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Governance of Environmental Challenges in Post-Pandemic
Era discusses major changes in governance caused by re-
cent turmoil due to the pandemic. The pandemic crisis was
turbulent with high levels of uncertainties making planning
and coordination hard to perform. Since a turbulent envi-
ronment continues to exist after the pandemic, countries
have to deal with them in the coming period, which makes
the collection of papers relevant and useful.

Prof. Aleksandar Jovovi¢

The authors of the collection of papers used quantitative
and qualitative research methods that resulted in firm
conclusions. The issue of “new governance” in a turbulent
environment characterized by uncertainty and high volatil-
ity will be even more relevant in the coming period, which
is marked as an era of “policrisis”. The publication would be
useful to both scientists and policymakers since the topics
explored are scientifically relevant and contemporary.

Prof. Zeljko Pozega

The results of the scientific research presented in the publi-
cation can serve as a guide for policymakers in their efforts
to improve the governance of sustainable development.

The authors' recommendations provide a significant contri-
bution to the design of regulations required for sustainable
development. The publication is focused on topics that are
scientifically based, innovative and internationally relevant.

Prof. Marija Topuzovska Latkovikj
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Foreword

The issue of governance has become crucial during the past
few years. In the pandemic recovery phase, the world was faced
with new crises such as the wars in Ukraine and the Middle East.
The conflicts have generated political risks in the European coun-
tries involved in the Ukraine war, as well as in those with notable
Muslim minorities. Moreover, economic conditions have deteriorat-
ed due to the supply chains broken during the pandemic, increased
prices of energy, high inflation and huge public debts. All that has
affected migration flows with significant social impacts.

In the post-pandemic period, governments have to deal with
climate changes, pollution, natural resources exhaustion, and wars
that require a “"New modes of governance” approach. The period
ahead of us is characterized by high variability and unpredictability.
This makes it hard for authorities to predict, plan and prepare pre-
ventive and suppressive actions as previously. Traditional methods
of governance became inappropriate and obsolete.

Governance requires a “Situational approach” where each
situation is treated as unique and demands specific governance
responses depending on contingencies. During the pandemic,



countries already started to apply the “dynamic resilience” ap-
proach with decentralization in decision-making and flexibility ena-
bling continuous adaptation to rapidly changing conditions. In that
manner, highly variable, inconsistent, unexpected, or unpredictable
actions became a “new normality” in public governance.

The collection of papers covers selected areas of sustainable
development that are affected by different kinds of crises and gov-
ernance changes, as authorities respond to them. Climate changes'’
influence on the world economy and society is becoming increas-
ingly visible. The warmer climate affects the health and life of peo-
ple, agricultural and energy production, the increasing occurrence
of forest fires, etc., while on the other hand, heavy rainfall causes
floods and landslides. Creating economic policy should include the
reduction of greenhouse gases’ (GHG) emissions since it is the only
way to ensure economic and environmental sustainability and the
economy’s global competitiveness.

The authors show that investing in environmental protection
and reducing pressures on climate change does not a priori imply
slowing down of economic growth. The example of the EU proves
that it is possible to invest in the environment and reduce GHG
emission expressed in CO, equivalent, while keeping high rates of
economic growth. In that context, different aspects of green poli-
cies are elaborated to provide policymakers with instruments and
governance models for curbing climate change.

The collection of papers deals with Western Balkans (WB)
specificities in achieving sustainable development goals (SDGs).
The WB countries’ specific characteristics include: 1) problems
related to their past socialist socio-political and economic system;
2) problems specific to the transition from socialist to capitalist
economy; 3) Yugoslav War and its consequences and 4) problems
concerning the inherited economic structure and development
strategies.

Western Balkan countries are evaluated across different are-
as of sustainable development, both in terms of achievements and
in terms of dynamics, by using SDG Index and SDG-specific scores.
Both strengths and weaknesses of the Western Balkan countries
are discovered, compared, discussed and contrasted with possible
trajectories for each of the WB countries up to 2030. The analyses



proved that paradigm shifts in the WB countries are needed to ac-
celerate their transition to meeting SDG targets.

One of the important findings was that the policymakers in
WB countries are still tempted to focus more on the traditional eco-
nomic and social development, with environment, climate and sus-
tainability in general still often remaining left behind in favour of
other, more pressing concerns. However, the EU accession process
can play a significant positive role in stimulating SDG achievement,
since SDGs have a high overlapping rate with the EU Acquis Com-
munautaire. In other words, progress in the EU accession chapters
implies progress in achieving SDGs, making both goals complemen-
tary for WB countries.

To overcome resistance to change, the new governance and
policy models should not be incremental, but rather present para-
digm shifts, and at the same time be universal, equal and equitable,
as well as flexible enough for countries to be able to adjust them to
national contexts and realities.

Governance at the local level was particularly explored in the
collection of papers. Cities are recognized as the hot spots of pop-
ulation and economic growth, and are responsible for most envi-
ronmental problems. “Smart city” is grasped not only in a digital
context, but much wider, in its ability to improve its citizens' living
standard, to upgrade economic, social and environmental aspects
of their lives, thus being considered the most appropriate concept
for urban transition to a green economy.

Decentralization and governance gaps such as objectives
gap, administration, policies, capacities and market ones are con-
sidered key challenges in the promotion of cities’ green transition.
In the collection of papers, authors elaborate on one specific policy
instrument — public procurement and its role in stimulating wider
acceptance of green growth. “Green” public procurement requires
significant changes in governance such as decentralized and flexi-
ble organization and decision-making models, curbed corruption,
developed administrative capacities, adequate competencies of
those who manage procurement processes as well as motivation
mechanisms based on positive incentives, rather than sanctions.

In the collection of papers, the issue of public-sector invest-
ment in green infrastructure is elaborated. The authors highlight



the economic, environmental and health benefits of natural capital
investment as essential not only for sustainable countries’ COVID
recovery but also for mitigation of the consequences of possible fu-
ture pandemics. Based on experiences in the pandemic period, the
recommendation for the post-pandemic era is clear: governments
should integrate natural capital into economic policy-making and
new governance models.

Furthermore, it is explored how national economic security
may be strengthened through the development of green entre-
preneurship. The recommendation is to combine integral analy-
sis and the Radar method to assess specific factors that influence
the integrated potential of the entrepreneurial segments of the
green economy development and the possibility of substantiat-
ing the weaknesses and strengths in this field. Constraints for the
development of entrepreneurial segments in the green econo-
my limit the growth of the whole economy and thus should be
regarded as an obstacle to the sustainable development of an
economy rather than just a constraint for green growth. For that
reason, it is suggested that policy-makers should focus on over-
coming weaknesses which are bottlenecks that have a more pow-
erful effect on green growth than unchanged support to the ad-
vanced sectors.

One of the key factors in the production life cycle that af-
fects the environment is the supply function due to its impact on
raw material exploitation, as well as to the level of recycling of al-
ready used materials and their reusing in the new production cycle.
Adoption of the new concept of governance and organization of
supply chain which means the transformation of a traditional (line-
ar) supply chain to a sustainable (circular) supply chain is significant
and demanding since it requires changing the culture and policies
of stakeholders in the supply chain.

The important factor that favours the transition of the sup-
ply chain emerges from the global economic disruptions caused by
political and other crises, which have slowed or completely disrupt-
ed the supply chains for the majority of productions. Slowing down
the supply chain also leads to a diminishing ability to supply the
resources needed for production, which makes recycling impera-
tive. Moreover, the shortening of supply chains creates the need to



reuse resources since procuring resources from distant locations
has become harder and more expensive.

The authors conducted a systematic review of the litera-
ture from the WOS and Scopus databases on articles analysing the
circular economy and supply chain. The highest number of papers
comes from the United Kingdom (278 papers), followed by Italy
(215 papers) and China (170 papers). Most citations are from Swe-
den (56.38 citations on average) followed by France (51.83 citations
on average) and Denmark (50.43 citations on average) that is not
surprising keeping in mind those countries are at the forefrontin
promoting sustainable development. it is concluded that the in-
terestin transforming supply chains towards circularity increased
after 2016 and it has developed towards redesigning supply chains
and their governance so that they could adapt to circular economy
requirements.

The collection of papers researches sectorial aspects of sus-
tainable development and its progress after the pandemic. The
former deals with the role of education in promoting sustainabil-
ity. Based on an in-depth, longitudinal single case study method,
the author surveyed the benefits of the initiative of developing a
new master profile and program in the Netherlands to improve the
application of sustainability. Despite the huge potential contribu-
tion of higher education to sustainable recovery and development,
there is still an astonishing gap between the pressing need for
green transformation on the global level and the relatively closed
world of higher education.

In most countries, current educational systems are still
characterized by silos, hierarchical structures, fragmentation, de-
partmentalization, and conventional ways of delivering the pro-
grammes, with a limited perception of what the role and impact of
education and specifically universities, and its graduates, on sus-
tainable development, can and should be. An author in the collec-
tion emphasises the paradox of changing “business as usual” while
keeping education as usual.

In the paper, the author presents and discusses the Dutch
example of fourteen Universities of Applied Sciences working to-
gether to create and deliver a joint master’s programme in sustain-
ability transition on the national level. Detailed presentation of how



the master program was established, its achievements, and results
could serve as valuable models for rethinking how to reform higher
education towards meeting modern real-life requirements.

The issue of promotion of sustainability in the energy sec-
tor in Republika Srpska (Bosnia and Herzegovina) was discussed in
one of the papers. To be considered sustainable, the energy should
meet the following requirements: 1) affordability, which means it
is available to citizens at an acceptable price, 2) availability, mean-
ing that energy is supplied continuously over a long period and with
satisfactory quality of services, and 3) acceptability which refers to
the compliance with social and environmental protection goals.

To regulate the economy and achieve a transition to re-
source-sustainability, the EU relies primarily on state regulation in-
struments. However, Bosnia and Herzegovina is lagging far behind
the EU in the implementation of legislation that promotes sustain-
able development. The authors suggest changes in governance and
management processes as a prerequisite for the green transforma-
tion of the country. Again they emphasize the role of education in
the implementation of ecological policy. The recently established
Faculty of Ecology was used as a positive example of how modern
education programmes and syllabi can be useful in raising aware-
ness of young population. Authors advocate direct state regulation
measures such as the introduction of ecological tax accompanied
by the development of eco (“green”) tax collection, monitoring and
control capacities, and upgrading of their governance.

The third sector that could significantly contribute to sus-
tainable development, as well as to the post-pandemic recovery,
and is as such explored in the collection of papers, is tourism. Au-
thors in the collection recommend new concepts where tourists
are regarded as contributors to value creation, as possible collab-
orators, and marketers. Moreover, the researchers point out that
Montenegro, which highly relies on the income from this indus-
try, needs to prepare a more detailed categorization of tourists
with distinct inclinations for sustainable tourism offerings, such
as eco, rural, and geo-tourism. Furthermore, particular interest
groups such as birdwatchers, hiking and biking enthusiasts, adven-
ture seekers (rafting, paragliding, climbing, diving, etc.), and those
seeking distinctive cultural and historical experiences (revival of



historical events and sites, etc.), as well as gastro tourists should be
more accurately identified and approached in line with their specif-
ic characteristics. The authors conclude that success in the compet-
itive environment is depending on factors such as quality of govern-
ance of the local community, backing and involvement of municipal
authorities as well as support of the whole local community.

The collection of papers analyses modern governance chal-
lenges and responses in a comprehensive way, including both
vertical and horizontal (sectorial) perspectives. In a constantly and
rapidly changing environment where the only certainty is uncertain-
ty, the publication provides a new and fresh perspective on govern-
ance in the turbulent, post-pandemic conditions. It could be useful
to scientists as an inspiration for further research of the polycrisis
circumstances, as well as to policy-makers in designing new, more
appropriate and more efficient governance models.

Predrag Jovanovic¢
Natasa Drvenkar
Bojana Naumovska
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Economic Development and Carbon Intensity:
Evidence from the EU

Abstract The adverse effects of greenhouse gases at the beginning
of the XXI century raised concerns about the link between
economic development and the environment. The paper ex-
amines the interdependence between GHG emissions (pre-
dominantly CO,) per unit of GDP and the level of economic
development (measured by GDP per capita). The authors test
the causality between these two variables on a sample of EU-
27 countries in the period 1990-2020. The authors examine
whether the national economies go “from left to right” or vice
versa “from right to left” on the Environmental Kuznets Curve
(EKC). The paper applies the Granger causality test between
two variables: GDP per capita and CO, per unit of GDP. The
results of this paper present a guide for creators of public pol-
icies to improve the efficiency of their countries in the context
of sustainable development.
Keywords. CO, emissions, Economic development, Environ-
mental Kuznets Curve

Introduction

Climate change’s influence on the world economy and soci-
ety is becoming increasingly visible. The expected climate change
will cause many harmful consequences for society and its econom-
ic development. The warmer climate affects the health and life of
people, agricultural and energy production, an increasing occur-
rence of forest fires, etc. On the other side, heavy rainfall caus-
es floods and landslides. These adverse effects directly endanger
human lives and property and the security of supply and access
to food, water, and energy. Climate change significantly affects
the society and economy of developed and developing countries’
various economic sectors and systems, so the need to adapt to
changing climatic conditions and reduce greenhouse gas emissions



(GHG) should not be ignored. Creating economic policy should
include those aspects because that is the only way to ensure eco-
nomic and environmental sustainability and the economy’s global
competitiveness.

It should be understood that investing in environmental
protection, improving the situation and reducing pressures on cli-
mate change, do not a priori imply slowing down of the economic
growth. On the contrary, the EU example shows that it is possible
to invest in the environment and reduce greenhouse gases’ emis-
sions expressed in CO, equivalent and simultaneously maintain eco-
nomic growth. In 2018, EU countries had the lowest level of GHG
emissions since 1990, reaching the reduction of 23% compared to
the emissions from that year. In the same period, the EU-level GDP
grew by 61%.

In the fight against climate change, the European Union
plans to introduce a carbon tax as a classic import tariff (Rikalovi¢
& Molnar, 2017). According to the “EU Green Deal” from 2021, this
tax will depend on the amount of carbon dioxide emitted in the
entire production process and be applied to all products imported
into the EU from third countries. As producers and exporters to the
EU, developing countries will have high additional costs, so there
is a danger that this tariff and old technologies will decrease their
competitiveness significantly in the EU market. The paper aims to
provide new quantitative and qualitative information that should
enable the countries to achieve economic development without
excessive threat to the environment and with the least possible
use of production factors, but without worsening their competitive
position in the European market. The results of this research could
also serve as a guide in policymaking, with appropriate strategies to
improve the economies’ efficiency in sustainable development.

After the introduction and discussion of the connection
between CO, emissions and economic growth in literature (both
theoretical and empirical), the third part of the paper explains the
methodology of data analysis. The fourth part of the paper analy-
ses the obtained results, based on the econometric causality test
between the level of economic development and carbon dioxide
emissions. Finally, the fifth part contains the main conclusions and
recommendations.



Climate Change Mitigation - The Role of the EU
in the Global Context

Slowing down the process of global warming and developing
the economic sector with a low level of GHG emissions are consid-
ered among the priority goals of the world economy. The answer in
addressing climate change and attaining the defined goals is found
in the term “global decarbonisation”, i.e. the worldwide transition
to low-carbon development. The expected outcome is a reduced
demand for fossil fuels and increased usage of renewable and oth-
er "green” energy sources and technologies in the future.

Human activities, such as burning fossil fuels, certain indus-
trial processes, agriculture, deforestation, as well as decades of
inadequate waste treatment, are the causes of rising concentra-
tions of greenhouse gases in the atmosphere. The latest research
by the International Panel on Climate Change has confirmed that
human activity has caused the increase of about 1.0°C in the mean
global temperatures, and the trend will continue with the minimum
increase of 1.5°C between 2030 and 2052, compared to pre-Indus-
trial Revolution values. The report from the same panel confirms
that it is necessary to stop the rise of the mean global tempera-
tures at 1.5°C by the end of the century. This rate of increase in the
mean global temperature will allow adaptation to changing climate
conditions, i.e. the survival of the world as we know it today. Other-
wise, the global mean temperatures will rise by 2°C and more, and
put the world economy in a completely uncertain situation in terms
of the possibility to adapt to the changing climate conditions.

On the other hand, national analyses for Serbia show the
temperature increase of 0.5°C to 1.5°C in the period from 1998 to
2017, while from 2008 to 2017, the average annual temperature
rose by more than 1.5°C, and in some parts of Serbia, by more than
2°C. The territory of Serbia is warming faster than the world aver-
age. At the same time, the maximum increase by 1°Cis expected
from 2016 to 2035, 2°C from 2046 to 2065 and more than 4.3°C by
the end of the century.

The United Nations recognised this problem in the early
1980s, as well asin 1992 and established the International Panel
on Climate Change and the UN Framework Convention on Climate



Change (Convention), identifying the need for global action as the
only possible solution. The Convention aims to stabilise GHG con-
centrations at a level that will not cause negative consequences for
human life, economic development and natural resources on Earth.
The Convention defines the goal but not the methods of achieving
that goal. These are, for different periods, defined in protocols and
agreements under the Convention, such as the Kyoto Protocol (for
the period 2008-2012), the Doha Amendment to the Kyoto Proto-
col (2013-2020) and the Paris Agreement (2021-2030).

The Paris Agreement (adopted in 2015) significantly creates
further economic development and establishes international re-
lations. The Paris Agreement involves 189 member states, while
the Convention includes 197, and its ratification at the national
level implies committing to reducing GHG emissions. The Agree-
ment's specificities include giving equal importance to adaptation
to changing climate conditions and mitigation, i.e. reducing of GHG
emissions, and introducing obligations to reduce GHG emissions
for all Member States, regardless of the level of economic devel-
opment. The previous protocols and the Convention distinguish
between industrially developed countries, which are obligated to
reduce GHG emissions, and developing countries (including Serbia),
which do not have such an obligation.

The countries that have not ratified the Paris Agreement
even four years after its adoption include Turkey and four other
countries, significant oil exporters. In addition, it should be not-
ed that the US, which, after China, is the second largest emitter of
GHG in the world, has initiated the procedure of leaving the Agree-
ment (which entered into force on 4 November 2020). The lack of
membership in the Treaty is largely a political issue. It is encour-
aged preservation of certain industries and the employees thereof,
and acknowledged the advantages that these countries had due
to their oil and fossil fuel reserves. However, numerous activities,
especially at the level of the US states, are being implemented and
contribute to fulfilling the goals of the Paris Agreement.

The use of fossil fuels is a key generator of harmful gas-
es that cause the greenhouse effect and lead to global climate
change, which is why managing the growing global energy demand
is called one of the key priorities (Petrovi¢, Nikoli¢ & Ostoji¢, 2017).



Combating climate change is a general development priority for
the EU based on resource efficiency and attainment of the so-called
carbon neutrality by 2050, which includes reducing GHG emissions
by 50-55% by 2030, compared to 1990 levels. The EU has em-
barked on a path of modernisation and transformation of the mem-
ber states’ economies into climate-neutral ones. Here it should be
noted that climate neutrality i.e. the total carbon footprint equal-
ling zero, can mean achieving a balance between the emissions of
carbon dioxide equivalent and the sinks of that gas (through the
oceans and forests), while directly reducing its emissions to zero.

That reducing GHG emissions does not directly mean reduc-
ing the benefits for the economy is confirmed by the example of
the EU. Between 1990 and 2018, the EU reduced its GHG emissions
by 23%, followed by economic growth of 61%. Such a develop-
ment framework, which is in line with the requirements of the Paris
Agreement, was defined by the EU in the “European Green Deal”,
which was presented in late 2019. The mechanisms for achieving
the objectives of the “European Green Deal” involve drafting the
Law on Climate Change, which, according to the established dead-
lines, despite the situation caused by the COVID-19 pandemic, was
presented by the European Commission on 4 March 2020.

It aims to support the efficient use of resources by moving
to a clean, circular economy and mitigating climate change, revert
biodiversity loss and cut pollution. All sectors of the economy, nota-
bly transport, energy, agriculture, buildings, and industries such as
steel, cement, ICT, textiles and chemicals, are covered by this poli-
cy agenda. In July 2021, the “Fit for 55" plan further articulated the
strategy and gave a draft to these transformative efforts. The “Fit
for 55" creates a path for a green transition by using regulations,
new initiatives, amendments to key legislation and key non-legis-
lative communications. It touches on the EU goals of reducing net
GHG emissions by at least 55% by 2030.

The EU will promote green growth strategies and implement
ambitious environmental, climate and energy policies on that devel-
opment path. The decision to set up a tax collection system in the
way necessary to ensure the achievement of GHG emission reduc-
tion targets at the EU and global levels, clearly demonstrates such
orientation. To prevent so-called carbon leakage, which involves



moving production from EU countries to other countries and re-
placing EU products with cheaper ones, but with their production
cycles involving higher total GHG emissions, the EU plans to intro-
duce GHG taxes (carbon taxes) at the EU borders, under the World
Trade Organization and other international agreements of which
the EU is a member.

Literature Review

The relationship between economic growth and the environ-
ment has not been seriously critically during the very long period of
development of economics as a science. However, the accelerated
economic growth of the world economy at the end of the XX and
the beginning of the XXI century (especially in developing coun-
tries) has led to increased concerns about the growing adverse ef-
fects of the greenhouse gases. Several different theoretical models
have developed this connection, the most famous of which is the
Environmental Kuznets Curve. This curve assumes a relationship
between various indicators that measure environmental degrada-
tion and per capita income (Figure 1). In the initial phases of eco-
nomic growth, ecological destruction increases and pollution grow.
Still, after the level of per capita income (which is a turning point
and varies depending on the indicator), the reverse trend begins.
Increasing income levels enable economic growth to improve the
environment. These consequences mean that each indicator that
measures the impact on the environment is a function of per capita
income in the form of an inverted U. From the aspect of the link be-
tween CO, emissions and economic growth, this would mean that
the initial increase in GDP per capita is an increase in the CO, emis-
sion. However, as the economy moves from the predominantly in-
dustrial to the service-oriented one, the adverse effects of econom-
ic growth on the environment (damage) are gradually diminishing.

