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DEVELOPING THE COMPETITIVENESS OF CROATIAN TOURISM 

IN VIEW OF THE GLOBAL MARKET

Summary

Globalisation is instrumental to internationalising services, and accelerating the development of tourism into a leading world industry. Unfortunately, Croatia is failing to keep abreast of contemporary trends in European tourist markets and to valorise the advantages of its natural resources. The entire tourism infrastructure is lagging across all forms of tourism operations, which are unprepared to deal with the challenges of globalisation.  

Croatia needs to define a new tourism development strategy aimed at approximating the increasingly discerning demands of EU tourists. Competitive advantages should be based on the indigenous elements of the offer, on Croatian culture, tradition and customs, and on the synergic effect of localisation and globalisation.

In addition to facilitating the entry in Croatia of international hotel chains, which are setting new quality criteria in Croatian tourism, globalisation is driving the counteraction of hotel enterprises and family hotel businesses. 
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INTRODUCTION

The globalised tourist market is characterised by changes, turbulence, and dynamism resulting from differentiated development strategies used in gaining competitive advantages and attracting potential tourists. In the acute conditions of market competition, the main question is how to become the first, the best, the most distinguished, the most original in both the macro and micro environment. 

Using the methods of analysis, synthesis, induction, deduction and practical research, this paper takes a look at the various strategies applied by tourism-offer providers in enhancing the quality of the tourism offer in response to the globalisation trends present on the European tourist market. The paper identifies the importance of foreign investments in the development strategy of Croatian tourism.

1. IMPACT OF GLOBALISATION ON TOURISM DEVELOPMENT

Globalisation is making it necessary to adopt new methods in organising the tourism industry if the tourism offer at the local level is to meet the increasingly elaborate demands of solvent demand at the global level. The identifiability of the demand and new challenges reflect the new competitive order characterised by the growing sophistication of tourists as part of the global process and the growing need for an offer that provides a differentiated tourism product in accordance with the principles of sustainable development. Impacts of the macro environment (globalisation, growing international competition, environmental protection legislation, ecology, market fragmentation, rapid technological advancement) play a crucial role in tourism development. The world is becoming a global village in which businesses, technology, financial capital and human resources can easily move across the boundaries of national economies without any major obstacles. As a process aimed at immense market expansion, globalisation is also a source of insecurity, especially for those economic entities and countries that are not capable of dealing with the competition on an equal basis. A new division of labour is emerging, together with new international integration and resource allocation in the conditions of globalised environmental issues.

All aspects of the tourism trade are affected by globalisation. It has a strong impact on tourism economy, technology, culture, ecology and politics.
Table 1:
Characteristics of globalisation in tourism

	Economy:

( horizontal and vertical hotel-enterprise integration strategies

( foreign investments in hotels and tourist attractions (global tourism market)

( global players and strategic alliances (airline companies, hotels, tour operators,…)

( global tourism managers

( global competition among travel regions

Technology:

( global booking system

( standardised technology used in transportation systems 

Culture:

( global “world-class tourist”; conforming behaviour of travellers

( disappearance of a global-travel village
Ecology

( tourism as a global syndrome of environmental issues

( the consequences of climate changes in target areas

Policies:

( the growing importance of international tourist associations 

( the necessity of globally coordinated and regulated passenger traffic

( sustainable tourism as quality and  a guiding idea


Source: Feige, M.: Turizam na početku novog tisućljeća, Turizam, 2/2000, p. 111.

Globalisation is making it possible for tourists to learn as much as they possibly need about the tourism offer using the advantages of information technology. Tourists will have, at their disposal, a completely transparent market on which fine shades in quality will become deciding factors in the process of choosing a destination. Forecasts show these tourists will have:

· A desire for new experiences and events;

· Quality-awareness relative to the offer;

· Heightened environmental and ecological awareness;

· A preference for social, cultural and environmental community, with a focus on indigenous features.

Croatia needs to become a part of the global tourist market, conforming to its legal, technological and business standards. The only way to achieve prosperity is through EU association and accession, which will eliminate all physical and mental barriers to tourist arrivals. Croatia will then no longer be perceived as a non-competitive tourist country on the fringes of Europe. To this effect, it is necessary to formulate a new tourism policy in which all tourism-offer providers will be committed to serving the tourist.

