachimsthaler, 2000). Environmentally
sustainable products will not commercially succeed if the attributes and benefits of the
green brand are not efficiently communicated (Pickett, Kangun, Grove, 1995).

However, when they communicate, companies need to consider certain issues.
On the one hand, they must ensure the environmental compatibility of the brand with
specific product characteristics and information. This is what is known as the “functional
positioning strategy” (Hartmann, Ibanez, 2006). Considering only the technical
characteristics may not be sufficient. Brand’s emotional associations are very important.
Cognitive and emotional mental processes contribute to the creation of brand’s views
(Hartmann, Ibanez, 2006). Accordingly, the brand should communicate both functional
messages and emotional messages (Hartmann, Ibanez, Sainz, 2005). On the other hand,
the choice and type of complaint is crucial. Unclear and groundless claims about the
brand can have a negative impact on its reputation, and leading consumers can become
skeptical of the claims about the company’s environmental impact (Peattie, 1999).

Marketing mix in green marketing concept

In green marketing, environmental protection is an element which marketing
mix must fully support. Marketing mix, known as 4P, consists of components such as
product, price, place and promotion. In the expanded marketing mix, as in the case of
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a service sector, three more components are added, such as people, physical evidence,
and processes. According to the principle of green marketing, each component in the
marketing mix will have a green perspective, from the establishment to the introduction
of the product on the market (Arseculeratne & Yazdanifard, 2014). When a product is
produced in the process that is ecologically acceptable and environmentally friendly, the
product can be called a green product. During the production process, environmental
pollution is something that needs to be reduced. Natural resources should be preserved
during the physical removal of materials from the product. Eco-design product should be
produced, and the packaging process should reduce contamination and pollution. Product
improvement certainly involves a significant amount of unrecoverable expenses, but it
is worth it, because a product development will result in turnaround in sales. Revers
logistics allows consumers to return the used packaging for remanufacturing, which
would significantly help to preserve the environment (Arseculeratne & Yazdanifard,
2014). Creating a green product is absolutely costlier because it consists of various
expenses such as educating people, establishing modern technology, absorbing external
expenses, converting waste into recycled products. There is no doubt that these products
will cause higher product prices.

Consequently, the green price is called premium price. Marketing efforts need to
rationalize these expenses and consumers must be convinced to pay the price, so that
realistic messages in advertising are displayed. However, when it comes to packaging
material, the price of packaging green products can be reduced. Green distribution
involves defining the pathway to reducing environmental damage. Most damage is
induced when delivering goods. Therefore, safety precautions must be taken during
the goods delivery (Arseculeratne & Yazdanifard, 2014). The company’s promotional
material is necessary in green marketing. The main information regarding errors must
be transmitted to customers through direct marketing, promotion of sales, advertising
and public relations. Public relations and advertising have indeed become the most
widely used platforms for launching a green business perspective. Occasionally, a green
product is being developed in national connection because it forms a bridge between
businesses and society. Green advertising can be used to promote products, justify their
characteristics and price. Due to lack of information, most buyers are not very aware of
the importance of a green product, and a green promotional strategy should take into
account this fact. In order to fill this gap in the lack of information, companies can make
numerous promotions. Consumers should be familiar with the types of environmental
problems that would be reduced or eliminated by using a green product. In order to
develop interest in the green product, the emphasis must be on ecological problems
(Arseculeratne & Yazdanifard, 2014).

Green marketing and consumers

A green consumer is the consumer who, when satisfying his or her wishes and
needs, gives priority to a product that has minimal detrimental effect on the environment.
Although they make up a smaller market than other consumers, they are very interesting
as target market. These are mainly educated consumers who think intensively about
environmental issues when purchasing and using products. They are often active in their
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environment by accepting and supporting ecological actions and are willing to pay a
larger amount of funds for organic products. When shopping, they take into account all
the available information and all the available knowledge in order to choose a product
that represents the optimal combination which meets their own needs and protects the
environment and the entire community.