Illustratively speaking, the Kuznets curve in the previous
figure initially describes the economy’s transition from agricultural
production in rural areas to industrial production in cities. As in-
dustrial production develops rapidly, it uses more energy, and as a
result of burning fossil fuels, emissions of carbon dioxide, sulphur
dioxide, and other greenhouse gases increase. However, as the



Figure 1. Kuznets environmental curve
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economy continues to develop, there is a transition from process-
ing production to the development of service-oriented industries.
Moreover, further economic growth leads to the introduction of
newer and better technologies. At the same time, increased aware-
ness of the importance of environment and the strengthening of
adequate legislation and regulations in this area, lead to gradual
reduction of environmental degradation.

Most research and scientific papers confirmed the link be-
tween CO, emissions and economic growth in the last two decades.
Generally speaking, the authors concluded that since CO, emissions
result from economic growth, reducing them may not be a desira-
ble outcome. Furthermore, the link between these two quantities
has significant implications for economic and environmental policy
in a country.

Numerous analyses and research papers identified that
economic growth has a disastrous impact due to pollution. Tao et
al. (2008) analysed an inverted U-shaped link between econom-
ic growth and pollutants from 1985 to 2005 in China. The analysis
of Franklin and Ruth (2012) for the USA over 200 years showed a
continued upward trend in per capita CO, emissions connected to
economic growth. Zhang and Wang (2013) explored the relation-
ship between energy use, CO, emissions, and economic activity



from 1995 to 2009 and concluded that economic growth positively
impacts CO, emissions in China. Azam (2016) analysed the relation-
ship between environmental degradation (CO, emissions) and eco-
nomic growth and concluded that environmental damage harms
economic growth. Ayobamiji & Kalmaz (2020) also found that the
economic practices based on economic growth contribute to emis-
sions of pollutants. Borhan, Ahmed and Hitam (2013) analysed the
relationship between pollution and economic growth and conclud-
ed that the Environmental Kuznets Curve has existed in eight Asian
countries. Teng et al. (2020) found that GDP increased CO, emis-
sions for ten different OECD economies between 1985 and 2018.
Ahmed et al. (2020) revealed that GDP positively impacts CO, emis-
sions in G7 economies. Also, Ahmad et al. (2021), analysing the link
between CO, emissions and economic growth in 26 OECD econo-
mies (time series 1990-2014), discovered a positive interaction be-
tween CO, emissions and economic growth. Fujii and Managi (2013)
analysed the relationship between CO, emissions and economic
growth in different industries from 1970 to 2005. They concluded
that some industries, such as paper, wood and construction, had an
inverted U-shaped relationship.

However, there is still no consensus in the literature con-
cerning the relation between GDP and CO, emissions. For example,
Aye and Edoja (2017) found a negative link between GDP and CO,
emission in 31 developing countries, while Salahuddin et al. (2018)
showed no association between CO, and real output. Ozcan (2013)
concluded that the direction of causality was mixed for different
countries. He tested this relation for 12 Middle East countries using
panel data for the period 1990-2008. These results showed the evi-
dence for a U-shaped curve for five countries, an inverted U-shaped
curve for three countries and no causal link between income and
CO, emissions for the other four countries. Analysing the case of
Nigeria, Zubair et al. (2020) discovered that no causal link between
CO, emissions and economic growth existed. Also, Petrovi¢ et al. in
their research concluded that an increase in GDP per capita growth
rate of 1% leads to an increased CO, emissions growth rate ranging
between 1.10% and 1.15% (Petrovi¢, Nikoli¢ & Ostoji¢, 2018).



Research

To test for causality between GDP and CO, emission, we em-
ployed an econometric causality test on the panel with the proce-
dure proposed by Dumitrescu and Hurlin (2012). To detect causali-
ty, we used data on carbon dioxide emissions as a by-product of the
burning of fossil fuels and cement manufacturing. This data include
the carbon dioxide produced during consumption of solid, liquid,
and gas fuels and gas flaring. CO, emission data is given as a ratio,
compared to how many kilograms of CO, are produced per US dol-
lar at 2015 prices. Our second variable is GDP per capita in constant
2015 US dollars. Both variables are taken in the original form from
the World Bank’s World Development Indicators database. When
choosing the countries for the sample, we had to make a trade-
off between the number of countries and the maximum length of
data available for the selected countries. This trade-off resulted
in a sample of 30 countries for which we could compose balanced
panel series from 1995 to 2018, giving us 720 points of observa-
tion. Our sample represents countries of the EU plus the UK, Swit-
zerland and Norway.

When testing for the causality between the variables, the
typical approach in econometric literature is based on the Granger
causality test for time series. A similar procedure can be performed
with the panel data, keeping in mind that the model needs to in-
clude an optimum number of lags and that potential cross-sectional
dependence must be addressed. Granger (1969) proposes a meth-
odology for analysing the causal relationship between time series
in his paper. If x; and y; are stationary series, then model:

K K
Y, =a+2ykyt_k +Z,8kxt_k+st
k=1 k=1

can be used for testing whether xis causing y. The suggested mod-
el is testing whether the past values of x can predict the y from
the present even if we include past values of yin the model. If this
is the case, than we can conclude that xis causally influencing .
To confirm this, Ho suggest that all Sk (for all k=1, ..., K) equal to
zero needs to be rejected. If there is no causality from xto y, same



procedure can be repeated but with rotating places, so that we
can test if there is causality from y to x. To use the same procedure
for panel data, Dumitrescu and Hurlin (2012) modify the Granger
model to:

K K
Yig =i+ z Vi Vet + Z BucXie—r + €ir
=1 =1

where x;cand y;¢ are two stationary variables for the unit of obser-
vation /in the time period ¢t. Selected lag order Kis assumed to be
identical for all individuals and the panel must be balanced.

After performing the suggested regression, the next step
is to perform Ftest on the Klinear hypotheses that are testing
whether the coefficient Biis equal to zero (for all k=1,...,K). From
here, individual Wald statistic Wi, can be derived, which will be used
For the calculation of the average Wald statistic W. Under the as-
sumption that the Wald statistics are independently and identically
distributed across individuals, standardised statistic Z will follow a
standard normal distribution when T— « and N — .

_ N _*
7= /ﬁx (W —K) 1 yoe NOD

In cases with fixed time dimension T if T>5+3K, the approx-
imated standardised statistic Z will follow the standard normal
distribution.

P NXT—3K—5X(T—3K—3XW K)L,
T2k T-2K-3"‘T—-3K—-1 T,N—o

N(0,1)

If the values of these statistics are larger than standard
critical values, the null hypothesis of no Granger causality should
be rejected. With large N and T in the sample, Z should be used
for testing hypothesis, while for large N but relatively small T, one
should use Z. An optimal number of lags can be chosen in line with
the prior researcher’s knowledge or by consulting one of the three
information criteria (AIC/BIC/HQIC). To deal with the potential pres-
ence of cross-sectional dependence, Dumitrescu and Hurlin (2012)



suggested a bootstrap procedure to compute critical values for Z
and Z instead of asymptotic critical values.

As the presented procedure suggests, we performed the
stationarity test for our variables in the first step. As the cross-sec-
tional dependency can be an issue for the panel unit root test of
the first generation, besides Im-Pesaran-Shin test, we also imple-
mented the Pesaran second-generation unit root test CIPS. Results
of the first-generation unit root tests presented in the column two
and three of Table 1 suggest that series are stationary in levels,
since null hypothesis that all panels contain a unit root is rejected
due to p-values being below 0.05 regardless of the information
criteria being used for the choice of the optimal lag. Nevertheless,
second-generation Pesaran CIPS test that considers the presence
of the cross-sectional dependency suggests that the series of GD-
Ppc have one unit root, since the null hypothesis of non-station-
arity cannot be rejected due to the high p-value. This is confirmed
by testing the stationarity of the first difference of this series, for
which the null hypothesis is now rejected.

Table 1. Unit root test statistics

IPS CIPS
Cco, GDPpc Co, GDPpc d.GDPpc
W-t-bar (AIC) 0.9486 0.9926
W-t-bar (BIC) 0.9303 0.9874
W-t-bar (HQIC) 0.8972 0.9907
Zt-bar -3.385%** -2.528  -13.253%**

* *% %% represent the level of statistical significance at 10%, 5% and 1%
Source: Authors’ calculation

We continue the procedure for testing the causality with
our series of GPDpc transformed in the first differences. Using the
same approach of considering all three information criteria for the
optimal lag structure and calculating Z, we present the results in
columns two and three of Table 2. As can be seen, calculated val-
ues of Z-bar statistics for AIC and HQIC criteria of optimal lag struc-
ture suggest that HO should be rejected, which would mean that
economic growth does increase the level of CO, emission. Despite
this, Z-bar test statistics with BIC choice of optimal lag structure



has p-value much higher than in the other two cases, which means
that we cannot reject HO of no causality from growth to higher
C02 emission. Since we have no definitive confirmation, we contin-
ue with the bootstrap procedure to control for the possibility of
cross-sectional dependency in the data. Results of the Z-bar statis-
tics obtained after 500 replications are presented in columns four
and five of Table 2. Values of the Z-bar statistics in all three cases
suggest that controlling for the protentional presence of cross-sec-
tional dependence, we cannot reject null hypothesis that economic
growth does not cause an increase in CO, emissions.

Table 2. Test statistics

Original data Computed using 500
bootstrap replications
Z-bar p-value Z-bar p-value
AIC 5.0485 0.0000 5.0485 0.2260
BIC 0.5596 0.5757 0.5596 0.6600
HQIC 5.0485 0.0000 5.0485 0.2240

HO: GDP p.c. does not Granger-cause CO2 emission per $ GDP

H1: GDP p.c. does Granger-cause CO2 emissions per $ GDP for at least one
country in the panel

Source: Authors’ calculation

Discussion

The results we have obtained are not unequivocal. One pos-
sible reason is that the sample is not homogeneous in terms of car-
bon intensity.

Although the scatter plot confirms the negative correlation
(see the linear trend needed in Graph 2), the fact is that the econo-
metric procedure for testing/investigating causality between the
observed variables did not confirm it. Graph 3 presents the carbon
intensity of the economies of EU member states and other selected
countries.



Figure 2. Interdependence between CO, emission and level
of economic development: EU member countries
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Figure 3. CO, emissions (kg per 2015 USS of GDP),
selected countries 1990-2014
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It can be seen that the EU is not homogeneous concerning
this issue, i.e. that EU countries are very different when it comes to
the amount of carbon dioxide emissions per unit of GDP.


https://data.worldbank.org/indicator/EN.ATM.CO2E.KD.GD

In all three observed sub-intervals (1990-2000; 2001-2010;
and 2011-2014), the former transition countries stand out as hav-
ing the highest amount of carbon dioxide emissions per unit of
GDP. These are Bulgaria, Czech Republic, Slovakia, Estonia, Romania
and Poland. If we compare the situation in Serbia, we come to the
conclusion that the situation in our country is worrying. Although
all countries recorded a decline in the amount emitted in the peri-
od after 1990, in parallel with the achieved economic development
(i.e. GDP per capita growth), the countries in the sample differ sig-
nificantly in the carbon intensity of GDP unit.

The obtained results represent a good starting point for new
research in this field. In order to determine the interdependence in
the EU between the level of economic development and carbon di-
oxide emissions, one of the possible directions for further testing is
to separate the more developed EU countries (EU-15; “old Europe”)
and less developed countries (EU-12; “new Europe”). It is possible
that those countries that are at a similar level of economic develop-
ment reflect the interdependence between the observed variables.
Also, some other eco-control variables should be included in the
next iterations, such as the presence of renewable energy sources
in the national energy mix and the like.

Conclusions

In December 2018, the European Commission proposed
the European Green Deal for the European Union and its citizens.
This commitment represents a new growth strategy to transform
European Union countries into just and prosperous societies with
a modern, efficient and competitive economy, separate from the
use of resources to become carbon neutral by 2050. The European
Green Deal Agreement (with key policies and measures to achieve
the set goals) is today an integral part of the European Commis-
sion’s strategy to implement the United Nations Sustainable De-
velopment Agenda until 2030 and the Sustainable Development
Goals. European Union member states are obliged to harmonise
their national policies with new development strategies and public
policies. In the period from 2014 to December 2018, 14 out of 28



countries developed either a strategy or a roadmap or action plans
for the transition to a green economy (Mitrovi¢ & Jandri¢, 2021).

One of the basic conclusions of this paper is that future
economic growth and development must take place in compliance
with environmental standards imposed by the fight against climate
change. By applying the “Green Deal”, the EU plans to introduce a
carbon tax as an import tax. The essence of the import tax is the
difference in GHG emissions that occur during the production of
a good in a non-EU country (Serbia) (by using dirty energy sources
and low energy efficiency technology), and those emissions that
arose from the production of the same good in the EU country.

It means that for all the products from Serbia for which low-calorie
and lower quality coal is used in production, the producer or im-
porter in the EU will have higher additional costs. The possible con-
sequence of this would be the lower Serbian competitiveness in the
EU market (Mitrovi¢ & Veselinov, 2018).

The countries on the way to the EU membership (among
which is Serbia) face requirements that need to be implemented,
arising from numerous chapters. This also applies to Chapter 27,
which deals with the environment. Environmental policy is based
on preventive activities, combating environmental hazards at their
source, sharing responsibilities and integrating environmental is-
sues into other EU policies. Policies and requirements related to
environmental issues must be integrated into the process of creat-
ing and implementing all other EU policies and activities, primarily
in terms of promoting the principles of sustainable development.
The main instruments in the fight against climate change are de-
carbonisation, growth of energy efficiency and wider application /
greater use of renewable energy sources (RES).

Decarbonisation means reducing the use of fossil fuels and
increasing the EU’s energy independence. The basic principle of
the EU’s environmental policy is the suppression of pollution at its
source, based on the principle that “the polluter pays”. The policy of
combating climate change has been accompanied by the improve-
ment of standards related to industry work, especially sectors that
are a significant source of pollution. This approach to policymak-
ing and implementation and the associated costs are a particular



challenge for countries preparing for membership, such as Serbia
(Vujacic¢ et al, 2020).

In Serbia, modest progress has been made in the area of
environmental protection and the field of climate change issues.
However, it is necessary for Serbia to strengthen administrative ca-
pacities and strategic planning, and increase investments in connec-
tion with the priorities necessary for further harmonisation with EU
policies (Rikalovi¢ et al, 2022).

Outcomes of this research have aided us in embracing the
promotion of energy intensity diversification in Serbia. It can be
seen and clearly noticed from Graph 3 that the situation in Serbia is
very unfavourable in this regard in all the observed time intervals.

This could be achieved by implementing a more ambitious
green energy initiative that will maintain the nation’s economic mo-
mentum. The design and execution of successful policies to regu-
late Serbian energy and manufacturing sector practices will improve
its sustainable growth. It will additionally regulate the CO, pollution
levels of the nation if the government sets emission restrictions
on the companies and factories that are emitting CO, emissions.
The threat of punitive action or high taxes on infringers of this poli-
cy will deter environmental pollution. Also, energy usage should be
embraced by incorporating sustainable (renewable) energy sources,
including hydropower, oceanic, and wind energy sources.

Furthermore, Serbia should be careful when formulating
policies that will stimulate economic growth at the expense of en-
vironmental degradation. Implementing the policies mentioned
above will help maintain sustainable economic development and
Serbia’s proven environmental performance. This study’s outcome
could also be positive. Further studies can be conducted for other
emerging nations while considering asymmetry in econometrics
modelling or the use of micro-disaggregated data. Furthermore,
other studies can account for other drivers of growth that have not
been explored in this study.

Better law enforcement and strengthening inspections
should lead to elimination of the existing inconsistencies and short-
comings in the field of legislation, which prevent better and more
effective enforcement of regulations (Arsi¢, Randelovi¢ & Tanask-
ovi¢, 2016). The European Union, in its report, also emphasises the



need to strengthen judicial and environmental inspection capacity.
In principle, more serious work has begun on priorities in the ar-
eas of environment and climate change because the EU requires
readiness from future member states to implement the prescribed
obligations. The Emissions Trading Directive is a key instrument for
reducing greenhouse gas emissions. The climate-energy package
includes a comprehensive revision of this Directive as well as the
strengthening of the legislation underlying the emissions trading
scheme. Major changes include the introduction of a single emis-
sion limit at the EU level instead of previous national limits.

The emissions trading system includes all combustion pro-
cesses exceeding 20 MW, where it is not relevant whether they
produce heat or electricity for sale or their own needs. According to
the Renewable Energy Directive, Member States adopt binding na-
tional targets for increasing the share of renewable energy sources
in their energy consumption. These targets also reduce greenhouse
gas emissions and reduce the EU’s dependence on energy imports.
We should keep in mind the importance of the development of re-
newable energy markets, their positive impact on regional and local
development opportunities, and the development of new genera-
tions of technologies in this area.
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Sustainable Development in the Western

Balkans*

Abstract

Introduction

This chapter presents the evolution of the concept of sustain-
able development in the international arena through the lens
of the most important international treaties and frameworks,
including introducing some of the new debates on the topic.
The concept of sustainable development is then applied to the
Western Balkans in an evidence driven manner. Using SDG In-
dex and SDG specific scores and achievements, Western Balkan
countries are evaluated across different areas of sustainable
development, both in terms of achievements and in terms of
dynamics. The strong points and bottlenecks for the Western
Balkan countries are then compared and contrasted, their possi-
ble trajectories up to 2030 discussed, and peer-learning oppor-
tunities for accelerating sustainable development highlighted.
The way forward for sustainable development is discussed and
lessons, as well as the needed paradigm shifts and key steps to
be considered, are identified in order for the Western Balkan
countries to be able to accelerate their sustainable develop-
ment progress, as well as the overlapping EU accession process.
Keywords: Sustainable development, Western Balkans, Sustain-
able development goals-SDGs

Sustainable development is a global topic of relevance to all
countries, including those in the region of Western Balkans (WB).
The region is still struggling with all the recent and still lasting poly-
crises of the world (beginning with the financial, environmental,
climate and last but not the least, the health one, in the form of the
recent COVID-19 pandemic). In short, the anthropocentric develop-
ment modelis in crisis.

The concept of the WB countries used in this chapter follows
the European Union (EU) definition consisting of Albania, Bosnia

* The views expressed are those of the author and do not necessarily reflect those of
the United Nations or STaR.



and Herzegovina, Kosovo," Montenegro, North Macedonia, and
Serbia.? These countries have experienced significant economic,
political, and social changes in recent decades. They are all trying
to progress in their sustainable development, as well as on their
path towards the EU accession, with the two these agendas having
a high overlapping. Despite some progress, the region continues to
face challenges related to economic growth, social inclusion, and
environmental protection.

Progress in sustainable development requires investment
in key sectors, such as agriculture, industry, and tourism, while also
protecting the natural environment. Many of these countries have
abundant natural resources, including forests, water resources, and
minerals. However, there is a need to manage these resources sus-
tainably and avoid overexploitation, or degradation. There is also
a need for more investment in sustainable infrastructure, such as
renewable energy and public transportation. This requires signifi-
cant resources, which may be challenging for some of the countries
in the region.

The region has made progress in recent years, but there are
still significant challenges related to economic growth, social inclu-
sion, and environmental protection, among others. One of the main
challenges is sometimes also the lack of true political will to imple-
ment sustainable policies and programs. In some cases, there is re-
sistance to change from powerful interest groups controlling parts
of the economy, high corruption, and nepotism resulting in states,
or parts of society's subsystems being inefficient or, in many cases,
captured. Another challenge is the lack of public awareness and en-
gagement on sustainable development issues. Many people in the
region are not aware of the importance of sustainable development
or the impact of their actions on the environment. Priorities are giv-
en to traditional growth criteria based on the pollute first, clean up
later model. “It underlines that a certain threshold of development
should first be reached before a society is capable of understand-
ing the adverse effects of large scale pollution” (Azadi et al., 2011).

1

As per UNSCR 1244 and without prejudice to differential country positions on its
status.
https://research-and-innovation.ec.europa.eu/strategy/strategy-2020-2024/
europe-world/international-cooperation/western-balkans_en
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There is a need for more education and awareness-raising media
campaigns, changes in personal values and finally improved leader-
ship to promote sustainable practices and behaviours. Reducing in-
come inequality can help building such a support for green policies,
because people who feel economically marginalized or excluded
from the benefits of economic growth may be less likely to sup-
port policies that are perceived as benefiting the rich more.? Such
policies can include initiatives to promote recycling, reduce plastic
waste, and conserve water. Sustainable development requires a
holistic approach, taking into account economic, social, and environ-
mental factors. International cooperation and collaboration are also
important for promoting sustainable development in the WB re-
gion. It is important for governments, civil society, and internation-
al organizations to work together to address these challenges and
promote sustainable development in the region.

The European Union has been actively supporting the sus-
tainable development of the WB region. In 2018, the EU presented
a strategy for the WB, which included a commitment to support
sustainable development. The strategy aims to strengthen the
region's economies, promote democratic governance, and foster
regional cooperation. The EU has provided significant funding for
projects related to energy efficiency, waste management, and wa-
ter management. The EU also supports initiatives to promote sus-
tainable tourism and sustainable agriculture in the region.

In addition to the EU, other international organizations, such
as the World Bank and the United Nations, have also been sup-
porting sustainable development in the WB. The World Bank has
provided funding for projects related to renewable energy, water
management, and environmental protection. The United Nations
has been working with the governments of the WB countries to

® Income inequality in the WB countries is higher than in the EU (averages for the
most recent dates app. 34.5 for WB compared to 27.5). As much as 82 (out of 100)
people in the WB think that the gap between the rich and the poor is increasing
(79 out of 100 in 2017 (Balkan Barometer-BB, 2022)). Consequently, the major con-
cerns of the poor and the middle class in particular is not how to reach the SDGs,
but how to survive or improve the existing wellbeing in short term. People, who
are struggling to make ends meet, focus more on immediate concerns, like paying
bills and putting food on the table, and may be less likely to prioritize long-term en-
vironmental goals.



promote sustainable development through its Sustainable Devel-
opment Goals (SDGs). The SDGs aim to address key global chal-
lenges, such as poverty, hunger, and climate change, and provide a
framework for promoting sustainable development.