2. STRATEGIES OF CROATIA’S TOURISM INDUSTRY IN ACHIEVING GLOBAL MARKET COMPETITIVENESS

Despite its growth, tourism in Croatia is not achieving results proportional to its natural resources and potentials. The failure to keep abreast of the latest trends on the European market is broadening the gap between Croatia’s tourist offer and the increasingly discerning tourist demand.

The current situation of tourism in Croatia can be defined using qualitative and quantitative indicators. There is a strong tendency, however, of constantly highlighting quantitative indicators that serve to illustrate tourism growth (number of guests and overnights), while dismissing or belittling those that reveal the level of inefficiency within the tourist trade. Nevertheless, the qualitative transformation of Croatian tourism will result in a new structure of guests, and in improved qualitative and quantitative performance indicators (average daily tourist spending has grown from EUR 36 in 2001 to EUR 49 in 2004
).

 Qualitative indicators can be obtained through SWOT analysis and by analysing guest opinions and preferences. Scenic spots, geographical position and transportation accessibility, and the hospitality of the local population have received the highest ratings. A disadvantage is the eating, shopping and entertainment offer, which has failed to dissociate itself from the stereotype offer of mass tourism. Also the offer is lacking in entertainment, cultural and sports events and facilities for an active vacation, animation, shopping opportunities, information systems, cultural heritage presentations…

Based on the analysis of the present situation, it is necessary to formulate a strategic plan for tourism development with a clearly defined mission statement, objectives, strategies and portfolio plan. The fundamental objectives include:

· Innovating the tourism offer that should be based on a top-quality entertainment industry, selective services, and trends implemented from the European market, with special emphasis on indigenous values. The target segment needs to be defined. Proactive marketing should serve to facilitate adjustments to future tourism requirements to enhance competitive ability;

· Creating a recognisable identity that will be associated with the advantages of the Croatian offer, and repositioning Croatia in the minds of potential tourists as a prestige destination capable of catering to the modern demands of tourists.

In differentiating and qualitatively transforming the tourism industry, crucial factors include localisation and asserting a destination’s specific traits and attractions – its culture, history and tradition, its indigenous offer – as offer standardisation can lead to the decline of national values. Globalisation and localisation are opposite sides of the same process, and their interaction is needed to create new value for tourists.

In creating competitive advantages, it is also necessary to broaden and improve the quality of the eating, shopping and entertainment offer by organising various events and animation. Selective forms of the tourism offer should be implemented such as nautical tourism, congress tourism, health tourism, spiritual tourism, hunting and fishing tourism, together with new elements of the offer such as wellness, cruises, theme parks, adventure tourism… It is possible for Croatia to become a prestige destination of sports tourism and active holidays. At the same time, it is necessary to define a new promotional strategy, which will help to create a new recognisable brand and to attract potential tourists. 

To achieve these goals, a new culture of operating on the market is required (standardisation, authorisation, information technology). The precondition to development is the implication of qualitative shifts in managing tourism and in generating a new generation of managers (the individual as the key to success). It is also necessary to co-ordinate the activities of the Ministries of the state and the Croatian Tourism Association, the local government and self-government units, the carriers of the offer, as well as the local population in creating new values and new experiences aimed at tourists.

3. TRANSFORMING ENTERPRISES – A PREREQUISITE   TO TOURISM DEVELOPMENT IN CROATIA

Tourism development in Croatia is faced with the problem of restructuring large stated-owned hotel enterprises geared to mass tourism. It is essential for these enterprises to rethink their way of doing business and to be ready to accept the risks which follow in the wake of global markets and global competition. Their transformation can be carried out in three ways:

· By encouraging family entrepreneurship through the sales of hotels to entrepreneurs (the leading form of ownership in the EU countries; family-run pensions account for more than 70% of accommodation facilities
). In Croatia
, 98 small family-run hotels account for 24 per cent of the total hotel offer. Each has an average value of EUR 1.5 – 2 million, and some 15 employees and a maximum of 50 rooms or 25 holiday flats. Concentrated mainly along the Adriatic coast, these family hotels can also be found in continental Croatia, where they are in growing demand, encouraging tourism valorisation in all counties. Based on top-level quality and professionalism, family-run hotels and small hotel businesses represent the soundest and most perspective part of the Croatian tourism industry. The quality of their offer is one of the fundamental elements of tourism development. An analysis of their product shows they are distinguished by an original and identifiable offer, imbued with indigenous values and traditional heritage. Providing a unique experience founded on alternative and original facilities and services, and on a homey atmosphere, they are the contrary of the globalised offer. They are also the most efficient in adapting to new tourist trends.