The green consumer requires a product that:

1) does not cause damage to the environment during production, use or disposal,

2) consumes smaller amount of energy,

3) does not create unnecessary waste,

4) does not contain substances that come from endangered species,

5) does not jeopardize his health and the health of others,

6) does not include cruel treatment of animals during production or testing.

Because of this, consumers expect to be fully informed about the product or
packaging in which the product is placed, because they are motivated by the desire to
protect themselves and their loved ones and secure their future. Therefore, marketing is
directed towards meeting the needs of more and more demanding consumers, i.e. the new
generation of consumers who want to change their life habits, and lead a green lifestyle.

There are some negative consequences that green marketing can have on consumers.
For example, if manufacturers have additional expenses (due to the introduction of
environmental protection processes), they are passed onto the consumers by increasing
the price of products and services and thus reducing their purchasing power. Also, there
may be negative consequences in green marketing communications, for example, if the
activities that promote ideas of environmental protection are based on fear, they can
cause the consumers to feel a sense of dissatisfaction, distress and fear of the future.

The consumer is daily bombarded with lots of information and products from
all sides. Satisfied consumers will continue to buy, and dissatisfied will stop. Today’s
consumers are mostly well-informed, and companies can no longer deceive them with
stories of ecologically responsible behavior if they are not ecologically responsible. By
deceiving and by planting fake green products, companies can cause great damage.

Advantages of green marketing

Ecological values, ecological awareness and ecological culture are important
determinants of sustainable development. Taking into account the principles of sustainable
development and ecological value, it is possible to reduce, control and manage a risk that
give our civilization characteristics of a risky society. In order to achive a sustainable
development of the socio-ecological-economic system, it is crucial to achieve rapid
economic growth in the long run (Krsti¢, Krsti¢, Deki¢, 2018). Today, consumers
gradually confirm that they have the need to take care of the environment and that they are
responsible. Therefore, the company’s responsibility towards consumers is reflected in
the hinting environmentally harmless or environmentally neutral products (Saini, 2013).
Green marketing has many important advantages for those communities that accept these
new concepts. The first important advantage is revenue growth. Consumers prefer any
new and positive concept, so the innovator plays a key role in this segment. A successful
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product that satisfies the consumers will definitely increase sales and revenue. Another
important advantage is cost reduction. In green marketing, the cost of raw materials is
low so that would increase production and save money. In addition, green marketing
can build brand value. A large green practice company will gain a good brand value
in the hearts of the consumers. Another important advantage of green marketing is tax
incentives and government loans. Because of this, an innovative company that helps
people living in a rural area or unemployed people will have uncertain risks. In addition,
they preserve the environment and health and because of that they receive subsidies from
the government. In the end, the most important advantage of green marketing is saving
the entire world. Disposal and waste treatment during the production process will cause
emissions from several gases that contribute to global climate change that can cause
greenhouse effect. By following the excellent way of green practice, companies could
save the world in terms of saving people’s health and the environment (Rajeshkumar,
2012).

Conclusion

Environmental issues continue to affect human activities, and the society now
considers them to be a great concern. Most companies have started to use the sustainable
development framework known as green marketing and most organizations have
recognized green products that are environmentally friendly. Marketing managers can
use green marketing to generate profit. In addition, green marketing is able to preserve
the environment by meeting the needs of consumers. Thus, green marketing is a tool now
used by many companies to increase their competitive edge as people are currently very
concerned about environmental issues. In applying green marketing, companies must
respect the needs and desires of consumers. Consumers want to recognize companies
that are green, compatible with them, and they are willing to pay more for a greener
lifestyle. For this reason, green marketing is not only a tool for environmental protection,
but also a marketing strategy. In addition, salespeople can provide training to their
employees, in particular to sales representatives. This requires the knowledge of how
to effectively promote the green product by showing the main message to consumers.
Green marketing covers a wide range of business activities and is similar to marketing.
Therefore, salespeople need to adopt a conveniently unique ecological marketing mix
and a strategy that suits the company, and in which they fulfill and target consumers’
requirements and personalities. In addition, companies that conduct green marketing at
the right place and on the right person can provide the company with a competitive
advantage.
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