This chapter is structured as follows. Section 2 presents the
development of the concept of sustainable development in the
international arena through the lens of the most important inter-
national treaties and frameworks, including introducing some of
the new debates on the topic. Section 3 applies the concept of
sustainable development to the WB in several ways. The first part
shows the current achievements of the WB across different areas
of sustainable development, both in terms of the level of sustain-
able development achievement and its dynamics. It analyses the
strong points and bottlenecks for the WB countries, compares and
discusses their possible trajectories up to 2030 and looks for peer
learning opportunities. The second part involves assessing the re-
sults in view of inherited problems, while the third part looks at the
key lessons, necessary paradigm shifts, and the key steps to be con-
sidered, for the WB countries to be able to accelerate their sustain-
able development progress, as well as the EU accession process.
Section 4 summarizes and concludes.

Development of the Concept of Sustainable
Development

The United Nations (UN), founded on 24 October 1945, is
the main inter-governmental organization (IGO) that all the states
in the world can potentially be members of, and has been as such
described as the supreme type of an IGO by the International Court
of Justice.* The UN is committed to economic and social develop-
ment, as stated in its charter, particularly evident in Article 1° and

* International Court of Justice (1949): Reparation of injuries suffered in the service
of the United Nations, Advisory Opinion

“The Purposes of the United Nations are: (point 3) To achieve international co-op-
eration in solving international problems of an economic, social, cultural, or human-
itarian character, and in promoting and encouraging respect for human rights and
for fundamental freedoms for all without distinction as to race, sex, language, or
religion”.

5



further elaborated in article 55 and Chapter IX of the UN Charter,
The Economic and Social Council (ECOSOC). ECOSOC is responsible
for implementing the commitment to economic and social devel-
opment and discusses reports of specialized agencies, funds and
programs of the UN. After the WWII reconstruction period, the
economic issues had been given a very high priority, but this reso-
luteness was somewhat diluted later due to the changing political
and economic context. The evaluation of the 10 most important
UN documents throughout the decades of the UN existence has
demonstrated that economic issues and coordination of global
economic policies have not assumed such a high priority as initial-
ly perceived by one of the UN fathers Keynes (Svetlici¢, 2016: 43),
although almost every organization within the UN system has some
connection to the development. For instance, nearly 32% of the
UN’s annual budget in 2018 was devoted to the development assis-
tance (going up to 80% if humanitarian assistance is also included).

This section discusses the development of views on econom-
ic, social and environmental development in the UN Secretariat, UN
programs, and specialized agencies, through the prism of the four
developmental decades, the Millennium Development Goals and
finally the Sustainable Development Goals, with selected key dec-
larations and events. They are being summarized in Table 1in the
chronological order and with more details for better use, with the
UN Development Decades as well as the equivalent afterwards be-
ing bolded for salience.

The United Nations Development Decades were periods of
focused global action aimed at promoting economic, social, and en-
vironmental development in developing countries, spanning from
1960 to 1990. They were characterized by a range of initiatives and
programs aimed at promoting development across various sectors,
albeit with a large emphasis firstly on economic development, and
then on economic and social development, with the environmental
protection and preservation being a slightly more parallel track and
receiving less attention. Economic and social development ideas
continued in the 1990s through the development of the first Hu-
man Development Index.

In the 2000s, the Millennium Development Goals (MDGs)
were launched, which aimed to address poverty, hunger, disease,



and inequality by 2015. The MDGs were a set of eight goals, which
included reducing poverty® and hunger, improving access to edu-
cation and healthcare, and promoting environmental sustainability
(to a lesser extent). These goals were met with mixed success, with
some progress made in areas such as reducing poverty and improv-
ing access to education and healthcare, but with significant chal-
lenges remaining in the areas such as environmental sustainability
and climate change.

Building on the MDGs, the United Nations launched the
Sustainable Development Goals (SDGs) in 2015, which aimed to
promote sustainable development in a more comprehensive and
integrated way, and simultaneously bring together the three di-
mensions of sustainable development and the three parallel tracks
of conventions, goals and commitments (on the economic, social
and environmental issues). The SDGs are a set of 17 goals to be met
by 2030, with 169 targets and 231 unique indicators. Unlike the
MDGs, the SDGs are universal in nature, meaning that they apply to
all countries, not just developing ones, and are equally strong with
respect to the economic, social and environmental dimensions, as
well as underpinned by peace, good governance and partnerships.
The continued implementation of these initiatives, as well as the
development of new and innovative approaches to development,
will be critical to achieving the goal of a more sustainable and equi-
table world for all, and the acceleration towards meeting the SDGs
is also needed and was called for by the UN Secretary General in
2020 with the UN Decade of Action for the SDGs.

The success of the developmental decades as well as various
international conventions and treaties, and its impact on the most
salient economic, social and environmental areas, has been mixed
(Kunci¢, 2016), with progress in some, and facing larger challenges

¢ Poverty is, of course, a big social problem but it is in Fact inequality, which lies be-
hind the poverty. So, in the long run, inequality needs to be addressed as a more
crucialissue. In the words of Sandrine Dixson-Decléve, author and co-president of
The Club of Rome “we are reaching dangerous levels of inequality: Do we want to
create the First trillionaire or do we want to create functional, fair democratic soci-
eties? Ultimately, Earth for All is about building societies that value prosperity for
all rather than profit for the few on a finite planet fit for the 21st century. Let us be
clear, a more equal society benefits everyone, even the very rich” (Dixson-Decleve
etal, 2022).



in other areas, which inevitably also gave rise to the holistic idea be-
hind United Nations Agenda 2030 and the SDGs.

Table 1. Selected key declarations and events marking the evolution of
Sustainable Development

Dev.
Decade

1960s

Key Moments

United Nations Charter

ECOSOC Sub-Commis-
sion on Economic Devel-
opment established

Universal Declaration of
Human Rights

Prebisch-Singer
Hypothesis

UN GA Resolution A/
RES/1710 (XVI): United
Nations Development
Decade (First Develop-
ment Decade)

The United Nations
Development Decade:
Proposals for Action

A range of educational,
health, water and sani-
tation goals set and also
achieved

World Employment
Programme

Year

1945

1946

1948

1950

1961

1962

1960s

1969

Key Points

Establishment of the UN and rec-
ognition of the importance of eco-
nomic and social development.

Industrialization, technology, and
trade diversification, established
to help the member states develop
their economic policies

Recognition of the link between
human rights and development

Developed economies dispropor-
tionately gaining through trade,
start of the Import Substitution
Industrialization (ISI) policy

Economic growth, social and cul-
tural changes, and better quality of
life. Called for the 1960s to be rec-
ognized as the UN's’ “Development
Decade” with the goal of accelerat-
ing economic growth in developing
countries to at least 5% annually by
1970. Continuation of the ISI policy
by some member states.

Calling for policies that would
achieve the intended growth

Polio reduced by 99% and chicken-
pox by 74%

Recognition of the importance of
employment for development by
the ILO.



Dev.
Decade

1970s

1980s

Key Moments

UN GA Resolution A/
RES/2626 (XXV): Inter-
national Development
Strategy for the Second
United Nations Develop-
ment Decade

UN Declaration A/
CONF.48/14/Rev.1: Dec-
laration of the United
Nations Conference on
the Human Environment
(Stockholm Declaration)

Programme of Action on
the Establishment of a
New International Eco-
nomic Order

UN GA Resolution A/
RES/3201 (S-VI): Decel-
eration on the Establish-
ment of a New Interna-
tional Economic Order
(NIEO)

The first UN conference
on women

Basic Needs Strategy

United Nations GA Res-
olution A/RES/35/56:
International Develop-
ment Strategy for the
Third United Nations
Development Decade

Year

1971

1972

1974

1974

1975

1976

1980

Key Points

Emphasis on a stronger role of the
state, redistributive policies and
structural changes to address ine-
qualities in international economic
relations. Developed countries to
give 0.7% of the GDP for foreign
aid, helping to achieve the target-
ed sustainable growth of 6% in
developing countries. Continuation
of the ISI policies by some member
states.

The first world conference to make
the environment a major issue. The
participants adopted a series of
principles for sound management
of the environment and it led to
the establishment of the UN Envi-
ronment Programme (UNEP)

Called for more equitable econom-
ic relations between developed
and developing countries

Call for a fairer global economic
system and greater economic sov-
ereignty for developing countries.

Highlighted the need for gender
equality and women’s empower-
ment in development efforts.

An ILO strategy on employment,
growth and redistribution accept-
ed widely

Focus on poverty reduction and
sustainable development. The
international developmental are-
na dominated more by efforts of
the WB and the IMF for adjusting
macro-economic imbalances and in-
flation, thus developmentally also
known as the “lost decade”.



Dev.
Decade

1990s

Key Moments

World Conservation 1980
Strategy: Living Re-

source Conserva-

tion for Sustainable
Development

Declaration on the Right 1986
to Development

Our Common Future 1987
(Brundtland Report)

The Intergovernmental 1988
Panel on Climate Change
(IPCC) was established

by the United Nations
Environment Pro-

gramme (UNEP) and the
World Meteorological
Organization (WMO)

United Nations GA Res-
olution A/RES/45/199:
International Develop-
ment Strategy for the
Fourth United Nations
Development Decade

UNDP Human Develop- 1990
ment Index (HDI)

UN GA Resolution A/ 1992
CONF.151/26 at the

Earth Summit in Rio de
Janeiro, Agenda 21

Key Points

First international document on
living resource conservation, argu-
ing that sustainable development
should support conservation

Linking development as a right
within the human rights framework

The report defined the principle
and definition of sustainable devel-
opment still used today as “devel-
opment that meets the needs of
the present without compromising
the ability of future generations

to meet their own needs.”, major
milestone in the understanding of
sustainable development

United Nations body for assessing
the science related to climate
change and assessing its impact on
the world and the future.

More of the WB and IMF policies,
but also UN reorientation back
to the primacy of developmental
priorities

First HDI published, combining
income, health and education in
one index

Development and environment,
with drafting of three major trea-
ties on climate change, biological
diversity and combating desertifi-
cation. Agenda 21 is a non-binding
action plan of the United Na-
tions with regard to sustainable
development.



Dev.
Decade

2000s

Key Moments

United Nations Confer- 1992
ence on Environment &
Development: AGENDA

21 (Earth Summit)

United Nations Frame- 1992
work Convention on Cli-

mate Change (UNFCCC)

Convention on Biological 1992

Diversity (CBD)

Convention on 1994

Desertification

World Summit for
Social Development
(Copenhagen)

1995

UN GA Resolution 5A/
RES/55/2: United Na-
tions Millennium Decla-
ration (MDGs)

2000

UN GA Resolution Road
Map towards the Imple-
mentation of the United
Nations Millennium
Declaration

2001

UN World Summit on
Sustainable Develop-
ment (Johannesburg
Summit)

2002

Key Points

A comprehensive plan of action to
be taken globally, nationally and
locally by organizations of the Unit-
ed Nations System, Governments,
and Major Groups in every area

in which human impacts on the
environment

UNFCCC established by an interna-
tional treaty signed by 154 states,
committing signatories to reduce
atmospheric concentrations of
greenhouse gases with the goal
of “preventing dangerous anthro-
pogenic interference with Earth’s
climate system”.

First global agreement to cover all
aspects of biological diversity

Convention to Combat Desertifica-
tion in Those Countries Experienc-
ing Serious Drought and/or Deser-
tification, particularly in Africa

Governments reached a new con-
sensus on the need to put people
at the centre of development, fo-
cusing on poverty, full employment
and social integration

The adoption of the Millennium
Development Goals, 8 economic
and social goals with specific tar-
gets to be achieved by 2015

Operationalizing the Millennium
Declaration and the MDGs

Adopted a Political Declaration and
Implementation Plan which includ-
ed provisions covering a set of ac-
tivities and measures to be taken in
order to achieve development that
takes into account respect for the
environment



Dev. Key Moments Year Key Points

Decade

2010s  UN General Assem- 2012 Commitments from Rio 1992
bly Resolution A/ regarding environmental sustaina-
RES/66/288. The Future bility were not successful and were
We Want (Rio+ 20) thus renewed

UN GA Resolution A/ 2015 Start of the United Nations 2030

RES/70/1: Transforming Agenda and a set of 17 Sustainable
Our World: The 2030 Development Goals (SDGs) with
Agenda for Sustainable 169 targets to be achieved by
Development (SDGs) 2030, bringing together economic,

social and environmental dimen-
sion for the first time, underpinned
by peace, good governance and
partnerships.

Paris Agreement 2015 Adopted by 196 parties at the

(COP21) UN Climate Change Conference
(COP21) in Paris, aiming to com-
bat climate change by reducing
greenhouse gases’ emission with
the goal to hold “the increase in
the global average temperature to
well below 2°C above pre-industrial
levels” and pursue efforts “to limit
the temperature increase to 1.5°C
above pre-industrial levels.”

UN GA Resolution A/ 2015 The outcome of the 2015 Third In-

RES/69/313: Addis ternational Conference on Financ-
Ababa Action Agenda ing for Development, held in Addis
(AAAA) Ababa, by 174 parties, represent-

ing a new global framework for
financing sustainable development
by aligning all financing flows and
policies with economic, social and
environmental priorities.

UN GA Resolution A/ 2015 Focuses on the adoption of meas-

RES/69/283: Sendai ures which address the three di-
Framework for Dis- mensions of disaster risk (exposure
aster Risk Reduction to hazards, vulnerability and capac-
(2015-2030) ity, and hazard’s characteristics) in

order to prevent the creation of
new risk, reduce existing risk and
increase resilience.



Dev. Key Moments Year Key Points
Decade

UN Decade of Action for 2019 UN SG launched the Decade of

the SDGs Action to accelerate progress to-
wards achieving the SDGs by 2030,
calling on all sectors of society to
mobilize on three levels: global ac-
tion, local action and people action

Source: United Nations General Assembly. 1960-2015c

Due to the limitations of the current high growth paradigm
in developmental models, which brought about all the existing
crises and the negative implications for the environment and cli-
mate, and exacerbated inequalities, the debates started question-
ing such anthropocentric consumerist focus in development. New
paradigms are in the making, since the present models are biolog-
ically unsustainable, and so is the urgency to act and change the
imbalances of broken socio-economic models. New approaches can
be regarded as complementary to the last stage of the concept of
sustainable development as defined above — the Sustainable Devel-
opment Goals.

Such new approaches are radically questioning some basis
postulates of the existing growth paradigms. The most radical one
is the zero-growth or de-growth scenario, the idea behind which is
to reduce emissions and other negative effects on climate and the
environment by slowing down or even stopping growth. Howev-
er, Damijan (2021) believes that this cannot resolve the problems
but only freeze them, preserving the existing inequalities in the
world, such as the poverty in LDCs. Nevertheless, de-growth men-
tality and thinking holds some potential, as lower growth some-
times also being associated with opportunities for eliminating the
most polluting and climate damaging activities, as has already been
happening in developed countries (see Svetlicic¢, 2021), albeit this
trade-off is not a must.

Another idea is to substitute the initial Limits to Growth idea
(Club of Rome) with the Limits within Growth (Earth for All, 2022),
emphasizing the growth in the values instead of volumes, and
wellbeing instead of wealth, all in order to save the only planet we



have. Kate Raworth has started a similar path with her Doughnut
economy model (2017) even earlier, calling for a complete trans-
formation of the prevailing development model (of endless GDP
growth), and making sustainability and social goals the top priori-
ty. In a doughnut economy, 12 social foundations are met without
overshooting any of the nine ecological ceilings. The problem is
however, that such an ,idealistic model might not be viable” (Milan-
ovi¢, 2018) on account that there is no single world welfare func-
tion we all subscribe to, nor perfect information, or perfect markets
allowing for either a centrally planned or market based mechanism
to maximize it.

Nevertheless, both the thinking around SDGs and new think-
ing models as the abovementioned, should be a welcome wake-up
call to transform our growth maximization worldview into a more
balanced, sustainable perspective that allows both humans and
the planet to thrive. What is thus needed is to find a realistic way
to achieve such ambitious goals and adjust them to the specific
needs, values and priorities of each society, and its development
stage (there is no one-fits-all strategy), just like developed coun-
tries did in their catching-up period. Such long-term sustainable
goals seem achievable only if the entire global system is changed
(Svetlicic, 2021).

Analysis and Discussion of the Western Balkans

SDG Performance Comparisons in the Countries of the
Western Balkans

Sustainable Development Goals (SDG) monitoring and evalu-
ation reports are essential tools for tracking the progress of coun-
tries. They provide a comprehensive analysis of the implementation
of the SDGs at the national and international levels, and evaluate
the progress made towards achieving the targets set for each goal,
while they also identify areas where further action is required.
They also need to include a set of indicators to measure the pro-
gress towards each goal, and assess the quality and availability of
data on each indicator, and identify the data gaps that need to
be addressed. In addition to monitoring progress, SDG evaluation



reports should also assess the effectiveness of the policies and in-
terventions aimed at achieving the SDGs. They should provide rec-
ommendations for improving the implementation of the SDGs and
identify best practices that can be replicated in other countries.

SDG monitoring and evaluation reports are produced by
various organizations, including governments (through voluntary
national reviews, presented in the High Level Political Forum every
year at the UN headquarters in NY), international organizations
(UN SG's annual Sustainable Development Goals Report; OECD's
report, etc.), and civil society groups/NGOs. The reports are usually
published annually or biennially and provide an important tool for
tracking progress towards the SDGs and ensuring accountability.
Unfortunately, not many are available that satisfy the criteria set in
the paragraph above, and might allow a clear inter country and in-
ter temporal comparison of SDG progress, achievements and bot-
tlenecks. In fact, there is only one global report that allows that.

The Sustainable Development Report, formerly known as the
SDG Index & Dashboards, is a global study that evaluates the pro-
gress of each country in achieving the SDGs. The report is a useful
tool for both governments and civil society to identify priorities for
action, understand key challenges, track progress, ensure accounta-
bility, and identify gaps that need to be closed to achieve the SDGs
by 2030. The Sustainable Development Report is produced by the
Sustainable Development Solutions Network, a non-profit launched
by the United Nations in 2012 to promote the implementation of
the SDGs, led by the Economist Jeffrey Sachs. It is not an official
monitoring tool, but rather a complement to the official SDG in-
dicators and voluntary country-led review processes. The report
uses publicly available data from official data providers such as the
World Bank, WHO, and ILO, as well as other research centres and
non-governmental organizations. The popularity of the global SDG
Index and Dashboards has inspired localized assessments of SDG
progress around the world. It must also be noted that only some of
the indicators used in the report are the official UN SDG Indicators,
while many are proxies used in order to attain data availability and
coverage across countries (Sachs et al., 2022).

The 2022 Sustainable Development Report (SDR) ranks and
scores 166 countries based on a composite score that estimates



their achievement of the 17 SDGs. The SDR tracks 120 indicators
and specifies whether a given indicator or SDG are on track, or

if challenges, significant challenges, or major challenges remain

in the way of achieving the given SDG. It calculates SDG specific
scores as well an overall SDG Index score. With respect to this, the
highest-ranking WB country is Serbia on 35 place with the score
of 75.9. It is followed by North Macedonia at 57t and the score

of 72.3, which is very closely followed by Bosnia and Herzegovi-
na and Albania at 59* and 61 place and respective scores of 71.6
and 71.7, and Montenegro which is much behind, being ranked 86
with the score of 68.8 (Sachs et al., 2022).

Table 2 shows an excerpt from the SDR 2022 SDG dash-
board for WB countries, showing both SDG achievements and
trends, for each SDG separately. Table 3 summarizes these results
further by only looking at the extremes, both in terms of the levels
and in terms of the dynamics. We can see that, in line with the SDG
Index itself, Montenegro as the worst performer, has five SDGs
with major challenges remaining and only two on track to meet the
targets. North Macedonia has not achieved any SDGs yet. However,
itis the only country in the WB that does not have any SDGs with
major challenges remaining, and is situated strongly in between
in terms of its SDG achievements while also being the second best
in terms of dynamics, with five goals on track (and one —SDG 13,
decreasing). Albania is the absolute winner in terms having five
SDGs dynamically on track. Serbia is the other country apart from
North Macedonia that also has a decreasing trend on the same SDG
as North Macedonia. Finally, Bosnia and Herzegovina has achieved
one SDG, while also experiencing major challenges concerning an-
other one (SDG 11).

Across the WB, we can visually identify reduction of poverty
(SDG 1) as the most successful goal both in terms of achievements,
and dynamics, with all five countries being on track to meet the
goal and two already meeting the goal. Another positive goal that
stands out is SDG 6, where significant challenges remain in all coun-
tries, but all except Bosnia and Herzegovina are on track to meeting
the targets. On the other hand, the worst ranking goals, where two
or more countries are experiencing major challenges, are Sustain-
able cities and communities (SDG 11), Life bellow water (SDG 14)
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and Life on land (SDG 15), i.e. very much the environmental goals.
In terms of dynamics, we can see that SDG 11 achievements are
stagnating (apart from Serbia showing a moderate increase). We
further have two countries stagnating and three moderately pro-
gressing in SDG 15, while SDG 14 also shows unfavourable data for
two countries, and stagnating or moderately increasing trends for
the others.

Table 3. Extreme achievements and trends for WB countries across the SDGs

chaﬁ:’:‘aj:; Differ- # On # De- Differ-
Achieved ng ence track creasing ence
remaining
Albania 1 2 -1 5 0 5
Bosnia anfj 1 1 0 4 0 4
Herzegovina
Montenegro 0 5 5 2 0 2
North
Macedonia g g v 5 [ &
Serbia 1 1 0 4 1 3

Source: Own calculations and Sachs et al. (2022). No data for Kosovo available.

We next turn to the general dynamics of the SDG Index,
where Figure 1 shows the progress in the overall SDG Index across
the WB countries from 2000 to 2021. In the 22 years in question,
the biggest progress was achieved by Albania, with a 12% increase,
followed by North Macedonia with 10%, and Bosnia and Herzegovi-
na and Serbia both with 9%, while Montenegro lags behind with 5%.
Both Montenegro and North Macedonia also have a visible drops in
that period. All these countries have also experienced yearly nega-
tive growths/setbacks in that period. The overall progress in sustain-
able development is visible in all WB countries and highly correlated,
with highly significant pairwise Pearson Correlation Coefficients of
more than 90% for all country pairs apart from North Macedonia
and Montenegro (86%) and Montenegro and Serbia (88%).