· By creating national hotel chains. The amassing of capital and the privatisation of hotel enterprises have facilitated the formation of hotel and tourism associations such as:

· Valamar Hotels and Resorts (SN Holding/Dom Holding) – comprising the hotel enterprises Riviera Holding Poreč, Rabac, Zlatni otok Krk, Vrboska, Babin kuk Dubrovnik, 

· Adria Resorts – the tourism division of the Adris association comprising the hotel enterprises Jadran-turist Rovinj and Anita Vrsar, 

· Adronika Lukšića Association – comprising the hotel enterprises Plava laguna Poreč, Hoteli Argentina Dubrovnik, Croatia Cavtat; 

· Sunce Hotels LLC – possessing the majority shares of the hotel enterprises Zlatni rat Bol, Brela and Tučepi.  

In response to globalised competition, they must innovate their business philosophy, and their business and development policies through business restructuring and reengineering. Business process reengineering is a method used in radically redesigning business processes to achieve the efficiency of the enterprise, and it consists of the elements of various other methods: total quality management, standardisation, business processes management, human resource management, simulation models, systems analysis, information technology implementation. The objectives of reengineering include enhancing the efficiency of the enterprise, providing better products and services to tourists, multiplying profit, and improving quality. The success of these associations will depend upon their ability to adjust to changes in the environment and to develop and guard competitive advantages. Their business guidelines are shaped according to the established conditions of the macro environment, allowing them to rise to the challenge and enter the market competition. Using their originality and innovativeness, they create a difference in the offer, which could be crucial in attracting tourists. “Competitiveness can be achieved only through competition, and the performance of the hotel enterprises in the future will increasingly depend on diversity and being prepared for coming changes” 
. In a highly turbulent environment only the enterprises that are inquisitively and creatively open to the future can survive and develop. In the globalisation struggle, they must be competitive by qualitatively improving their offer, implementing new and original facilities and services, and by innovating promotional activities.

· By attracting international “brands” and by selling hotels to multinational companies.

The basic issues in the globalised tourist trade are:

· How can competitive advantages be created in the market competition of hotel and tourism enterprises? 

· Which are the most efficient sources of competitiveness and which are the levels of competitiveness?

· What is the essential difference between an enterprise that performs successfully and one that does not?

Figure 2. Competitive advantage of a dynamic enterprise 
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Source: Grbac, B, Martin, J.: Osnova konkurentske prednosti uspješnih poduzeća, Hrvatska gospodarska revija, Inžinjering Biro, 6/1997, p. 773.

Competitive advantages on the globalised market are determined by the rate of response, the quality of the product, the brand and prices of the product, and the strength of channels in achieving tourist satisfaction, acquiring a share of the market, and multiplying profits. A crucial role is played by intellectual capital, and the knowledge and skills of management in generating new lines of development, identifying and valorising opportunities in the environment, defining the target market segment and adapting the offer to meet its needs, continuously optimising and innovating the product. In globalised market competition, benchmarking, business intelligence and information technology are becoming increasingly important at both the macro and the micro level. 

4. ROLE OF HOTEL CHAINS IN BUILDING NEW QUALITY IN CROATIAN TOURISM

The objective of hotel chains is to enter as many markets as possible, and to perform successfully on all of them. World-class hotel chains are ever more present on the Croatian tourist market. The entry of trans-national companies into Croatia has marked the 2004 tourist season and has turned a new leaf in Croatian tourism aimed at the wealthiest and most discerning tourists. Examples include:

- The opening of the Regent Esplanade Zagreb. The first Regent Hotel in Europe to be awarded 5 stars, its boasts luxurious interior decorating and an array of facilities. The Regent is a synonym of luxury hotels around the world.

- The integration of Adriatic luxury hotels with Park Plaza Europe hotels (900 hotels in 140 countries with more than 180,000 employees), resulting in improved service quality in the Hotel Bonavia Rijeka (new facilities, fitness and spa club, more rooms, luxury decorated) and in the opening of the Dubrovnik Palace in Dubrovnik (thoroughly restructured to provide superior service).

-  The entry into Croatia of the American company Starwood Hotels & Resorts to manage the Hotel Opera (to be renamed the Westin Zagreb) and the Hotel Panorama (Four Points by Sheraton Zagreb), resulting in the complete reconstruction of the hotels, new facilities and services, and improved information and telecommunication infrastructure.