We proceed with the application of the RCO-UNCT Econ-
omist Toolkit (Kuncic, Hamilton 2021) to the WB countries. The
Toolkit includes three policy papers and statistical code in Stata



Figure 1. SDG Index dynamics

SDG Index Dynamics

Source: Own representation and Sachs et al. (2022). No data for Kosovo available.

that enable governments and UNCTs to make macro SDG forecasts,
assess SDG interlinkages, and evaluate human rights and LNOB
quantitatively. The research aims to identify suitable policy inter-
ventions for SDG acceleration and consider the integrated nature
of the SDGs, while focusing on vulnerable groups and human rights.
The approach allows for forecasting macroeconomic SDG scores
on a country level and comparing trajectories based on recent ex-
periences of comparable countries. The Toolkit enhances analyti-
cal capabilities and promotes comparability amongst UN Common
Country Analyses and UN Cooperation Frameworks for regional
and global monitoring and reporting. Perhaps the most intriguing
and useful characteristic of the Toolkit is that it provides not only
the code and the data needed for implementation, but also has au-
to-programmed features in Excel with automatically delivering the
SDG projections/simulations and Human Rights analyses for all the
countries available (over 150).

The methodology for all three parts of the Toolkit (SDG pro-
jections/simulations; Human Rights and vulnerable groups over-
lap with SDGs analysis; and SDG interlinkages/network analysis) is
available in Kuncic and Hamilton (2021, 2023). Here we just recap
the main points of the analysis most interesting for our purpos-
es, which we then continue to build on - the SDG projections/sim-
ulations for the WB countries. The Toolkit identifies the nearest
neighbours (NNs) of a focus country based on their achievements in
the SDGs over the past ten years. The toolkit uses the Sustainable



Development Report (Sachs, 2021) to generate composite SDG
scores for each country and year, which are normalized and car-
ried forward and backward to prevent synthetic variability based
on data gaps, in essence staying true to the Sachs 2021 and 2022
methodology, but nevertheless with some deviations so there is no
complete overlapping. The toolkit then calculates the growth rate
and the nearest neighbour (NN) match score for each country. The
SDG scores for the focus country are extrapolated to 2030 using
the mean trend growth rate of the top five and bottom five NNs, as
well as the focus country’s historical annual growth rate. The toolkit
also identifies the top five (most successful) and bottom five (least
successful) NNs in the closest 15% nearest neighbour matches for
each SDG, with the aim of facilitating peer learning and policy trans-
fer, and SDG simulations.

The results for each WB country are shown in Figures 2a-e),
but only for the Overall SDG Score, which is an arithmetic mean
of all 17 other SDG specific scores, so it shows the overall situa-
tion and possible pathways forward. These projections are how-
ever available, for each SDG separately, and it is there where the
policies that we can identify through a NN approach become even
more useful. It is shown for instance for the case of Saudi Arabia
in a long paper on identifying peer learning opportunities and the
exact SDG segregated policies using the NN methodology and

Figure 2a. SDG Simulations up to 2030; Albania
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Figure 2b. SDG Simulations up to 2030; Bosnia and Herzegovina
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Figure 2¢. SDG Simulations up to 2030; Montenegro

Overall SDG Score: Montenegro
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applying it to Saudi Arabian context (Shen et al., 2022). As such, an
application demands the space and details, country by country; we
present the overall situation with the Overall SDG Scores for the
WB countries all together. Due to the nature of the simulations,

it startsin 2021 and due to some differences in methodology, the
scores do not overlap completely with Sachs et al. (2021), but the



Figure 2d. SDG Simulations up to 2030; North Macedonia
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Figure 2e. SDG Simulations up to 2030; Serbia
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rankings remain the same, with Serbia in the lead and Montenegro
trailing behind.

Each country Figure below firstly presents the recalculated
historical scores, and then offers three simulations for the future
up to 2030. The first simulation is the historical pathway/trend of
the country, the second one is the arithmetic average of the annual



growth rate of the five most successful (top) NNs, and the third one
is the arithmetic average of the annual growth rate of the five least
successful (bottom) NNs.

Table 4 provides a summary overview, where the 2021
scores are the SDR scores and the subsequently calculated simu-
lation scores have been linearly adjusted (shifted) for that same
amount. Now, we can answer an interesting question —where
would our WB countries be in 2021, had they in fact grown at the
rate of the Top 5 NNs in the preceding decade. Serbia would still
be the absolute winner at the fantastic fourth place, only bested
by Finland, Sweden and Denmark. It would be followed immediate-
ly and equally impressively by Bosnia and Herzegovina at the fifth
place. North Macedonia would be at position 12, Albania at 24, and
Montenegro, as the last in the WB group, at 36. In terms of ascend-
ing the greatest number of positions, Montenegro would in fact be
the winner, as it rose by 49 places, while Serbia would be the last,
with a rise of “only” 30 place (both not surprising due to the uncon-
ditional convergence basis of the simulation method).

Table 4. Counterfactual for 2021 had the countries
grown at the rate of the Top 5 NNs

Bosnia and Monte- North

Herzegovina negro Macedonia Serbia
2021 SDG Index Score 71.0 73.7 68.2 72.5 75.6
2021 SDG Index Rank 64 47 85 54 34
Adjusted Max score
(Top 5 NN) 79 82.2 75.5 80.4 83.8
Adjusted Max rank for
2021 (Top 5 NNs) 2 . = 2 .
Increase in rank for +40 +42 +49 +42 +30

2021 (Top 5 NNs)

Source: Sachs et al., 2021, Kuncic & Hamilton, 2021, and own calculations and
simulations

Turning back again to the SDG simulations in Figure 2, show-
ing potential pathways up until 2030, we want to be able to better
evaluate what the opportunity cost of inaction is. In order to do
that, we calculate the surfaces of the two triangles created by our
SDG simulations, as in Figure 3. Triangle A represents the potential



gain between the historical trajectory up to 2030, and the trajecto-
ry based on the Top 5 NNs growth rates, i.e. the simulated trajecto-
ry indicating the development should a country put realistically op-
timal policies in place. In other words, we can understand this could
imply a potential gain, or an opportunity cost in case of simply con-
tinuing on the historical path. On the other side, we also have the
triangle between the historical trajectory and the trajectory based
on the bottom 5 NNs growth rates. That one represents the situ-
ation where the country would be adopting the worst policy mix,
based on the bad policy mixes in other countries, and can be under-
stood as a potential loss.

Figure 3. Opportunity costs breakdown
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Table 5 shows the calculated areas A and B for each country,
the potential gains and the potential losses. In terms of potential
gain, Bosnia and Herzegovina has the largest potential, followed
by Albania, Montenegro, Serbia and then North Macedonia at the
end. On the other hand, of course, we also have the potential loss,
where North Macedonia faces the largest threat, followed by Ser-
bia and then the rest. Perhaps even more interesting is what is not-
ed in the table as a Blind Benefit of Action (BBA) and is calculated



as a coefficient of A/ (A+B) and expressed as a percentage number.
It juxtaposes potential gains and potential losses in case the poli-
cies are drawn at random, end estimates the likelihood of them be-
ing successful. The higher the number, the more it makes sense for
the country to implement different policies than it has so far, as the
blind chance of accelerating sustainable development and moving
from the historical trajectory towards the Top 5 NN trajectory be-
comes higher. Bosnia and Herzegovina as well as Montenegro both
have very high BBAs of around 80%, followed by reasonably high
BBA of Albania at a bit over 70%. Serbia trails behind with just over
60%. The last one is North Macedonia, where there is likelihood of
50% that a policy drawn at random would have an equal chance of
getting the country closer to a higher sustainable development tra-
jectory or closer to a lower trajectory.

Table 5. Potential gains (A) and losses (B) of implementing
new policy mixes from the NNs

Albania Bosniaand Montenegro North Serbia

Herzegovina Macedonia
Potential gain (A) 28.4 31.05 26.55 21.6 24.75
Potential loss (B) 11.25 7.2 7.65 2115 153
Blind Benefit of 72% 81% 78% 51% 62%

Action (BBA)

Source: Own calculations and simulations

Luckily though, policies are not normally drawn at random,
but are usually underpinned by expert opinion, are evidence based,
designed in light of national priorities, and quite often, are based
on the experiences/examples of other countries that have gone
through that particular stage of development already. For each
SDG and for each country in question, we have the list of Top 5 NNs
that have implemented the policies in the last decade, which made
tangible progress on that particular SDG possible. That is where
the peer learning potential lies in, and that is where the countries
should look from the very start for a collection of potential policies
practically guaranteeing convergence towards the good develop-
mental trajectory. We do not waste space by providing the tables



for NNs for all 17 SDGs, but show the concept on the example of a
weak SDG across all WB countries: SDG 11.

Table 6 shows the NNs, as defined above, for the WB coun-
tries concerning the SDG 11 for the purpose of peer learning. Each
country has had the Top 5 best performing NNs identified, as well
as the average yearly growth rates of those countries in terms of
SDG 11 score in the last decade. The sets of Top 5 countries dif-
fer from country to country, with some overlapping for those WB
countries that currently have a similar SDG 11 score. We, of course,
cannot expect that all the policies in such a set of countries will be
relevant for the context of, let's say, Bosnia and Herzegovina. Look-
ing at exactly what kind of policies made these five countries very
successful, will result in an initial policy set for Bosnia and Herzego-
vina, which can then be further developed and applied as the spe-
cific context allows and as far as it makes sense. Shen et al. (2022)
show the usefulness of such an approach for a country by collecting
policies for each SDG for the case of Saudi Arabia, and developing a
process that then filters those policies in terms of how appropriate
they are for the context of Saudi Arabia.

Table 6. Nearest neighbours for the WB countries for SDG 11
— Sustainable cities and communities, for peer learning

ALEDIES Bosniaand Montenegro North

Herzegovina Macedonia

Top 5 NNs Top 5 NNs Top 5 NNs Top 5 NNs Top 5 NNs

Malta 1.30 Nicara- 0.82 Tajikistan 1.20 ElSalva- 0.89 Panama 0.91
gua dor

SriLanka 1.28 Guate- 0.76 Belize 1.08 Guate- 0.76 ElSalva- 0.89
mala mala dor

Azerbai- 1.27 Paraguay 0.63 Nicara- 0.82 Paraguay 0.63 Kyrgyz. 0.75
jan gua Republic

Lao PDR 1.21 Hondu- 0.61 Guate- 0.76 Hondu- 0.61 Paraguay 0.63
ras mala ras

Para- 0.82 Eswatini 0.47 Hondu- 0.61 Belarus 0.37 Ecuador 0.49
guay ras

Average: 1.18 Average: 0.66 Average: 0.89 Average: 0.65 Average: 0.74

Source: Own calculations and simulations



Moreover, the important thing in such an exercise though,
is that it is done SDG by SDG, rather than using the overall score
as in this paper, which is the option chosen for brevity and illus-
tration. The SDG by SDG simulations, as well as identification of
country-SDG specific Top 5 NNs is where the more accurate sim-
ulations/projections and the largest peer learning potential lie.
Looking at the NNs also implies that within the WB region peer
learning potential may be limited. The grouping of the countries
together based on anything but their respective performance in
different facets of sustainable development —or in different SDGs
—is less relevant or helpful for the purpose of SDG acceleration,
as pointed out by Kuncic (2018) with an application of the SDG
groups most appropriate for the Arab region (spoiler: they are
SDG-specific and do not conform to any existing geographical clas-
sification normally used). Finally, there is a danger of not seeing
the forest for the trees, namely that by focusing only on individu-
al SDGs, important interlinkages and synergies are missed, which
the policy maker should not only be aware of, but be able to take
the full advantage of. Kuncic (2019) applies network analysis to
the system of SDGs and shows the usefulness of such an approach
to capture that relationship and identify positive and negative in-
terlinkages, as well as sets of goals, which should be targeted by
policy bundles. That kind of analysis, albeit exceeding the scope of
this paper, would adequately complement country-specific sus-
tainable development studies, as it could including more emphasis
on the overlapping between human rights and vulnerable groups
on the one hand and SDG policymaking on the other (Kuncic and
Hamilton 2021).

Assessment of the Results in View of Inherited
Problems

Before comprehensively assessing the results the WB coun-
tries achieved in the realization of SGD goals, it is necessary to see
them in the light of their starting positions, which were much dif-
ferent than those other European countries. This is of paramount
importance, since:



“too often today'’s realities in the diverse and dynamic regi-
on of the WB are sometimes only the excuse for underper-
formance in the economic and political area or are, at the
other extreme totally neglected written off as mere legacies
of the violent past” (Wentholt, 2020: 13).

In the modern euphoria of ethno-nationalisms, conflicts and
differences are emphasized much more than similarities, often
reaching far back in history. Such conflicts among political parties
and civil society abound within the WB countries. Political instabili-
ty and changes of governments are frequent. This is not surprising,
since not all of the consequences of the disintegration and years
of war and conflict on its territory could have been rehabilitated
quickly. Therefore, a more realistic and balanced approach is neces-
sary to understanding the context.

There are at least four sets of special circumstances influenc-
ing the WB countries’ paths of sustainable development (evaluated
in the context of SDGs, within the latest international sustainable
development framework which is currently in place), which we dis-
cuss in turn:

1. Problems related to their former socialist socio political and
economic systems.

2. Problems specific to the transition from socialist to capitalist
economy.

3. Yugoslav War and its consequences.

4. Problems specific to the inherited economic structure and
development strategies.

Ad 1. All of the WB countries after WWII had turned to so-
cialism, although in quite different ways, which led to having rem-
nants of the socio-political and economic system even after the
nominal transitions to democracies and market-based economies.
The “socialism” of the successor states of Yugoslavia was quite
unique, as “compared to the more rigid communist economies in
Central and Eastern Europe, the Yugoslav experience of ‘market so-
cialism’ offered a promising starting point for the envisioned soci-
oeconomic liberalisation. Especially in the 2000s, regional econom-
ic growth was solid and income per capita increased” (Wentholt,
2020: 13). Albania on the other hand had adopted a more radical



Marxist path of socialism, all until the death of Enver Hoxha in
1985, when the new regime of Ramiz Alia introduced some gradual
measures of liberalization, and then granting the freedom to trav-
el abroadin 1990. Albania has been for a long time politically and
economically isolated from the world, while the successor states
of Yugoslavia, with its non-aligned foreign policy and ever-strong-
er economic ties with the West (after the split with Stalin in 1948),
have been much more outward oriented.

Uvali¢ (2018) nicely explains the specifics of the former Yugo-
slav countries. The legacies of Yugoslav socialist system have influ-
enced the transition process and even further transformation to the
capitalist economies, of course differently in each of the WB coun-
tries. Four elements had already made Yugoslavia different earlier,
after its initial phase: transition from central planning to quasi mar-
ket-oriented open economy,’” self-management, decentralization
and non-aligned foreign policy. “From the early 1950s, the Yugoslav
government implemented a series of economic reforms that gradually
decentralized the economy, introduced elements of the market mecha-
nism and developed workers’ sel~-management. Although planning was
a permanent feature it was more a flexible system based on the plan-
ning basic proportions/targets” (Uvali¢, 2018: 6). After the initial peri-
od of centralized planning, the so called “Visible Hand” period from
1952 to 1965, Yugoslavia moved on to the “Market Self-manage-
ment” era from 1965 to 1972 and the “Social Planning” period after
1974 (Estrin, 1983: 57). The last but relevant characteristics of the
Yugoslav economy, which has also had an impact on today’s devel-
opment strategies and the implementation of SDGs, is the principle
of solidarity, utilised in order to reduce the differences in the level
of economic development among the republics and two provinces.
Based on such an inherited principle one can assume that people
are keener on fighting for the realization of SDGs even today.

Ad 2. The so-called Yugoslav market socialism made it eas-
ier to start the transition in some ways, but at the same time also
slowed down other reforms. “The timing and speed of implementa-
tion of transition-related economic reforms varied considerably, to a

” Yugoslavia was the first socialist country to allow quasi-foreign direct investments
(only joint ventures up to 49 % foreign ownership) in 1967.



great extent determined by the very different political conditions in
each country in the early 1990s primarily due to major political insta-
bility. Political issues were given precedence over the economic ones
and implied extreme economic costs. ... The results were country-spe-
cific varieties of capitalism largely determined by the political orien-
tation and priorities of the main political parties in power (Uvali¢,
2018: 31, 32, 34). The free market ideology has nominally replaced
the socialist ideology in all countries. “The introduction of the neo-
liberal concept of development induced a strong process of deindus-
trialization, emerging due to the applied economic changes and the
collapse of industrial development.... The reforms led to a dramat-

ic reduction in industrial employment between 1989 and 2012, as
well as a decline in the share of manufacturing in GDP from 44.5%
to 18.43%" (Zekovi¢ & A. Peri¢, 2023: 10-11). The industrialization
intensity indices among countries were different, as were the lev-
els of industrialization of the WB countries (a difference between
them up to a factor of 4), the intensity of the reduction in the

role of manufacturing (compared to 1990), as well as competitive
industrial performance — CIP index (which differed up to 5 times
among countries) (Ibid., 2023: 15-16). Serbia was the last one to
implement such reforms with very slow privatization and abolish-
ment of social property. The nominal changes often failed, as the
striving for independence was nationalistic in character (rather
than liberty and human rights centred), and the old structures of
power managed to preserve themselves using means other than
the political ones.

This led to the last important characteristic of the transition
in most of the successor states of former Yugoslavia, i.e. the con-
centration of ownership mostly in the hands of national tycoon cap-
italists (oligarchs), where the tycoons were frequently close to the
political parties in power. It also led to the collusion between the
economic and political elites, as well as very slow in implementation
and consolidation of democracies, and having persistently subop-
timal outcomes in the market, as shown for the case of Slovenia by
Burger and Kuncic (2014). Such elites quickly changed Marx’s Cap-
ital for “Dress for Success”. Greed became an important motive,
which at the same time had negative effects on the implementa-
tion of SDGs, making the majority of them secondary to economic



growth priorities.? Such a transition was later also accompanied by
falling living standards, particularly during the Great Recession in
the years after 2007. The consequence of the 2007/2008 global fi-
nancial crises was also:

“Large-scale anti-government protests in cities all over the
region from Belgrade to Tirana illustrating the democratic
backsliding that has plagued the region. Governments all
over the region move towards ‘illiberal politics’ and ‘competi-
tive authoritarianism’, formally allowing for multiparty electi-
ons but maintaining a tight grip on power and limiting demo-
cratic rights...In a report that made international headlines,
Freedom House concluded that Serbia and Montenegro are
no longer democracies, but instead, like Bosnia and Her-
zegovina and Albania, “hybrid regimes”. Kosovo and North
Macedonia showed progress on these criteria, but the most
recent political turmoil in Kosovo confirms Freedom House's
“doubts about future progress” (Wentholt, 2020: 18).

The growing populism and a turn to authoritarianism, to-
gether with still very many alive ethno-nationalist conflicts among
and within the WB countries, were deteriorating the socio-political
environment for the implementation of the SDGs, which often be-
came secondary on the political agenda.

Ad 3. Objective evaluation of the realization of SDGs cannot
be made without taking into consideration huge cultural, historic
and economic differences among the WB countries, which creat-
ed the environment for multiple wars and conflicts on the territo-
ry of former Yugoslavia after the breakup of the countryin 1991.
The costs of disintegration, breaking up of economic ties, massive
displacement of populations, international sanctions, and exclusion
from international organizations donor programs for some of the
successor states, made their starting position for the implementa-
tion of the SDGs much more difficult. Reconstruction of the econo-
mies was the immediate and first priority. Albania was obviously in
a different situation, but surrounded with Kosovo and N. Macedo-
nia with considerable Albanian populations as well, it did feel some
spill over effects of the conflicts.

8 According to Balkan Barometer 2022, 49 out of 100 WB citizens think that growth
is a priority.



Inherited and transition-related differences in economic per-
formance, new income inequalities adding to the already existing
and inherited ones, and different levels of social standard, caused
great social tensions, corruption, nepotism and high criminality. En-
vironmental and climate problems are, according to Balkan Barom-
eter (BB), not addressed as desired and 27 out of 100 WB citizens
think that corruption is a big problem (more thanin 2015). The
result is a huge brain drain; as much as 67 out of 100 young peo-
ple are thinking of leaving their country and working abroad. Poor
institutional capacity of the governments made them incapable to
address such mounting social and political problems, incurring high
costs which “could indeed become much larger than the benefits
provided so far by capitalism” (Popov, 2017). In addition, “over the
years, clientele’s networks have ‘captured’ weak state institutions,
using these official channels to protect their vested interests”
(Wentholt, 2020: 20) since weak institutions extract wealth from
the majority of citizens and redistribute it to the minority (Ostoji¢,
2020: 130). Although there is almost a political economy consensus
on the need for a strong state for long term development (Dell et
al., 2017), it has also been demonstrated that states are not neces-
sarily drivers of welfare gains, particularly if they rest in the hands
of powerful elites, as the captured state model explains. The con-
sequences also include misalignments of incentives of government
officials, weakening states’ capacities, and frameworks of wide-
spread corruption (Trebbi & Washington, 2023).

Ad 4. A major characteristic of the former Yugoslav econo-
mies, and even more so of Albania, was underdevelopment. Sub-
stantial differences among republics and provinces continued to
exist. The share of agriculture was much higher than in other Eu-
ropean countries. Public and state ownership prevailed. Industrial-
ization was characterized by a mix of heavy industry and consumer
goods production, with a focus on self-sufficiency. Heavy, energy
intensive industries were gradually transformed to the more devel-
oped manufacturing-oriented ones, with an increasing role of light-
er industries (metallurgy, chemicals, textiles, automobile, furniture,
electronics and food-processing sectors). Labour intensive manu-
facturing activities gradually became important export sectors of
the economies. The industrial share of the social product (now GDP)



was gradually and substantially increasing, and consequently that
of agriculture was decreasing. Its share ranges nowadays (in 2021)
from the lowest in Kosovo at 12% of GDP, and 16% in Montenegro,
to the highest of 26% in Serbia, followed by 24% in North Macedo-
nia and 23% in B&H (EU average is 25%). Before the 1990s, industri-
al sectors across the WB countries were over-staffed and the capac-
ities underutilized. Therefore, the productivity was low. Inflation
rate, although volatile, was very high on average, reaching its peak
just before the breakup of former Yugoslavia (2,685% in December
1990; 1240% annual rate; World Bank, 1990). The stabilization pro-
gram was adopted in late 1989, when Yugoslavia was hit by hyper-
inflation. Unemployment was much higher than in the EU. Yugo-
slavia was highly indebted. By 1981, it had incurred $18.9 billion in
foreign debt® also affected by the negative trade balances. Initially,
a rather closed, self-sufficient, autarky economy started to open up
after the major economic reform of 1965. More outward oriented
strategy, with export becoming the development priority gradually
enriched initial import substitution strategy. Manufacturing sectors
were nevertheless highly protected for too long. Many of them had
consequently not been able to meet international competition af-
ter the total opening up during the transition, and they collapsed.
What was specific for Albania prior to 1991 was that the
Communist Party controlled the entire economy through five-year
plans, with state control over the entire production, collectivized
agriculture, nationalized industry, and with no private enterprises
allowed. Foreign aid and investment were also forbidden, contrib-
uting to Albania’s reputation as an isolationist country. After com-
munism, there was a shift towards decentralization and lifting of
private trade restrictions, leading to increased foreign investments
in the mid-1990s, accompanied with a rapid economic growth.
However, setbacks such as the pyramid finance scheme of 1997 and
political polarization, hampered economic development, and even
more so, sustainable economic development throughout the 1990s.
In comparison with the other WB countries, Albania consistently had
a higher share of agriculture value added, which was for instance
over 36% in 1966, falling down to 18% in 2021, but still employing

® OECD Economic Surveys: Yugoslavia, 1990: 34.



about half of the total work force. Apart from Agriculture, Albania’s
economy today is based on services at around 50% — a half of which
representing tourism, and the industrial sector at around 25%.

The economy has been characterized by high unemployment (12%,
youth unemployment at 21%), a large informal sector of around
30%, and a high public debt-to-GDP ratio of over 80%. Export rev-
enues represent around 30% of the GDP, which makes the country
relatively self-reliant and less affected by external factors.

In spite of all these starting difficulties, table 7 reveals that
all WB countries have achieved quite impressive results in increas-
ing their GDP p.c. throughout the transition, but less so in improv-
ing their human development index (HDI) or rank.

Table 7. GDP per capita and HDI index of Western Balkan countries

Country e AL Improvement of
(current US dollars) rank
1995 or the
latest available vzl kB 202

Albania 586 6,493 75 67 8 places
Soslnd 498 7,143 81 74 7 places
Herzegovina
North
Macedonia 2,373 6,695 82 78 4 places
Montenegro 1,627 (2000) 9,466 48 49 1 place
Serbia 2,208 9,164 66 63 3 places
Kosovo 1,088 (2000)"° 5270  na. 84 n.a.

Source: World Bank Country Insights and Human Development Reports (undp.org)

This only confirms that the priority was given to traditional
development objectives (extensive growth based on existing eco-
nomic/industrial structures), while the restructuring of industry,
greening of the economy, or improving other aspects of the stand-
ard of living, quality of life, health or climate, were not a priori-
ty. Governments were afraid of causing big social socio-economic
problems because such industries have employed a large number of
workers. Unfortunately, in addressing different crises, governments

looked for solutions mainly within the existing economic structures,
1% KosovoSnapshotApr2020.pdf (worldbank.org)


https://thedocs.worldbank.org/en/doc/501051589122470465-0080022020/original/KosovoSnapshotApr2020.pdf

rather than looking towards structural transformation of the econo-
my, while aiming at reducing pollution, which is one of the greatest
problems in the region, and greening of the economy in general.

Implications for the Way Forward

Western Balkan countries have made substantial, although
different achievements concerning the SDGs, particularly in view of
the heavy burdens of the past and the still ongoing ethnic frictions
within and among them. Different results were a consequence
of the differences in the inherited economy structures, speed of
transition and homogeneity or heterogeneity among their political
parties, as well as the competences and capacities of their govern-
ments. Those able to consolidate the political system, reach con-
sensus about development priorities and transform short term fo-
cus into more long-term goals, achieved better results.

External zeitgeist played a substantial role in slowing down
the process of the implementation of SDGs objectives. Countries
had just recovered from the Great Recession when the COVID-19
pandemic started, with the environmental and climate crisis also
looming, which all finally contributed to major social crises. The war
in Ukraine added to the culmination of all these crises, being histor-
ically among the worst at one single moment. In such a catastrophic
external environment the “old normal” policies prevailed and dom-
inated, as the policy makers reached for the toolbox that had been
used in the global financial crisis of 2007 and 2008, creating an unfa-
vourable climate for the acceleration of SDGs. Not only have the WB
countries “stepped back”, if we may use the famous Donci¢’s basket-
ball move as an analogy. Survival came first while long term green-
ing of the economies was postponed for better times, even though
they may be helpfulin getting out of the present multiple crises.
Switching from short to long-term orientation got an additional
blow. Policy makers are still far from realizing that by undertaking
long-term inclusive sustainable growth strategies they can in fact be
addressing the present short-term pressing problems as well.

Since all WB economies are strongly interlinked with the
EU, as are their political ambitions, the slowdown in the accession
process had particularly negative effects on the realization of SDG



objectives. Enthusiasm among the WB's populations, as expressed
by the public opinion, has been recently drying up, accompanied by
many frustrations or even disappointments regarding the EU mem-
bership prospects (EU enlargement fatigue). For the first time since
2015, support for the EU membership has stopped growing and
decreased across the WB region. In 2016, as much as 62% citizens,
according to the BB 2021, endorsed the membership with huge
differences by countries™. It was also a reflection of the unresolved
local economic problems, among which unemployment was still
considered as the main one (39 out of 100 in 2021, but substantial-
ly less than in 2015 when it was 64 out of 100; BB 2022). Neverthe-
less, EU membership is in general still the overarching goal for the
WB countries. It is understandable, since the EU countries are major
trading partners, leading investors and donors in the WB.

The EU is also claiming to be fully committed to the EU inte-
gration of the WB. Accession talks are underway with Montenegro
and Serbia. In March 2020, the Council agreed to open accession
negotiations with North Macedonia and Albania, which had their
first Inter-governmental Conference in July 2022, after the Bulgar-
ian blockade of North Macedonia was lifted. Bosnia and Herzegovi-
na became formally a candidate, while Kosovo formally submitted
its application to become a candidate country in December 2022.
The Tirana declaration reconfirmed EU’s “full and unequivocal com-
mitment to the EU membership perspective of the WBs and calls
for the acceleration of the accession process, based upon credible
reforms by partners, fair and rigorous conditionality and the princi-
ple of own merits” (EU- s summit in Tirana — Consilium (europa.eu).

SDGs have, as indicated in the Table 8, very high overlapping
with the accession chapters of the EU Acquis Communautaire. Suc-
cessful closing of each of the chapters would in fact also imply the
progress in achieving SDGs, so both achieving the SDGs and the EU
accession can be seen as complementary overarching goals for the
WB countries.

Table 8. EU Clusters, Chapters and SDGs mapping

" The strongest support in 2016 was in Kosovo and Albania (89 and 87% respective-
ly), followed by N. Macedonia 41%, Montenegro 35% and B&H 30%, while in Serbia
it was only 24% (BB 2015).



Cluster Chapter SDGs

1. Fundamentals 5 - Public procurement 1,2,5,
18 — Statistics 16
23 - Judiciary and fundamental rights
24 - Justice, Freedom and Security
32 - Financial control

2. Internal Market 1 - Free movement of goods 3,5,12
2 — Freedom of movement for workers

3 —Right of establishment and freedom to
provide services

4 - Free movement of capital

6 — Company law

7 - Intellectual property law

8 — Competition policy

9 — Financial services

28 — Consumer and health protection
3. Competitiveness 10 - Information society and media 2,4,5,3,
and inclusive growth 16 — Taxation 9,10

17 — Economic and monetary policy

19 — Social policy and employment

20 - Enterprise and industrial policy

25 —Science and research

26 — Education and culture

29 — Customs union

4. Green agenda 14 — Transport policy 57,11,
and sustainable 15— Energy 13,14

e 21 -Trans-European networks

27 — Environment and climate change

5. Resources, 11 — Agriculture and rural development 5,6, 14,
agricu.lture and 12 - Food safety, veterinary and 15
cohesion phytosanitary policy

13 - Fisheries

22 —Regional policy & coordination of
structural instruments

33 - Financial & budgetary provisions
6. External relations 30— External relations 5,17
31 - Foreign, security & defense policy
Source: European Commission, 2020



In November 2020, the Green Agenda for the WB was
signed, and financial resources were allocated for its implemen-
tation “to help the WB countries to prepare for the EU accession,
through the adoption of harmonized standards and the definition
of development priorities”. One important thing to note for the
future is that there is a need to place SDGs together with “human
rights, environment, planet, nature, above the rights of corporations,
above the rights of the extremely wealthy. This means moving away
from the notion that markets can deliver all of the outcomes that we
want, and recognizing that they have to be constrained, regulated in
the public good, in the common interest, in order to meet our other
goals. ...We have to see this as a global public investment that requires
a global approach, because climate change doesn't recognize visas,
passports, or national borders” (Ghosh, 2023).

The first precondition for faster and more efficient imple-
mentation of SDGs is thus the change of the mind-sets, theories,
way of life, competencies, and strategies, in order to overcome
such a persistent resistance to changes in most organizations and
individuals. Secondly, policies installing the wellbeing of the popu-
lation first instead of growth in terms of volumes need to be putin
place. New circumstances demand qualitatively new approaches,
paradigm shifts, and speedy action, not incrementalism. In other
words, the anthropocentric consumerist development model needs
to be supplemented with the inclusive one, because costs of inac-
tion are much higher than the consequences and even of the costs
of imperfect actions. In the words of Dixson-Decleve et al. (2022) in
the book Earth for All, the only viable and achievable scenario is The
Giant Leap, where “societies adopt unprecedented and immediate
action across five interconnected turnarounds:

+ Ending poverty through reform of the international financial
system, lifting 3-4 billion people out of poverty.
« Addressing gross inequality by ensuring that the wealthiest

10% take less than 40% of national incomes.

« Empowering women to achieve full gender equity by 2050.

« Transforming the food system to provide healthy diets for
people and planet.

« Transitioning to clean energy to reach net zero emissions by

2050."



In other words, The Giant Leap scenario is the realization of
SDGs in all their three dimensions — economic, social, and environ-
mental, underpinned by peace, good governance, and partnerships.

Such a long-term strategy of the region is possible in the end
only in the appropriate external institutional environment, which
would give enough place for nationally specific strategies adjust-
ed to specific local conditions and socio-economic priorities, much
like the United Nations Agenda 2030 with its SDGs, which are to be
contextualized and adapted for every country. Namely, there is no
single fit-all strategy. Multilateral frameworks in place have to allow
for flexibility in adopting multilateral rules and principles; a combi-
nation of some obligatory rules and a system of rules or principles
to be adopted in the future. Countries should have more policy
space, and flexibility in adopting some rules more gradually if their
situation still does not allow adopting them immediately, and con-
currently accepting the obligation to adopt them at a certain time
in the future. In short, a fox-like type of open, adaptable, and flex-
ible system of voluntary measures and binding rules, not a hedge-
hog type of with, a single prevalent, right idea, (Svetlici¢, 2022).

Conclusion

This chapter explores the evolution of the concept of sus-
tainable development in the international arena, focusing on key
international treaties and frameworks, through the four UN De-
velopmental Decades, the 1990s marked by Human Development
Index, 2000s marked by Millennium Development Goals, and finally
the Sustainable Development Goals (SDGs) after 2015. The SDGs
are nowadays the prevalent framework of both international and
national ambitions for sustainable development, including both
economic, social and environmental dimensions, and support by
good governance peace and partnerships.

We apply the concept of sustainable development to the WB
through a data-driven approach. With the SDG Index and SDG-spe-
cific scores, we evaluate the progress of the WB countries in various
areas of sustainable development, considering both the achieve-
ments and the dynamics. In spite of many past and current diffi-
culties, we find that the WB countries have achieved, substantial



progress in the realization of SDG goals, although the achievements
vary depending on the selected issue and the country. We find that
across the WB countries, the reduction of poverty (SDG 1) has been
the most successful goal in terms of both achievements and dy-
namics, with all five countries being on track, or having already met
the target. SDG 6, related to clean water and sanitation, also shows
significant progress in most countries. However, the environmen-
tal goals of sustainable cities and communities (SDG 11), life below
water (SDG 14), and life on land (SDG 15) have experienced major
challenges in two or more countries, with stagnating or moderate
progress. In terms of individual rankings, Serbia is the highest-rank-
ing WB country, followed by North Macedonia, Bosnia and Herze-
goving, Albania, and Montenegro.

Using the RCO-UNCT Economist Toolkit, which includes poli-
cy papers and statistical code on SDG simulations, we find out that,
had the WB countries adopted the best policy mix already success-
fully tried out in other countries during the past decade, two of
them would be able to rank in the top five, second only to some
Scandinavian countries, and all of them would have made jumps of
thirty places or more in the ranking. We also developed a measure
that tells us what the likelihood of a policy change would be for
each WB country to accelerate its sustainable development - the
Blind Benefit of Action (BBA). It shows us that Bosnia and Herze-
govina, as well as Montenegro have very high values and should
both act, followed by a reasonably high value of Albania, and fi-
nally, Serbia and North Macedonia. All countries though, would be
well advised to adopt policies that have worked elsewhere already,
in order to accelerate their SDG progress. We showed how such
an approach is inevitably SDG-specific and demonstrated it on the
example of SDG 11, where we identified the countries most suited
for peer learning for each of the WB countries. We should all learn
from the most successful stories within the region and globally.

We discussed these findings also in light of the four sets of
special circumstances influencing the WB countries’ paths of sus-
tainable development: 1) Problems related to their past socialist so-
cio-political and economic systems; 2) Problems specific to the tran-
sition from socialist to capitalist economy; 3) Yugoslav War and its
consequences and 4) Problems specific to the inherited economic



structure and development strategies. All four sets of circumstanc-
es have, of course, contributed to a much more gradual sustainable
development in the WB countries than elsewhere. We find that all
WB countries have achieved quite impressive results in increasing
GDP p.c. throughout the transition, but less so in improving their
human development index (HDI) or rank, and in other facets of
sustainability.

The way forward for sustainable development in the WB was
examined:; including lessons learned, necessary paradigm shifts,
and key steps to be considered, taking into account the overlapping
EU accession process, as well as the confluence of the many crises
the world has been facing. We find that under extraordinary con-
ditions, policy makers are still tempted to focus more on the tradi-
tional economic and then social development, with environment,
climate and sustainability in general still often remaining in the
back seat when compared to other, more pressing concerns.

The EU membership remains a key goal for the WB coun-
tries, as the EU is a major trading partner, investor, and donor in the
region. SDGs also have high overlapping with the EU Acquis Com-
munautaire, and successful progress in the EU accession chapters
would imply progress in achieving SDGs, making both goals comple-
mentary for the WB countries.

Finally, true progress in sustainable development and reach-
ing of Sustainable Development Goals require a change in mind-
sets, theories, competencies, as well as strategies of overcoming
the resistance to change. Policies are needed that are not incre-
mental, but instead represent paradigm shifts, while they are simul-
taneously universal, equal and equitable, as well as flexible enough
for the countries to be able to tailor them to national contexts and
realities.
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Green Growth of Smart Cities -
Governance Challenges*

Abstract

Introduction

The need to overcome interlinked challenges of environmen-
tal degradation, social inequity, and economic volatility calls
for a new model of economic development that is both green
and inclusive, serving as an alternative way to increase human
well-being while reducing environmental risks. Cities are now
the hot spots of population and economic growth and are
responsible for most environmental problems. “Smart city” is
grasped not only in a digital context, but also in its much wider
capacity to improve its citizens' living standards and upgrade
the economic, social, and environmental aspects of their lives.
Therefore, it is considered the most appropriate concept for
urban transition to a green economy. Decentralisation and
governance gaps such as objectives, administrative, policy,
capacity, and market gaps are key challenges in promoting
cities’ green transition. Local authorities use different levers
to stimulate green growth, such as programs/projects and
various forms of incentives/disincentives. In the past decade,
public procurement was increasingly used by governments as
a smart governance instrument to promote green growth at
both central and local levels.

Key words. Green economy, Smart cities, Governance, Green
growth, Green public procurement

Contemporary living conditions, causing an ever-increasing
number of inhabitants, depletion of limited natural resources, as
well as numerous ecological problems, have necessitated dealing
with the issue of sustainable development. Current generations
that use natural resources should allow future generations the

* The paper was written as part of the 2023 Research Program of the Institute of
Social Sciences with the support of the Ministry of Science, Technological Develop-
ment and Innovation of the Republic of Serbia.



same right to reap the benefits of nature, and it is the only concept
of economic development that can be considered sustainable (Os-
toji¢, 2020). During the past decade, the adverse effects of climate
change have become more visible and threatening. In 2021, floods
in Northern Germany, Belgium and the Netherlands caused a re-
cord increase in river levels, putting citizens in that part of Europe
at risk. Moreover, according to a study, by 2070, sea levels could be
expected to rise by 50 cm, tripling the population exposed to coast-
al flooding and inducing a ten-fold increase in the value of assets
exposed, accounting for 9% of global GDP (Nicholls et al., 2008).

Furthermore, projections suggest a rise in global tempera-
ture in the range of 1.7°-2.4° Celsius by 2050 due to global emis-
sions of greenhouse gases (Hammer et al., 2011). That would result
in more frequent heat waves, droughts, storms, and floods that
cause severe damage. Increasing the availability of green and cli-
mate finance and developing clear, coherent, and supportive pol-
icies are crucial for all economies to recover quickly and continue
sustainable growth and development (Ostoji¢, 2023).

Raising interest in a new model of economic growth that
would enable us to avoid those negative scenarios led to the re-
cent fast development of the concept of a “green economy”. At the
same time, the OECD and World Bank use the term “green growth”
to describe how the world economy should develop in the future.
One of the key factors why economic growth negatively affects the
environment is a failure in the valuation of natural resources and
inaccurate reflection of that value in economic activity (Nikoli¢ &
Kovacevi¢, 2019). In other words, the current market system re-
flects neither the inherent value of ecosystem services and natural
capital nor the true costs of their degradation. Natural capital is un-
dervalued and consequently mismanaged (OECD, 2011b).

If the actual value of the ecosystem were reflected in the
market, economic activity would be more resource-efficient and
less environmentally damaging. Thus, one of the key preconditions
for the green economy is the accurate valuation of natural capital
that drives appropriate management of environmental resources
(UNEP, 2011), which leads to green growth. As a result, the notions
of the green economy and green growth are closely interlinked and
frequently used interchangeably.



Literature Overview

The concept of a green economy was introduced at the end
of the last century (Pearce et al., 1989). However, soon after the
financial crisis of 2008, it became apparent that a new model of
economic development is required. Leading international organi-
sations, the scientific community, and environmental groups have
made significant efforts to turn the concept of a green economy
into a new opportunity or pathway that can overcome the crisis
(Balaban, 2019).

Major international organisations active in supporting eco-
nomic development worldwide, the Organisation for Economic
Co-operation and Development (OECD), the World Bank and the
United Nations Environment Programme (UNEP), have called for a
radical transformation of development practices and transforma-
tion towards a green economy. Clark (2013) pointed out that the
UN Conference on Sustainable Development 2012 (also known as
the Rio+20) recognised the need to address the linked challenges of
environmental degradation, social inequity, and economic volatility.
Moreover, she emphasised the conference’s conclusion that future
economic development must be both green and inclusive, propos-
ing the green economy as an alternative model to increase human
well-being while reducing environmental challenges and risks.

UNEP defines a green economy as “the economy that results
in improved well-being and social equity, while significantly reduc-
ing environmental risks and ecological scarcities” (UNEP, 2011).
The European Environment Agency defines a green economy as
one that “generates increasing prosperity while maintaining the
natural systems that sustain us” (EEA, 2014).

At the same time, the OECD and World Bank define the term
“green growth” as to mean “economic growth and development
ensuring that the natural assets continue to provide the resourc-
es and the environmental services on which our well-being relies.
To achieve this, it must catalyse investment and innovation which
will underpin sustained growth and give rise to new economic op-
portunities” (OECD, 2011b). “Green growth is qualitative growth
that is efficient in its use of natural resources, clean in that it min-
imises pollution and environmental damages and resilient in that



it explains natural hazards” (World Bank, 2012). These definitions
show that a green economy is an “umbrella” concept that encom-
passes different implications concerning growth and well-being, or
efficiency and risk reduction in the use of natural resources (Loi-
seau et al, 2016).

The use of fossil fuels is a key generator of harmful gas-
es that cause the greenhouse effect and lead to global climate
change, which is why managing the growing global energy demand
is one of the key priorities (Petrovi¢, Nikoli¢ & Ostoji¢, 2017). The
concepts of green economy and green growth were elaborated
in three reports from leading international organisations: UNEP's
“Towards a Green Economy”, the World Bank's “Inclusive Green
Growth”, and the OECD's “Towards Green Growth”. The core as-
sumption of the green economy concept is that environmental
progress cannot be separated from economic growth. Decelerat-
ing growth or ignoring the economy will not lead to meaningful
environmental improvement. This is stated explicitly in all three
reports (Borel-Saladin & Turok, 2013). More specifically, “good
economic policy lies at the heart of any strategy for green growth”
(OECD, 20110).