The development policies of multinational corporations are a function of multicultural, multinational and multi-market parameters and mechanisms.

Multinational corporations must establish the business integrity of their companies from within and from without, and they must be ready to adapt to the diverse legal and economic systems, market values and guidelines of domicile countries. In formulating development policies, crucial issues include deciding whether to localise or to globalise in achieving optimum performance, whether to bring in their own staff or employ domicile managers, whether to promote a unified global offer or adapt to indigenous values…

As there is no universal formula for success on all markets, hotel chains need to adjust to the value system present on the Croatian tourist market. The syntagm that foreign hotels must necessarily be better than Croatian hotel enterprises is no longer valid. Although their advantage lies in their brand as a guarantee of quality and a means of positioning themselves in the minds of potentials tourists, this brand must be backed by a top-quality and highly profiled tourism offer incorporated into the specific features of the micro environment. In building competitive advantages, they need a wide variety of facilities and high-quality services to differentiate them from the offers already existing in the micro environment. They also have the advantage of being supported by an efficient distribution and promotion system, which, nevertheless, must be adapted to the circumstances of the destination. Hotel chains give evidence to the successful performance of foreign investments in the Croatian tourism industry.

5. IMPACT OF FOREIGN INVESTMENTS ON CROATIAN TOURISM COMPETITIVENESS

The globalisation of tourism also implies the competitiveness of tourist destinations on the capital investment market. The crucial factor in gaining competitive advantages for the destination is the return on invested capital, regardless of whether it is based on lower costs, lenient regulations, the available state incentives, and so on
. The results of  investments in improving the offer’s quality and reducing its seasonality are an increase in the ROI rate and the heightening interest of investors, with capital flows redirected to higher-yield areas. The regulation of ownership regulations and the finalisation of the privatisation process are basic prerequisites to higher investments and a greater presence of Croatia on the international capital market. It is clear that the present circumstances of  the Croatian tourism industry require an inflow of fresh capital. Not only do foreign investments facilitate the development of the tourism offer, but they also impact favourably on all other economic branches as well. In Croatia’s current condition of market transformation, the growth of tourism-generated foreign exchange inflow represents a significant aspect of the country’s financial policy. The trend of rapid tourism development resulting from changing foreign tourist demand, provides opportunities for various entrepreneurial initiatives and investments in tourism. These are some of the reasons for investing in the tourism industry of Croatia: 

· The country has a long tradition in the tourism trade, based on the highly attractive Adriatic coast,

· In recent years the Croatian tourism sector has seen significant growth, with increases recorded in tourism traffic and tourism-generated revenue.

· The rapid development of tourism provides investors with an opportunity to invest in a constantly growing and dynamic sector.

Despite this however, there is an obvious lack of direct foreign investments in the Croatian tourism industry. In the 1993 – 2004 period, the tourism sector accounted for only 3.21 per cent of all direct foreign investments. In 2004 direct foreign investments amounted to USD 568 million, of which only 7.23 per cent went to the tourism sector
. The inadequate cost efficiency rate of investments is the prime cause. Croatia must undertake concrete measures and efforts to create a competitive position on the international capital market This in particular refers to:

· Providing a legal framework and securing the safety of investments for all investors, both domestic and foreign, and to intensify the efficient and appropriate support of direct investment in tourism;

· Providing a fully equal status to domestic and foreign investors alike, and applying identical criteria in practise;

· Carrying out the appropriate marketing measures with regard to potential investors;

· Providing various  forms of tax breaks for the tourism industry;

· Intensifying the cooperation of the public and private sectors, through State-supported incentives;

· Coupling support and subsidy plans with plans for destination tourism development and sustainable development.

Foreign investments are of capital importance in encouraging the development of Croatian tourism and building competitiveness on the globalised European tourist market.

CONCLUSION

Dependent upon the development of tourist preferences and the competitive struggle of the tourism-offer providers, the tourist market is determined by the globalisation process. Trends based on the creativity and innovativeness of the offer, and the unpredictability of demand continue to change with growing speed.

In its development strategy, Croatia needs to valorise its natural competitive advantages and to transform them into a top-quality offer geared to active holidays and the entertainment industry and based on the synergy of localisation and globalisation.

Changes are initiated by the providers of the tourism offer (hotel chains, state-owned enterprises, and family-run hotels) striving to create competitive advantages by applying differentiated strategies and approaches to the market. To attract potential tourists, their priority is to be first, to be different, and to be the one to introduce a new offer.
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