One of the studies confirmed that population growth,
growth of gross domestic product per capita, and energy intensi-
ty cause anincrease in CO, emissions (Petrovi¢, Nikoli¢ & Ostoji¢,
2018). The green growth of an economy critically depends on large
urban areas. The reasons are twofold. Significant shares of national
GDP, employment, and consumption are generated in cities. At the
same time, cities are responsible for most environmental problems
due to their existing production and consumption patterns. Al-
though urban areas occupy only 2% of the earth’s land surface, they
account for two-thirds of the total energy consumption and are
responsible for three-quarters of carbon dioxide (CO,) emissions
from global final energy use (REN21, 2021). The climate changes
are worsened by the urban heat effect (the so-called “islands of
heat"), thus increasing the chances of extreme temperatures and
drying that hurt both the economy and the health of those who live
in cities (OECD, 2013a).



Research

Cities and Green Growth

According to the World Bank, more than 80% of global GDP
is generated in urban areas (World Bank, 2020). On the other hand,
cities are accountable for most energy consumption and pollution.
Thus, cities have enormous potential to be pillars of green economy
development. Cities’ positive influence on countries' economic de-
velopment is based on the following factors: human capital, infra-
structure, innovation, economies of agglomeration and proximity
to markets (OECD, 2012a). Cities are characterised by a concentra-
tion of highly skilled labour, which is one of the key factors of com-
petitiveness. Locations with higher attractiveness should be able to
grow more quickly than peer locations, attracting investments and
trade flows (Delgado et al., 2012).

Furthermore, innovation and infrastructure are more devel-
oped in urban areas than in others, thus enabling cities’ dynamic
growth of knowledge-intensive and high-tech industries that are
generators of economic growth and green economy (OECD, 2009;
Nikoli¢, 2019). Economies of agglomeration may be interpreted as
advantages that businesses gain in cities due to proximity to their
suppliers and competitors (OECD, 2013a). The concentration of
competitors from the same industry is important for businesses
as it can be the fastest way to obtain information on competitors’
moves. Proximity to suppliers is also paramount as it enables a busi-
ness to respond to market changes quickly by upgrading its product
in close cooperation with suppliers. Finally, proximity to the market
reduces heavy transport and other transaction costs for manufac-
turers and merchants.

Due to the significant advantages offered to businesses and
workers in cities, urban areas attract many of both, resulting in con-
centration. Cities are now the hot spots of population and econom-
ic growth, making them the engines of the global economy. More-
over, we are in the “second wave of urbanisation” which indicates
that most of the projected population of 9 billion by 2050 will live
in African and Asian cities where city growth rates are the highest
(UNEP, 2012). The current wave occurs mainly in Africa and Asia,



followed by Latin America and the Caribbean. Africa’s city growth
rates are the highest in the world while Asia’s cities are growing

by the highest absolute number of people. Although growing at
slower rates than African and Asian cities, European urban areas are
faced with migrations and increasing numbers of refugees as well
as legal and illegal immigrants (UNEP, 2011). If not reduced, the
negative impact of urban air pollution on citizens' health might be-
come the top environmental cause of premature death worldwide
(OECD, 2012b). Increasing risks for the well-being of urban popu-
lations due to pollution and negative climate changes created the
need to develop “smart cities” (UroSevic¢ et al., 2020).

Smart Cities

The reality that cities have become places where most of
the world’s population is living and where most resource consump-
tion takes place has generated increasing pressure to find ways to
reconcile economic growth, well-being, and the sustainable use of
natural resources. The main challenge is to find a way to decouple
urban development and rising resource consumption rates, in other
words, to make “resource decoupling” (UNEP, 2013). The decou-
pling will require innovations for more efficient management of
resource flows and use. That could be done with active support for
sustainability-oriented innovations, including reorganising govern-
ance models and institutions in cities. Since technological progress
and innovation play a central role in the transition to a green econo-
my, a “smart city” could be the most appropriate concept for urban
transition to a green economy (Balaban, 2019).

“A smart city uses digital technologies to enhance perfor-
mance and well-being, to reduce costs and resource consumption
and to engage more effectively and actively with the citizens. Key
smart sectors include transport, energy, health care, water, and
waste. Interest in smart cities is motivated by major challenges,
including climate change, economic restructuring, retail, and en-
tertainment services moving online, aging populations, and pres-
sures on public finances” (Ferrara, 2015). The broader definition of
a “smart city” is a city where state-of-the-art Information Communi-
cation Technologies (ICT) are applied to the design of urban space



and to the provision of major urban services to make the city more
efficient, sustainable, and liveable (Balaban, 2019). A “smart city”
has the following characteristics (Franchina et al., 2021):

« Uses ICT tools management and governance to improve the
system’s efficiency and the quality of life of its citizens.

« Uses (near) real-time information and creatively exploits
both tangible (i.e. physical resources and infrastructure)
and intangible resources (i.e. human capital, education, and
knowledge).

» Raises citizens' awareness.

« Involves users and multiple stakeholders (with the help of
public-private partnerships) connecting and empowering
them.

« Isadaptable to users' needs, promoting sustainable develop-
ment considering the needs of future generations.

As can be seen from its characteristics, a “smart city” is not
only synonymous with digital. Instead, the “smartness” of the city
lies in its ability to improve citizens' living standards, improving eco-
nomic, social, and environmental aspects of their lives (Silva et al.,
2018). To cover all relevant aspects of a “smart city”, Giffinger and
Gudrun (2010) identified the following six characteristics: smart
economy, smart people, smart governance, smart mobility, smart
environment, and smart living. Improvement of the characteristics
mentioned above implies upgrading and mutual enhancing of eco-
nomic, social, and environmental systems. Cities’ increasing energy
and resource efficiency, as well as product and process innovations,
such as sustainable supply chain management, clean technologies,
and environmental product design, require radical innovations
that not only reduce quantities of resource turnover and emissions
but also change the quality and structure of industrial production
(De Jong, 2015).

Being aware that the transition of cities’ specific sectors,
such as reduction of energy consumption, low-carbon transport,
“smart and green” buildings, improved waste management, etc.,
rely on intensive use of information technologies and innovations,
“smart city” stands out as the most appropriate concept that could
shape the urban transition to a green economy (Balaban, 2019).



As Balaban (2019) further points out, the conceptual foundation of
a “city green economy” can be based on the idea of a “smart city”.

Governance and Green Growth in Smart Cities

Governance is a critical prerequisite for successful green
economy transition of cities. In this section, we will discuss major
governance challenges in urban green growth such as (de)centrali-
sation and governance gaps.

Decentralisation

In the USA and United Kingdom the process of decentral-
isation in public administration governance started four decades
ago with the New Public Management doctrine under the neolib-
eral “zeitgeist” introduced by Thatcher and Reagan in the 1980s
(Cveticanin, Blagojevi¢, 2019). The rationale was that “lowering”
the decision-making process and bringing it closer to the point of
service delivery would improve the quality of services that govern-
ments provide to their citizens. Moreover, decentralisation was
expected to improve efficiency by reducing bureaucracy usually
linked to centralised hierarchical systems.

Higher responsibilities of local governments have led to
increased expectations to deliver better quality of services more
quickly and in needed quantity using limited resources. At the same
time, the central government retains crucial responsibilities rele-
vant to the local self-government operations, including those con-
cerning green policy. Decades-long quests for improving efficiency
in local governance are now even more complex due to additional
ecological targets and goals.

The need for delegation of authority and decentralisation
comes from differences in roles in practically every operation pro-
cess in the public sector. It is possible to recognise who is respon-
sible for a certain process, who is entrusted to implement it, and
who has the benefit of its execution (Jovanovic et al., 2022). Gener-
al responsibility for operations and tasks usually falls on politicians
entrusted to fulfil general strategic goals they promised to citizens
who elected them. However, they must rely on lower hierarchical



levels to implement more specific goals and tasks that form part
of broader objectives. That requires the top-level officials to del-
egate narrower, more specific responsibilities to lower-level offi-
cials. Since the highest levels of government feel accountable for
achieving strategic goals, they tend to keep lower-level authorities
under control as much as possible, resulting in decision-making
centralisation (Jovanovi¢, 2020). That leads to the establishment of
a formal hierarchical structure with centralised decision-making to
keep those who execute tasks at a lower level under control. Be-
sides those who are accountable and responsible, there is a third
category — those who benefit from certain activities. That could

be a citizen, or some other end user of a service provided by the
government.

The difference between accountability for a task and the
expected benefit from its execution is an indicator of focus on
goals. The large gap between accountability and benefit can lead to
organisational decoupling (Meyer & Rowan, 1977). In such a situa-
tion, organisations symbolically adopt a policy, but the implementa-
tion of that policy is only superficial. The practice is known as poli-
cy-practice decoupling. The organisational facade visible to external
institutions and participants differs significantly from what the
organisation is doing.

Recent research has developed another concept of “means—
ends” decoupling, where an organisation complies with a policy
but fails to achieve the envisaged goals intended by that policy
(Jovanovi¢ et al., 2022). If accountability is not expected to lead to
benefits, a rational question can be posed: Why should a responsi-
ble person bother to achieve anything more than the mandatory?
The difference between the work invested and the expected ben-
efits is an indicator of motivation. A significant gap between the
level of engagement and expected benefits will lead to demotivat-
ed employees. Similarly, as in the previous case, if those engaged in
“production of service” do not perceive benefits, they will have no
motivation to increase performance and service quality, including
reduction of environmental impact.



Governance Gaps

Governments around the world face major challenges, such
as climate change, pandemics, etc., that are complex and require
a broad, multi-sectorial approach to addressing them. The new
approach requires cooperation not just among different govern-
ment sectors, but between different levels of government, both
central and local ones (Charbit & Michalun, 2009). A strict hierarchi-
cal approach with superior authority “commanding” the lower-level
administration is no longer efficient for coping with modern crises
and sustainable growth challenges. The need to better mobilise
local resources and raise their motivation to participate in solving
problems led to the increasing application of the “place-based”
approach. It became clear that “going green” or “going inclusive”
requires “going local” first (Charbit, 2020).

The need to efficiently coordinate operations within differ-
ent sectors of the government in a more decentralised way raised
an issue of multi-level governance (MLG) (OECD, 2019). MLG must
address substantial governance gaps that limit achieving strategic
government goals, including sustainable green growth at the local
self-government level. Major governance gaps that public authori-
ties should overcome are as follows (Charbit, 2011):

« The objective gap arises when goals and targets of different
levels of public administration or among ministries/agencies
at the same horizontal level diverge or contradict each other.

« Anadministrative gap refers to a mismatch between the
green growth challenge and administrative boundaries that
create policy constraints. Administrative boundaries (at the
municipal, regional, and state levels) rarely match environ-
mental challenges, resulting in further mismatches at the
sub-national level, hindering policy coherence (Moss, 2007).

« Policy gap means sectorial fragmentation of policy making
across ministries and public agencies within the national
government administration or across departments within
sub-national government administrations (this is also refer-
red to as a “silo approach” to policy making).



« Information gap arises when there is uneven dissemination
of information between and across different levels of go-
vernment in designing, implementing, and delivering pu-
blic policies. It also refers to situations when information
on implementation on the ground is not shared with higher
authorities.

« Acapacity gap means insufficient technical expertise, infra-
structure, or other resources to achieve planned objectives.

« Market gap refers to the misalignment between policy-ma-
king goals defined by authorities and the ability of private
sector stakeholders to deliver what is expected from them.

In the next section, we will discuss how authorities can close
the abovementioned governance gaps and what additional levers a
government could use to stimulate green growth in cities.

Discussion

Closing Governance Gaps

Closing governance gaps described above requires author-
ities to deal with two network patterns. The first network refers
to the interdependency of multiple issues of green growth, such
as biodiversity, livelihoods, and markets. Those issues are tackled
by various governance stakeholders with different roles, interests,
and capacities such as local administration, ministries, agencies, and
companies that create a collaborative network of actors managing
the issues. Both interdependent and collaborative networks should
be considered in the pursuit to bridge governance gaps (Bergsten
etal, 2019).

The government's failure to address the intersection of
collaboration among different actors with interdependencies in-
creases the risks of the inefficiency of governance response and
its adverse consequences (Bodin & Nohrstedt, 2016). In other
words, governance gaps emerge when those responsible fail to
recognise how multiple issues and actors are interlinked (Bergsten
et al., 2019). Thus, in proposing how governance gaps should be



overcome, the intersection of the two network patterns should be
keptin mind.

Closing the objectives gap requires harmonisation of long-
term “green” goals set by a central government with short-term
goals related to local communities. National strategies and action
plans seek to coordinate different levels of government — national,
regional, and local. Moreover, there is a need to harmonise gov-
ernment objectives with the objectives and interests of the private
sector and citizens in local communities. Otherwise, local business-
es may relocate their production to avoid new requirements being
imposed on them. Complementarity of goals should be based on
a clear understanding of all relevant stakeholders, what they must
change, and how they will benefit from such a change.

The capacity gap related to green growth in cities exists in
all countries, including the most advanced ones. Generally, adminis-
trative capacities are more limited at the local level than at the na-
tional level. However, the capacities of ministries and other central
government bodies are uneven, too. Thus, one of the key goals of
the capacity-building process is to build “green growth personnel”
who understand inter-sectorial linkages and trade-offs between
short-term economic imperatives and long-term sustainability goals
(OECD, 2013a). Moreover, the staff should have room to apply a
new innovative approach instead of being tightly constrained by
unnecessary bureaucracy (“red tape”) (Jovanovic¢ et al., 2022).

Identifying “bottlenecks” in government capacities and ways
to overcome them should be a primary concern of national strate-
gic documents. When preparing strategies and action plans, par-
ticular attention should be paid to making sure that existing, as well
as projected capacity growth, match planned goals and activities.
In many cases, capacities lag behind overoptimistic objectives and
targets. Gaps between capacities and goals are common causes of
failure during the implementation phase. Disappointed local com-
munities raising doubts about the feasibility of green growth have
become an additional limiting factor.

Closing the information gap by sharing relevant informa-
tion on green growth is essential to not only upgrade coordina-
tion among different stakeholders, but also to strengthen their
feeling of “ownership of the process”, and their true commitment.



Information sharing can be seen as a test of “partnership trust-
worthiness” and quality of coordination within the government.

If local authorities are poorly informed from the top and are given
predominantly commanding instructions, then the chances for de-
coupling that we discussed earlier are high. In other words, if local
stakeholders are expected to understand and remain committed to
long-term goals which require sacrifice in the short run, they need
reliable and timely information. Otherwise, they will abandon the
green policy (although they formally will remain “on track” due to
fears of openly opposing a higher authority) and turn to standard,
short-term economic goals anew. At the same time, if a higher-lev-
el authority has no proper feedback from the implementation side,
creating a successful and sustainable green policy can become
nearly impossible.

Closing the policy gap refers to the need for governments
to overcome traditional policy fragmentation, i.e. the tendency to
work in “policy-making silos” (OECD, 2013a). In Serbia, for example,
policy in the area of public-private partnership (PPP), which is an im-
portant instrument for promoting green growth in cities, is led by
the Ministry of Economy. At the same time, the Ministry of Finance
has certain authorities in the implementation phase thus using PPP
for implementation of its sectorial policy. Moreover, there is a gov-
ernmental body — the Commission for Public-Private Partnership
—acting in the same field, while cities, especially bigger cities like
Belgrade, design PPPs according to their policies.

Policy differences between the central and local levels of
administration or among their parts (ministries, agencies, etc.)
could be overcome by setting up a single governmental entity
entrusted to create a policy and coordinate its implementation.
The alternative solution for closing policy gaps may be “networked
governance” that will include all relevant stakeholders for a spe-
cificissue, such are public sector agencies, private companies, and
NGOs. Moreover, interdependencies among different aspects of
green growth should also be considered. Although the “network”
approach requires more meetings and negotiations compared to
the “institutional” one, it brings some significant benefits, such as
more robust and enduring policy implementation that can out-
last political cycles and achieve multi-sectorial objectives which are



particularly needed in areas of climate change and green growth
(OECD, 2013a). The practice of Stockholm — Citybanan (a railway
tunnel through Stockholm) and the Stockholm Agreement on fu-
ture transport infrastructure in the region, demonstrate the advan-
tages of “networked governance” (OECD, 2013b).

The solution for overcoming policy gaps largely depends on
the public administration structure and its tradition. In countries
with a highly centralised hierarchical structure of governance in
the public sector and strict formalism, the “institutional” solution,
with its prioritisation of simplicity over the possible “analysis-paral-
ysis” caused by an abundance of choice (Blagojevi¢, 2019) would be
more efficient than the “network” solution. However, in countries
with a more decentralised decision-making process and where the
form is less weighted against final results, “networked governance”
would be a more appropriate choice.

Closing the market gap means harmonisation between
government and private sector objectives. The private sector has
multiple roles in green growth. Companies are the government’s
key partnersin implementing green policy as they provide “green”
goods and services through innovation and operational shifts.

In closing the market gap, aligning short-term and long-term
objectives is particularly demanding. If the government is not con-
sistentin the long run and after some time makes a turnaround
regarding taxing pollution, for example, it may dissuade businesses
from investing in green growth. However, with the implementation
of CBAM in the EU, this becomes urgent and not a matter of choice
(Nikoli¢, 2023). Furthermore, the government should take into ac-
count the cost structure of private companies in the green econo-
my. For example, solar/wind/hydroelectric power has a high capital
cost that must be covered upfront but, in turn, incurs low operat-
ing costs. Thus, any subsequent change in government policy that
would neglect the dynamics of “environmental costs” would dis-
suade companies from implementing green policies. Understanding
private sector specifics is a precondition for closing the objectives
gap between the two crucial stakeholders in the green economy —
the government and the business sector.



Government Instruments For Supporting Cities’
Green Growth

In countries championing green growth, such as Denmark,

the Netherlands, Austria, and Slovenia, the green economy tran-
sition was goal-oriented, with visions and goals of the state-guid-
ed public actors guiding the strategic decisions of private actors
(Kemp & Rotmans, 2004). Loorbach & Romans (2006) suggest that
the transition to a green economy is a non-linear process with dif-
ferent phases, shifting from one dynamic equilibrium to the other.
They recognise the following four phases, each with a distinctive
role of the government:

A pre-development phase where there is very little visible
change at the systems level but a great deal of experimen-
tation at the individual level. The government assists com-
panies by providing them with consultation and expertise
needed for the proper selection of opportunities and for as-
sessing comparative advantages to make the most favoura-
ble choice. There is no direct interference from the govern-
ment in this phase.

A take-off phaseis where the process of change starts to
build up, and the system begins to transform due to reinfor-
cing innovations. The government supports projects with

a potentially high impact on green growth. Moreover, the
government mobilises and assists in the coordination of key
stakeholders such as academic and research institutions,
companies, investors, and NGOs.

An acceleration phaseis characterised by structural changes
in economic, ecological, and institutional domains. Instead of
directly controlling the vigorous processes, an authority tries
to coordinate them and “nudge” participants in the desired
direction and pace.

A stabilisation phase begins when the speed of changes
starts to decrease, and a new dynamic equilibrium is reac-
hed. The role of a government is primarily to monitor and
evaluate the process and its outcomes, and promote best
practices. The regulatory framework is set in full compliance



with legislation in environmental, fiscal, and other interrela-
ted areas.

Green growth in large cities may be more demanding and
complex than that on a national level since it requires the involve-
ment of local authorities national authorities. In meeting green
growth objectives at the local level, national and local authorities
have rules and regulations at their disposal as direct methods of
influence. Regulatory instruments are the easiest to create and, be-
ing legally binding, have significant potential for a change.

The key weakness of using regulation to stimulate green
growth in cities lies in its rigidity and difficult implementation. Since
regulation relies on formality and hierarchical structure, there is a
risk of inefficiency. Moreover, regulation usually comes from the
top (national) level and requires raising awareness of activities at
the local level and comprehensive information on causes and bene-
fits it is expected to bring to a local community. Otherwise, city au-
thorities will formally accept new legislation (because they have no
choice), but implementing the new “green” regulation will be only
superficial. Such practice is known as policy-practice decoupling.

Furthermore, monitoring and enforcement costs of regula-
tory instruments are usually high due to the complexity of defin-
ing environmental standards and ambient quality (Cohen, 1999).
Besides, regulatory measures provide poor incentives for exceed-
ing targets once the minimum threshold is met, even if their im-
plementation is cost-effective. To overcome the abovementioned
weaknesses of regulatory instruments, incentives/disincentives and
enabling levers are introduced. They do not directly influence the
decision-making process of businesses and citizens; rather, they
indirectly internalise environmental externalities. In other words,
pollution costs are attributed to those who generate them, e.g.,
charges or fees on units of gas emissions are introduced for manu-
facturers, affecting their decisions regarding operations.

Governments can use a wide range of economic instruments
such as charges, subsidies, grants, taxes, tax concessions, etc., to
stimulate behavioural change (Rasul, 2013). For example, a shift
towards broad adoption of renewable energy technologies in Ger-
many, particularly photovoltaic panels, was based on widespread



subsidies between 2000 and 2008 in the form of low-interest loans
offered to investors (Jacobsson & Lauber, 2006; Frondel et al., 2008).

Cities use different types of levers depending on ownership
and control over their assets. If a city has a high level of ownership
and control, it will be more prone to use public procurement to pro-
mote green growth than other instruments, such as incentives, for
example. A study of green growth in 66 large cities across the world
indicates that cities relied mainly on programs and projects (68%)
as well as public procurement (22%) in stimulating green transfor-
mation, while incentives/disincentives (5%) and policies (5%) repre-
sented only one-tenth of total levers used (C40 & ARUP, 2015).

The role of the public procurement lever is expected to rise
in the future due to its high potential to promote green growth.
This instrument could be used to influence both the demand and
supply sides within local markets. A shift towards green standards
and criteria in local government procurements encourages manu-
facturers to adapt to new requirements to get contracts with the
government, thus generating more profound changes in the lo-
cal economy. Furthermore, new ecological requirements in public
procurement increase awareness in local communities and urge
changes in their consumption patterns. By purchasing environmen-
tal-neutral products and services local governments promote sus-
tainable green growth in a credible manner that citizens and busi-
nesses should follow.

The EU legal framework provides plenty of opportunities for
the application of “green public procurement” (GPP), including the
evaluation of the impact of purchased subjects on the environment
during the entire period of their exploitation when selecting the
most favourable bid (Directive 2014/24/EU). However, in practice,
the use of GPP is uneven and far from satisfactory (Badell & Rosell,
2021). Recent research indicated that factors such as organisational
model, control of corruption, human resource capacities, motiva-
tion and awareness have a more decisive influence on public pro-
curement performance than legislation (Cudanov et al., 2018). Con-
sidering that the strengthening of procurement’s “green” aspect is
a feature of its upgraded performance, it is clear which factors, be-
sides legislation, should be improved to achieve the goal of higher
GPP uptake in the future.



Conclusions

Negative climate changes, economic crises a decade ago and
the present pandemic require changes in the model of economic
development that would allow the economic growth to be both
“green” and inclusive. The main challenge of transition to a green
economy is to find a way to decouple economic development and
rising resource consumption rates, i.e. achieve “resource decou-
pling”. In the second wave of urbanisation, cities plays an increas-
ingly important role in both production and consumption of re-
sources that affect the environment. Therefore, “going green” or
“going inclusive” means “going local” first.

Since technological progress and innovations play a central
role in “resource decoupling”, the concept of a “smart city” could
be the most appropriate for urban transition to a green econo-
my. “Smart city” is not only synonymous with digital; instead, the
“smartness” of a city lies in the reduction of resource turnover
and emissions, a change in production and consumption quali-
ty and structure and transformations of governance models and
institutions.

Decentralisation and governance gaps are key governance
challenges in encouraging green growth in cities. To successfully
remove these two potential constraints, the interdependency of
multiple issues of green growth and the collaboration of different
stakeholders participating in the process, such as ministries, local
authorities, and businesses, should be considered.

Governments can use different levers, such as regulatory in-
struments, incentives/disincentives, and enabling policies, to spark
green growth in cities. Empirical evidence of the green transforma-
tion of 66 large cities on a global scale proved that governments
preferred direct instruments such as projects/programs and public
procurement compared to indirect ones (incentives and enabling
policies). Since public procurement accounts for around 19% of the
EU GDP, its potential to stimulate green growth is clear.

More comprehensive application of green public procure-
ment requires more decentralised and flexible organisation and
decision-making models, curbed corruption, developed adminis-
trative capacities, adequate competencies of those who manage



procurement processes, and motivation mechanisms based on in-
centives rather than sanctions.
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Abstract

Introduction

The COVID-19 pandemic has become an unprecedented
phenomenon in the modern history of the world economy,
causing the deepest decline in the economic activity since

the mid-20th century. As a result, countries had to imple-
ment measures to prevent the spread of coronavirus infec-
tion. This crisis has been distinguished not only by a significant
decline in economic activity, wide territorial coverage and
underlying causes that lie outside the economy, but also by

a variety of recovery paths in different countries and regions
due to their structural heterogeneity. Large scale restrictions
imposed to curb the coronavirus disease have significantly af-
fected the performance of enterprises in most sectors of the
economy. Public-sector investments in green infrastructure
are considered to be of key importance for short-term eco-
nomic recovery around the world as they have the potential
to drive demand for new skills and technologies. The authors
highlight the economic, environmental and health benefits

of natural capital investment as essential, not only for the
post-COVID recovery of sustainable countries, but also for

the mitigation of consequences of possible future pandemics.
Wwithin the scope of the analysis of positive effects of this type
of investment, the authors showcase the 'greenness' of pan-
demic recovery among a selected group of countries.
Keywords. COVID-19 pandemic, anti-crisis measures, green re-
covery, green transition, natural capital investment

Since the World Health Organization declared the corona-
virus pandemic on March 11, people have been forced to live in
emergency conditions as the spread of the infection affected all

* The paper was written as part of the 2023 Research Program of the Institute of
Social Sciences with the support of the Ministry of Science, Technological Develop-
ment and Innovation of the Republic of Serbia.



aspects of their lives. Countries had to introduce measures aimed
at maintaining physical distance between people and restricting
their movement, as well as reducing certain economic activities.
The overall goal was to contain the number of infections and pre-
vent further spread of the COVID-19 pandemic. Large-scale social
restrictions had a significant impact on the performance of com-
panies in most sectors of the economy. Tertiary sector companies
faced serious financial destabilisation or even closure, while a signif-
icant number of industrial companies were forced to make adjust-
ments in their work organisation. Consequently, global investment
levels and potential output declined during the pandemic, although
this was less pronounced than during the Great Recession (Doleshel
and Manu, 2021). The vast majority of countries are characterised
by a high degree of interconnectedness and involvement in world
economic relations, which certainly affected the speed and depth of
the crisis during 2020 and its ‘aftershock’ in the second half of 2021.

Although investigations into the origin of COVID-19 con-
ducted at the global level have not led to the adoption of a unified
stance on the source of infection and the ways it spreads among
people, the scientific community is of the opinion that individuals
are responsible for this pandemic. This primarily refers to their de-
structive impact on natural habitat changes, biodiversity loss and
ecosystem disruption. SARS-CoV-2 is a zoonosis — a disease trans-
mitted from animals to humans, largely attributed to the destruc-
tion of ecosystems.

COVID-19 highlights the critical association between the
health of nature and human well-being, raising questions about the
depletion of natural capital. Natural capital can be defined as “our
planet’s stock of natural resources, both renewable and non-re-
newable”. It provides us with the variety of ecosystem services
such as water, food, fibre, fuel and wood, regulates environmental
conditions and supports recreation, along with other cultural prac-
tices (Woetzel et al. 2020). According to the World Economic Fo-
rum (WEF) estimates, more than half of global GDP is moderately
or highly dependent on nature and its services. In addition, there
are over 1.2 billion jobs in nature-based sectors worldwide, such
as farming, fisheries, forestry and tourism. Their normal function-
ing depends on healthy and resilient ecosystems (Lieuw-Kie-Song



& Perez-Cirera, 2020). Considering the aforementioned facts, it is
of crucial importance to take into account these dependencies and
links when developing policies, strategies and action plans to pre-
serve natural wealth for future generations.

Unfortunately, people continue to neglect the importance
of natural capital by engaging in activities which lead to its degrada-
tion. The Dasgupta Review (2021) highlights that the global value
of stock of natural capital per capita has fallen by 40% over the past
25 years. Moreover, large portions of natural capital are under the
threat of deforestation or natural disasters. Climate change is also
the main culprit for the acceleration of natural capital depletion.
According to the Global Assessment Report on Biodiversity and
Ecosystem Services released in 2019, human activity has endan-
gered about 25% of our assessed plant and animal species. Addi-
tionally, in low-income countries, dependence on natural capital ac-
counts for approximately 23% of their wealth (World Bank, 2021).
The degradation of nature (including assets like forests, water, fish
stocks, minerals, biodiversity and land) and climate change contin-
ues, which indirectly or directly affects state power. A number of
poor and vulnerable countries are facing the risk of their ecosys-
tems collapsing due to a decline in biodiversity and related ecosys-
tem services. This results from the fact that investing in nature still
remains marginal to economic decision-making, and countries make
little effort to change the current situation (Zvezdanovi¢ Lobanova
et al., 2018; Zvezdanovi¢ Lobanova et al., 2021). Taking into ac-
count the adverse effects of global warming, key greenhouse gas
emitting countries should make decisive steps forward in order to
mitigate human impact on the climate (Zvezdanovi¢ Lobanova &
Lobanov, 2023).

Literature Review

The natural capital depletion is a result of growing number
of factors. Global demand for nature far exceeds what the ecosys-
tem can regenerate in a single year. Consequently, we are facing
increasing environmental indebtedness. The costs of this overcon-
sumption are becoming more visible day by day and they are re-
flected in deforestation, water scarcity, degradation of productive



land, Food shortages, loss of biodiversity and accumulation of
carbon dioxide in the atmosphere (World Economic Forum, 2015).
According to the Living Planet Report 2020, human activities with a
destructive effect on nature, pose a serious threat to both wildlife
populations and human health. Unfortunately, these interventions
in natural ecosystem create a transmission pathway for the spread
of disease. Decreasing barriers between humans and wildlife in-
crease the risk of zoonotic disease (Everard et al., 2020). This occurs
as a result of natural resource degradation which is crucial in man-
aging the transmission.

The COVID-19 pandemic has had a profound effect on the
environment and has affected all aspects of people’s well-being.
Lawler et al. (2021) indicate that this pandemic is intricately linked
to the current problems such as biodiversity loss and ecosystem
health. Therefore, they also point out that it is necessary to ap-
ply integrative approach (One Health approach), which takes into
account the close relationship between the health of our planet
and the human health. This concept implies that people’s health is
closely linked to the health of animals and our shared environment.
A similar viewpoint is reflected in research conducted by Talmage
et al. (2022), who believe that natural and cultural capital could play
a significant role in addressing serious challenges caused by the
COVID-19 pandemic. They emphasise that it is crucial to reimagine
the connection between nature and culture and to bolster sustain-
ability. Countries are unlikely to achieve the United Nations' Sus-
tainable Development Goals (SDGs) and the targets outlined by the
Global Health Security Agenda if they fail to adopt an integrated
approach to mitigate the effects of disease emergence relating to
environmental change (Calabrese et al., 2020). Moreover, the long
lasting negative economic impact of this pandemic will affect state
influence growth, market concentration, geopolitical tensions, de-
globalisation, education, investment and labour market.

Hepburn et al. (2020) demonstrate that policies focused
on building efficiency retrofits, clean physical infrastructure, in-
vestment in education and training, natural capital investment
and clean R&D have high potential in both economic multiplier
and climate impact metrics. The authors stress the necessity of
implementing natural capital policies that provide for ecosystem



resilience and regeneration, including the restoration of carbon-rich
habitats and climate-friendly agriculture.

Despite the fact that COVID-19 anti-crisis measures have
plunged the global economy into a deep contraction and have
significantly altered the global energy outlook, they have also
provided environmental benefits. While the lockdown measures
were in force, restrictions imposed on human activity generated
benefits for the biodiversity (Corlett et al., 2020). One group of
authors (Zambrano-Monserrate et al., 2020; Berman and Ebisu,
2020; Zander et al., 2020) point out that the COVID-19 pandem-
ic had positive effects on the environment, such as the improve-
ment of air quality improvement, cleaner beaches and a reduction
of environmental noise level. Industrial facilities and power plants
stopped their production and the use of vehicles decreased con-
siderably. This led to an intense decline in the concentrations of
particulate matter and nitrogen dioxide (NO,) in China and the re-
duction of air pollution in Europe (Kumar et al., 2020). Unfortunate-
ly, COVID-19 lockdown had a negligible effect on climate change
mitigation as the intensive use of fossil fuels continues. As a unique
social experience, the coronavirus lockdown has also influenced
our perception of nature since people began to appreciate spend-
ing more time outdoors.

Anincreasing number of researchers (Gillespie et al., 2021;
Akinsorotan et al., 2021) take the position that this crisis could be
the trigger of invention, suggesting that it should be able to pro-
vide the reorganisation of agriculture, ecosystem restoration, short-
term disruption in wildlife trafficking, reduction in air and water
pollution, as well as wealth distribution, which could enhance envi-
ronmental protection and prevent climate change. Openness to in-
novation, a push for digitization, the stability of value-added chains,
risk diversification, promotion of human capital, etc., are some of
the positive long-term effects of the coronavirus pandemic (Grom-
ling, 2021). This pandemic has highlighted the necessity of chang-
ing the current economic model which is based on fossil resources
and addicted to ‘growth at all costs’, and transitioning towards a cir-
cular bioeconomy dedicated to sustainable well-being (Palahi et al.,
2020). It is believed that the circular bioeconomy could be crucial
for achieving the SDGs, the aims of the Paris Climate Agreement as



well as the post-COVID-19 recovery and economic transformation.
Galanakis et al. (2022) propose COVID-19 recovery approach which
includes technological innovations, food systems, rural economies,
environmental considerations, ‘biocities’ and tourism to create a
bioeconomy. Unfortunately, both the implementation of this ap-
proach and the maintenance of biodiversity conservation, are ham-
pered by problems such as increased human dependence on natu-
ral resources, indiscriminate exploitation of wildlife resources, staff
absenteeism and/or poor performance (Akinsorotan et al., 2021).

Natural Capital

Disregard for sustainable development principles and weak
state control over natural resources lead to their predatory ex-
ploitation and inevitable depletion. This represents a significant
risk to national economic security and ultimately provokes a de-
terioration of the standard of living. The most serious challenges
include agricultural land degradation, mineral resources depletion,
water pollution, deforestation, biodiversity loss and reduction of
the number of wildlife species. Changes like these are very difficult
to assess economically, making it challenging to identify threats to
natural capital (Petrovi¢ & Lobanov, 2021).

The establishment of prerequisites for the transition to cir-
cular economy is an extremely important aspect of natural capital
conservation (it allows the reuse of goods through partial process-
ing). Efficient use of the available resource potential, the introduc-
tion of resource-saving technologies and the establishment of the
circular economy foundations will ultimately increase the level of
economic security and reduce public and private costs associated
with the exploitation of natural resources in both developed and
developing countries (Petrovi¢ & Lobanov, 2022). It is necessary to
develop incentives for the application of circular economy princi-
ples, primarily, in large developing countries that consume consid-
erable amounts of natural raw materials to support their economic
growth. Otherwise, insufficient efforts placed in resolving prob-
lems related to processing and disposal of industrial and domestic
waste, will cause a gradual degradation of the territory, including
a decrease in its economic and residential potential.



According to the World Bank's estimates, natural capital
accounts for about a quarter of the total wealth in developing
countries. In most of these countries, there is an absolute decline
in natural capital, which is not offset by the accumulation of other
types of national wealth — human capital and other social intangi-
ble assets (for example, the development of education and health
systems) and produced capital (industrial and transport infrastruc-
tures). A number of scientific papers indicate a direct relationship
between the overall level of well-being and the effective applica-
tion of measures aimed at preserving natural capital, as well as the
availability of an appropriate institutional framework.

Our calculations illustrate that changes in the wealth struc-
ture in the majority of developed and developing countries are
slow (see Figure 1). Based on the World Bank’s data, we analysed
the wealth structure of eleven countries in 2000 and 2018."

Figure 1. The composition of total wealth in selected
countries in 2000(b) and 2018(a), %
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Source: Author’'s work based on the World Bank’ data

" According to the World Bank's methodology, total wealth is calculated as the sum
of human capital (value of future earnings for the working population over their
lifetimes), produced capital (value of machinery, buildings, equipment, etc.), re-
newable and nonrenewable natural capital, and net foreign assets.



The share of accumulated human capital reaches 60-65%

both in developed countries (such as the USA, Canada, Japan,

UK, Germany) and in some key developing countries (China, In-

dia, Brazil), and it has not changed much in the last twenty years
(zZvezdanovi¢, 2022). In the case of above-mentioned developing
countries, this is mainly due to the absolute number of skilled la-
bour resources, while in the case of developed countries, this is
caused by the advancements in health and education systems. In
turn, the share of human capital in Turkey remained at the level of
20%, while in Russia, it almost doubled to 40%. Production capital
plays an important role in developed countries with industrial spe-
cialisation (e.g. Germany and Japan — up to 40%), as well as in coun-
tries which actively attracted investments in infrastructure projects
(Russia and Turkey — 45-50%). As for natural capital, its low share in
a number of developed countries (less than 1-2%) is explained not
only by the actual scarcity of natural resources (Japan), but also by
the predominant reliance on human and industrial capital (USA, UK,
Germany). In turn, the share of natural capital in the wealth of India,
Brazil and Turkey reaches 10-15%, in Russia — 20%. It is noteworthy
that in all the countries listed above, with the exception of Russia,
renewable natural capital (land and forest resources) noticeably
prevails over non-renewable natural capital (mineral resources).

The level of provision of national wealth components can be
assessed using per capita indicators. Let us consider, for example,
the change in human capital per capita and natural capital per capi-
tain the fifteen largest global economies in the 21st century (from
2000 to 2018).

The highest value of human capital per capita was record-
ed in the United States (USD 621,000) and Canada, while the high-
est value of natural capital per capita was recorded in Canada
and Russia. The relative supply of natural capital in the 21st cen-
tury increased significantly in these two countries — from USD 34
to 38,000 in Canada, and from USD 24 to 33,000 in Russia. Other
countries are less endowed with these two types of wealth. Natu-
ral capital per capita ranges from USD 3,000 in Japan, the Republic
of Korea, and India to USD 15,000 in Brazil, while human capital per
capita ranges from USD 11,000 in Turkey to USD 382,000 in Germa-
ny. Brazil reached the most visible success in increasing the level



Figure 2. Human capital per capita and natural capital per capita in top-15
national economies in 2000 and 2018 (thousand USD)
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of provision with natural capital in the 21st century (besides Russia
and Canada), while Canada, USA, Germany, Republic of Korea and
China recorded comparable results in terms of human capital.

An important indicator of a country’s natural resource en-
dowment is the ratio of natural rent to GDP, which shows the con-
tribution of the resource base to economic growth.? In particular,
the World Bank's experts include the rents derived from the ex-
ploitation of oil, natural gas, coal and other mineral resources, as
well as from the use of forest resources in the assessment of total
natural resources rents.

 Natural resources rents are calculated as the difference between the price of a
commodity and its production cost.



Figure 3. Total natural resources rents to GDP in different groups of
countries in the period 2000-2019 (%)

Source: Author’s work based on the World Bank’s data

As of the end of 2010s, in several Asian and African coun-

tries specialised in oil and gas extraction, natural resources rents
reached 30-40% of GDP. According to our calculations, this indi-
cator for the global economy grew until the crisis of 2008-09 and
then declined by the mid-2010s from 5 to 1.5% of GDP. Similar
trends were observed for income-differentiated groups of coun-
tries as well. Notably, a convergence occurred: in 2008, this indica-
tor for high-income and lower-to-middle income countries differed
by 11% (13.5 and 2.5%), butin 2019 —only by 2% (3.5 and 1.3%).
In the world's poorest countries which are dependent on the natu-
ral resources exploitation (lower-income countries), the total natu-
ral resources rents to GDP ratio decreased from 22.3 to 6.2% in the
period 2005-2019.

A downward trend in the contribution of the natural re-
source base to economic growth was also observed in countries
belonging to the group of major producers of hydrocarbons. Fol-
lowing the crisis in the late 2000s, the total natural resources rents
to GDP in Saudi Arabia fell from 56 to 25% over a decade, in Iran



Figure 4. Total natural resources rents to GDP in selected countries in the
period 2000-2019 (%)
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—from 33 to 24%, in Kazakhstan — from 32 to 18%, in Russia — from
19 to 13%. For comparison, in a number of other countries special-
ised in the export of mineral resources, the ratio of natural rent

to GDP remains low (for example, in Australia and Norway — about
5-6%).

Natural Capital Investments during the Pandemic

The benefits of natural capital investments could have a sig-
nificant role not only in fostering sustainable post-COVID-19 recov-
ery but also in averting future pandemics. The research conducted
by GGKP (2021) found that the benefits of meeting selected tar-
gets of the SDGs linked to natural capital, far outweigh the financial
costs. These benefits can be grouped into three main categories:

1. Economic benefits. This type of investment is perceived to
have a high economic multiplier effect, as well as strong
potential to crowd-in private investment (O’Callaghan



and Murdock, 2021). According to the WEF's White Paper
(2022), investments in nature could generate over USD 10
trillion in new annual business value and create more than
395 million jobs by 2030. The financing of natural capital
projects, such as afforestation and natural capital restorati-
on programmes, can lead to the creation of new jobs cha-
racterised by low-skill labour requirements, which could
have a positive impact on the vulnerable population sectors
(O’'Callaghan et al., 2021).

Natural capital investments also have a positive impact on
vulnerable industries, highly dependent on nature - agricul-
ture, tourism, food and beverages, water supply, etc. Itis a
widespread belief that investment in nature could help co-
untries that rely heavily on tourism and hospitality - sectors
most affected by the negative effects of the coronavirus
pandemic (Lobanov et al., 2022). Tourism revenues make up
a significant share of the GDP in certain developing countri-
es. The imposed restrictions, especially in the service sector,
have not only significantly weakened international trade and
tourism demand, but have had a negative impact on house-
hold income and the activities of small and medium-sized
enterprises.

. Health benefits. Natural capital investments also have the
potential to improve people’s well-being and ensure healthy
lives (Kim and Maia, 2021). By conducting activities aimed at
reducing global air pollution, boosting biodiversity, increa-
sing food security, providing access to safe and readily availa-
ble water, as well as facilitating access to high-quality green
and blue spaces in cities (parks, riverbanks and coastlines),
people’s physical and mental health as well as their social
well-being would be significantly improved. For example,
benefits generated from using local green spaces for social
interactions, relaxation, physical exercise and mental resto-
ration may contribute to reduced risks of childhood obesity,
lower rates of depression in adults and better cardiovascular
health (European Environment Agency, 2022). The severity
of COVID-19 infection may be exacerbated in countries with
the highest PM2.5 levels. The research conducted by Wu et



al. (2020) indicates that high levels of air pollution may incre-
ase the risk of dying from COVID-19 infection.

3. Environmental benefits. Investments in natural capital could
directly or indirectly reduce the climate risks and promote
green economy. Building and preserving natural capital are
especially important for countries struggling with floods
(e.g., India, Bangladesh, China, Vietnam, Pakistan, and Indo-
nesia) and wildfires (e.g., US, Australia, and Brazil) (Kim and
Maia, 2021). For example, climate change is causing more
frequent and extremely high temperatures, thus further
worsening the conditions and drying vegetation, making it
more susceptible to burning, which contributes to greater
fire intensity. This type of investment could boost the re-
silience of the affected countries and help combat climate
change in the future.

Environmental fiscal policies aimed at restoration have
been recognised as crucial for fostering accountable and sustain-
able COVID-19 relief and recovery. However, the funds allocated
for green spending were not on the expected levels. Natural cap-
ital investment opportunities were limited because the pandemic
minimised further financing of projects related to environmental
preservation, which could have consequences in the coming years.
Despite the growing interest in green recovery initiatives and an
increasing number of funds established for their implementation,
countries are still not on the right track to reorient their economies
toward green future.

According to the Global Recovery Observatory?® analysis of
stimulus spending for 2020, the 50 largest economies have set
aside USD14.6tn in fiscal measures to address the crisis, of which
USD 11.1tn was dedicated to immediate rescue efforts, USD1.9tn
to long-term recovery measures, and USD 1.6tn was categorised as

* The Global Recovery Observatory is an initiative which keep track of global gov-
ernment spending (fiscal rescue and recovery spending) during the COVID-19 cri-
sis in 89 economies (50 leading economies and/or countries in Latin America and
Caribbean region). This is joint initiative between the University of Oxford and the
Green Fiscal Policy Network (the United Nations Environment Programme (UNEP),
the International Monetary Fund, and the Deutsche Gesellschaft fir Internationale
Zusammenarbeit).



‘unclear spending’. Considering the total spending, only USD 368bn
was allocated to green initiatives focused on reducing greenhouse
gas emissions and protecting natural capital. Essentially, a small
number of governments in high-income countries earmarked less
than 3% of COVID recovery spending for the green economy. Esti-
mates by O’'Callaghan et al. (2021) suggest that only 3% of recovery
spending has a positive impact on natural capital, while up to 17%
may cause negative influence, mainly through expanded road trans-
portation and defence services. According to the UNEP (2021), in
2020, countries allocated their COVID-induced spending as follows:

- green energy spending (new renewable generation, hydro-
gen power, transmission infrastructure) USD 66.1bn;

« green transport spending (investment in public transport,
cycling and walking infrastructure, electric vehicle transfers)
USD 86.1bn;

« green building updates and energy efficiency spending USD
35.2bn;

« natural capital (ecosystem regeneration initiatives and refo-
restation) USD 56.3bn;

« green research and development (renewable energy tech-
nologies and technologies for decarbonizing sectors) USD
28.9bn.

Looking at the total amount of recovery spending and
green initiative spending packages as % of total recovery spend-
ing, we see the positioning of four types of countries in Figure 5.
The countries positioned in the upper right corner are denoted as
global leaders because they have made significant progress toward
a green and resilient recovery from COVID-19 (Belgium, Denmark,
Finland, Germany, France, Norway, and Poland). South Korea, Ja-
pan, Spain and United Kingdom are marked as countries that have
missed their opportunities for green recovery. The largest share
of green recovery spending as % of total recovery spending has
been recorded in Canada (55%), Germany (46%), Japan (43%), USA
(43%) and France (38%). As expected, advanced economies have
allocated significantly larger resources in both short-term rescue
measures and long-term recovery measures compared to Emerging
Markets and Developing Economies. In addition, green spending is



Figure 5. Green recovery spending as a % of total recovery
spending, versus recovery spending as % GDP

Note: The x-axis represents the value of government COVID-19 recovery spend-
ing as a % of GDP. The y-axis represents green recovery spending as a % of total
recovery spending. The size of the bubble represents total recovery spending in
US billion dollars.

Source: O'Callaghan and Murdock (2021).

concentrated in wealthier countries and populations, threatening
to reinforce dangerous pre-pandemic inequities (UNEP, 2021).
Governments should consider possible benefits from natural
capital investment and try to address crucial challenges such as cli-
mate change, biodiversity conservation and attainment of the SDGs.
The alarming fact is that countries were not able to achieve many
of the SDGs even before the outbreak of the pandemic. There-
fore, investing in nature is necessary in order to achieve the SDGs
and the Paris Climate Agreement goals and support poverty reduc-
tion (Steele, 2017). In this regard, the Glasgow Climate Pact was
reached at the UN Climate Change Conference in Glasgow in No-
vember 2021. This new global agreement obliges the signatories to



accelerate their actions towards the goals of the Paris Agreement
and UN Framework Convention on Climate Change. The signatory
countries are expected to urgently reduce emissions and increase
spending for developing countries which bear greater costs relat-
ed to limiting global warming. Within the European Union, mem-
ber states have adopted two strategies which place great empha-
sis on natural capital and the circular economy: the EU Biodiversity
Strategy for 2030 and the EU Forest Strategy for 2030. In addition,
through the World Bank's Wealth Accounting and Valuation of Eco-
system Services Global Partnership, countries are encouraged to re-
alise the potential of their renewable natural capital in order to en-
sure environmentally sustainable and resilient COVID-19 recovery.

Concluding Remarks

The outbreak of the global health crisis caused by the
COVID-19 has paralysed economies around the world, causing huge
economic losses. At the same time, countries are facing an econom-
ic recession and climate change acceleration; hence, the need to
achieve a green and sustainable recovery from COVID-19 is becom-
ing increasingly important. Since the world is approaching ‘critical
point of no return’ on climate change, it is necessary to change the
existing models of economic growth that rely on over-exploitation
of natural resources. Modification of unsustainable patterns of re-
source consumption is possible with investments in nature, green
business, and transition to green economy. Post-COVID-19 recovery
should be based on natural capital, meaning that countries should
conserve nature in their recovery strategies by applying policies
which envisage natural capital spending, such as the support for
forestry, waterways, and general conservation initiatives. COVID-19
recovery packages based on natural capital investment should be
set up to include solutions that can stimulate the economic recov-
ery and simultaneously provide a positive impact on environment.
The benefits of natural capital investment would be multiple, in-
cluding reduction of climate risks, job creation, development of
new skills, crowd-in effect on private investment, greater opportu-
nities for innovation, transformation of agro-food industry, reduc-
tion of economic and social inequalities, etc.



Countries should find tools which facilitate the integration
of natural capital into economic decision-making, as well as ways
to finance these investments from different sources (public and
private; domestic and international finance). Carbon reduction ini-
tiatives should play a significant role in future strategies, enabling
the transition of current economies towards sustainable, resilient,
climate-neutral, green and circular economies. Comprehensive re-
sponses to this crisis must be based on policies and activities di-
rected towards the protection and restoration of natural systems,
making us more resilient to the impacts of climate change. Anti-cri-
sis policies should introduce nature-positive recovery measures to
mitigate the inevitable negative consequences on human health
and the real economy, both in developed and developing countries.
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Methodology of Economic Security Analysis
when Passing to Green Entrepreneurship for
the Purpose of Sustainable Development

Abstract

In the rapidly changing environment of the modern world, to
ensure and safeguard national security is a priority task for
governments. Not only does it determine the level of the long-
term development and competitive performance of a country
but it also insures a higher standard of living. The present arti-
cle lays a foundation for the development and implementation
of special mechanisms that will promote an increase in the ef-
fectiveness of climate change adaptation. These mechanisms
aim to ensure the economic safety and sustainable develop-
ment by stimulating the development of green entrepreneur-
ship segments. With this aim in view, it is obligatory to carry
out a thorough analysis and keep track of the climatic situation
to ensure the national economy security. The present research
is grounded on an author-developed methodology that was
elaborated while analyzing relationships between the instru-
ments of the green entrepreneurship used to ensure the na-
tional economy security and sustainable development of ter-
ritories, combining the radar method and the integral analysis
method. It was demonstrated that the presented methodolo-
gy gives an opportunity to decompose threats and perspective
characteristics of economic security on the regional level while
complying with sustainable development principles.

Keywords. Economic security, Sectors of the green economy,
Green entrepreneurship, ESG factors, Sustainable Develop-
ment Goals, Integrated index, Climate change, Greenhouse
gas emissions

Introduction - Academic Perspectives on Health

Security

Climate change and its negative impacts on the environment
and sustainable growth, including threat to the economic securi-
ty, are considered to be among the gravest global challenges and
threats. The global community and large businesses join efforts to



soften anthropogenic burden on ecology, while paying attention to
innovative instruments that could raise effectiveness of the meas-
ures taken in adapting to climate change. Integration of the inter-
national efforts against global warming is regulated by the Paris
Agreement,’ which postulates the fossil fuel neutrality in the mem-
ber countries by 2100. The provisions of the Agreement stipulate
the following: limiting the growth of the average global temper-
ature significantly below 2°C compared to the pre-industrial lev-

el; continuing efforts to limit temperature rise to 1.5°C above the
pre-industrial levels; alignment of financial flows with the needs of
development, accompanied by low greenhouse gas emissions and
strengthened resistance to climate change; all parties are obliged
to adopt “nationally determined contributions” and to determine
domestic measures in order to achieve this goal; all countries un-
dertake to submit regular reports on their emissions and progress
achieved in the implementation of “nationally determined contri-
butions”; the obligations of developed countries determined by the
Framework Convention to support the efforts of developing coun-
tries are reaffirmed; all countries are obliged to submit new “na-
tionally determined contributions” every five years; the mechanism
for responding to losses and damages caused by climate change is
being expanded; a new mechanism that would allow the reduction
of emissions in one country to be counted in the “nationally deter-
mined contributions” of another country is established.

The world is already facing many problems caused by cli-
mate change, and according to predictions, these challenges will
certainly multiply and intensify in the coming decades. The climate
is changing rapidly and radically. The climate change creates ad-
ditional pressure, increasing the existing risks to living conditions,
biodiversity, health and safety of people, infrastructure and food
systems. The intensity of extreme weather events — heat waves,
forest fires, floods and droughts — has increased significantly over
the past half-century. These phenomena have occurred before, but
today they happen every year, or even several times a year. Name-
ly, current levels of global warming are associated with a moderate

" Paris Agreement of March, 2016: https://www.economy.gov.ru/material/file/04a53
3fab96b645ac4c038913623653¢/parizhskoe_soglashenie.pdf
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risk of increased water scarcity in arid areas, soil erosion, vegetation
loss, fire damage and yield declines. Also, the stability of food sup-
plies will decline as the severity and frequency of extreme weather
events that disrupt the food chain increase. With the current in-
crease in average global temperature of approximately 1°C above
the pre-industrial levels, it is clear that global warming is pervasive.
What we can do is to stop global warming at 1.5°C-2°C relative to
the pre-industrial average. Frenetic changes in climate conditions
have already made human life impossible in many places on the
planet, resulting in millions of people being displaced by climate-in-
duced disasters in countries around the world. Air pollution and ris-
ing temperatures, as a result of climate change, are associated with
an increase in health problems, and we witness daily how global
warming affects people’s health in various ways. An obvious way in
which changes in climate conditions harm human health is through
their negative impact on air quality. Although the burning of fos-

sil fuels directly pollutes the air, global warming also causes large
fires, which further increase the amount of carbon dioxide and pol-
lutants. The sudden increase in carbon dioxide emissions led to the
formation of a global consensus on the need to reduce greenhouse
gas emissions in order to prevent and/or mitigate climate change.
This clearly indicates that, if urgent measures are not taken to com-
bat them, the impacts of climate change on health will bring fur-
ther disruptions, and endanger people’s lives and safety. Although
climate change has already begun to affect our health and well-be-
ing, itis not yet too late to act and fight against its influence and
mitigate harmful effects. It is necessary to consider measures that
can contribute to reducing the occurrence of climate change, but
itis also necessary to consider the possibility of adaptation to the
changed climatic conditions. Understanding that climate change is
a risk management challenge opens up a wide range of possibilities
for adaptations to changed natural circumstances with the devel-
opment of various initiatives to limit future warming. All countries
in a certain way participate in activities that contribute to climate
change and all are exposed to its negative consequences. The prob-
lem of climate change is also related to various social issues, among
which the issue of responsible attitude towards future genera-
tions. Therefore, the transition to a low-carbon economy, effective



monitoring, reporting and verification of greenhouse gas emissions
are key to making progress in achieving emission reduction goals.
The general development priority is based on the efficient use of
resources and the achievement of carbon neutrality by 2050, which
implies a reduction of greenhouse gas emissions by 2030 by about
50% compared to the levels of emissions from 1990. Stabilizing
climate change means reducing net carbon dioxide emissions to
zero. As a concept, net zero emissions were introduced more than
a decade ago to minimize society's impact on the climate and the
environment. If we consider the fact that CO, remains in the atmos-
phere for hundreds of years (even thousands) as long as we emit
more than nature can absorb with oceans, forests and other vege-
tation, CO, concentrations in the atmosphere will increase and the
climate will warm. Decarbonization of the economy implies major
changes in technology and industry, the development of new pat-
terns of energy production and consumption, new business models
and more circularity in the ways of production and consumption.

Russia is ranked fourth in terms of the volume of world’s
greenhouse gas emissions per country (China taking the lead with
27.6% of the overall CO, emissions, the USA producing 15.2%, India
7% and Russia 4.6% of the total greenhouse gas emissions respec-
tively) (State Report, 2019) which makes the country’s participation
in the climate change discussion topical and urgent.

Aiming to put to practice the obligations under the Paris
Agreement in the Russian Federation, the Executive Order of No-
vember 4, 2020 No. 666 “On greenhouse gas emissions reduction”
was issued, which stresses out “the necessity to reduce greenhouse
gas emissions to 70% of the level of 1990 by 2030, based on largest
possible absorbing capacity of forests and other ecosystems on the
assumption of sustainable and well-balanced socio-economic devel-
opment of the Russian Federation”.?

Furthermore, National Security Strategy of the Russian Fed-
eration (p. 26)* emphasizes that provision and protection of na-

2 Decree of the President of the Russian Federation of November 04, 2020, N 666
“On reducing greenhouse gas emissions”. http://kremlin.ru/acts/bank/45990

® Decree of the President of the Russian Federation of July 02, 2021, N 400 “On the
National Security Strategy of the Russian Federation”. http://publication.pravo.gov.
ru/Document/View/0001202107030001?index=9&rangeSize=1
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tional interests is executed through the strategic national priorities
implementation which incorporate “environmental security and
rational use of natural resources”.

Special tools that proved to be efficient in adapting to cli-
mate change and securing economic safety are sector-specific
forces, e.g. green entrepreneurship, which are the prime movers
in economic development (Shchuplova & Rybin, 2018). Among the
most widely used measures for climate change adaptation, we can
first single out economic diversification and creation of new eco-
logically-friendly production facilities incorporating green economy
principles and ESG factors (environmental, social and governance
principles used to assess an organization’s business performance in
terms of its sustainability, impact on the environment and ethical
issues, e.g. creating beneficial social environment, honesty towards
employees and clients and good governance) (Smirnov, 2020). Sec-
ondly, energy efficiency and green energy use (Berezkin & Sinyu-
gin, 2019) and finally, personnel qualification development will be
necessary for the implementation of the sustainable development
standards and ESG factors in business activity.

The above-mentioned requires special mechanisms to be
developed and implemented in order to increase the effectiveness
of climate change adaptation by reducing emissions of pollutants
into the air, which can be executed with green instruments devel-
opment (Houghton et al, 2001). Therefore, in public sector not only
that anti-crisis measures should be actively developed, but also pre-
ventive ones, which is stipulated by the menacing threat to sustain-
able development from climate change. That lies within the meth-
odology of decomposing threats and perspective characteristics
of economic security when passing to green entrepreneurship for
sustainable development.

Literature Overview

Among the mechanisms that stimulate the development of
green entrepreneurship segments in terms of the climate agenda,
there are so-called green financing and economic incentives (tax
concessions). In this regard, the criteria for classifying projects as
green and, consequently, gaining access to concessional financing,



are fully developed and on the table, with the fundamental criteri-
on of having the emissions reduced by at least 20% and otherwise
conforming to the ESG factors.

The annual 2020 report “Green Finance in Russia” prepared
by a group of experts states that, as of the end of year 2020, 36
methodologies were developed in the field of green finance and
sustainable development for the Russian market. Out of these, 19
methodologies were designed for the ESG-assessment of compa-
nies, constituent entities of the Russian Federation and financial
instruments in the field of sustainable development of six bond rat-
ing agencies, while 17 various indicators were prepared in the field
of sustainable development, including the ESG-rankings of compa-
nies, constituent entities of the Russian Federation, stock indices,
environmental openness ratings, fundamental efficiency ratings,
etc. The aforementioned methodologies and instruments were
elaborated by 10 companies, including, without limitation, the rat-
ing agencies. As prescribed by the developed methodologies, the
rating agencies evaluate green financial instruments in conformity
with internationally recognized principles and standards.

Scientists laid a foundation for the following promotional
and restraining instruments recommended to be used in public ad-
ministration to ensure economic security amid the climate change
(Tetushkin, 2017; Porfiriev et al., 2011; Konstantinov, 2014):

« Taxinstruments, duties and fees directly targeting CO, emis-
sions reduction, since they impose additional cost on hazar-
dous businesses;

« Quotas for tradable energy, which also have a direct impact
on carbon-dioxide emissions’ reduction, as they limit emissi-
ons from industrial enterprises by regulation;

« Subsidies and other special conditions for the functioning of
green organizations, which have an indirect impact on the
emissions reduction, since they are preferential measures
aimed at developing the organization itself and stimulating
its activities while taking into account the environmental
impact.

International practices have also proven the effectiveness of
economic instruments (fiscal instruments and emission trading) in



limiting and reducing carbon dioxide emissions, since they directly
affect carbon price formation (Gafurov et al., 2017).

One of the widely accepted methodological approaches to
the economic security monitoring and evaluation is use of recom-
mendations for monitoring the economic security indicators’ dy-
namics within the range of the accepted value (threshold, critical
etc.). In scholarly circles there exist several approaches to defining
the threshold value for economic security evaluation (Shekhovtsova
& Zinakov, 2018) such as: levelling at the worldwide average values;
using targeted or historically worth values of upper and lower limits
within the range. Many approaches to integrated indices estimation
in economic safety, as the aggregate consolidated index based on a
range of characteristics, have been developed (Dolmatov, 2006; Ut-
kin & Denisov, 2002; Dyuzhenkova, 2001; Mityakov, 2012).

It should be noted that, in our opinion, levelling at the world-
wide average values in economically developed countries is not suf-
ficient in choosing threshold values of economic security, as there
is an obvious difference between the institutional level of eco-
nomic security and resources, and what is required. That inevitably
disables developing countries from attaining the above-threshold
values. At the same time, the use of the target and lower values to
elaborate the threshold values fluctuation interval, makes it more
difficult to estimate objectively the moment when a threat to the
economic safety appears. That's because approaching the worst
value, or moving away from the target value don’t always become
critical in economic security estimation.

International practices have resulted in a range of indicators
of economic security thresholds. For instance, natural rate of unem-
ployment is advised to be kept at the level of no more than 6.5-7%,
with the range of permissible values of 15-20% if the country's
economy is experiencing dramatic structural changes at the time,
but for a short period only.

Alongside with the accumulated methodological economic
security estimation basis, there is another ill-conceived issue of the
green economic instruments survey, with emphasis on the compli-
ance with sustainable development principles.

This article continues a series of long-lasting scientific stud-
ies (Kozhevina & Belyaevskaya-Plotnik, 2020; Belyaevskaya-Plotnik,



2020; Belyaevskaya-Plotnik, 2021) which were carried out within
the framework of state assignments and grants, and aimed at find-
ing a relationship between economic security of a certain territory
and sustainable development in the context of ecological factors.
Consequently, methodology of decomposing threats and perspec-
tive characteristics of economic security on the regional level will
be presented through the example of using separate economic
security instruments within climate change aspect, including green
entrepreneurship.

Research

Study of the relationships between economic security and en-
vironmental factors, including the green economics, was carried out
in a number of researches (Belyaevskaya-Plotnik, 2020; Golovanov et
al., 2018; Glazev, 1998; Demchenko, 2006; Dyuzhenkova, 2001; Gu-
barkov & Tikhomirova, 2020; Zimenkova, 2017). Widely-recognized
are the approaches that, in macroeconomic and sectoral aspects, in-
terpret the green economy which has been presented to the gener-
al public by the UN and the European Community (Towards a green
economy in Europe, 2013; Environmental indicator report, 2012).
For example, selected conceptual EU documents consider the green
economy as a combination of the economic, ecological and social
spheres. Agreeing with the above-mentioned approach, the author
hereafter gives their interpretation of the relationship between the
green economy and economic security (Table 1).

Table 1. Structural components of the relationship
between the green economy and economic security

Components Structure Aim Instruments
Environmental Natural Ensure sustainability Promotion of renewable
component capital of ecological systems energy sources; the de-
and ecological stress  velopment of the entre-
reduction preneurial segments in
agriculture stimulation
Economic com- Physical  Ensure equipment Use of energy-efficient
ponent capital efficiency and lean technologies; reduction
production of the harmful polluting

enterprises rate



Components Structure Aim Instruments

Social compo- Human Promote ethical con- Promotion of the
nent capital sumption and reduce  knowledge and informa-
inequality tion-based economy, so

as to overcome the com-
pensatory problem of
natural resources and in-
equality using and devel-
oping the most powerful
resource — human knowl-
edge and competence

Source: Belyaevskaya-Plotnik, 2020.

Broadly defined, the green economy aims to create an en-
vironmentally sustainable economy. Its role in ensuring economic
security can be reduced to increasing the efficiency of physical cap-
ital utilization and reducing risks and threats from environmental
factors. Moreover, reduction of social inequality also lies among the
tasks of ensuring economic security of our country as a whole, and
its territories. An issue that still remains unsolved is the hierarchy of
the presented methodology components, namely, the cause-and-
effect relationships between them. Proceeding from the aforesaid,
it is assumed that such a relationship between the structural com-
ponents is rather cyclical than hierarchical (Figure 1).

Figure 1. Cyclical relationship between the structural
components of the green economy and economic security

=

Environmental component Economic component
(Natural capital) (Physical capital)

Social component
(Human capital)
Source: Belyaevskaya-Plotnik, 2020.



Inasmuch as it is shown in the table, the connection between
the components of the green economy and economic security is cy-
clical and established; their further analysis in the regional context
appears to be relevant and appropriate.

In general, the indicators for assessing the state of economic
security can characterize simultaneously or separately, one or an-
other structural component of the green economy and economic
security. In addition, instruments of the economic component (the
use of energy-saving technologies; reducing the share of “harmful”
polluting enterprises), which is presented in the table above, are
aimed, among others, at stimulating the development of the en-
trepreneurial segments in the green economy. Likewise, this state-
ment is also applied to the instruments of the environmental com-
ponent in relation to the agricultural entrepreneurship in a certain
region (Tseng & Lee, 2020; Chan, 2001).

In the context of economic security development, with
regard to the green entrepreneurship, the authors of this arti-
cle (Kozhevina & Belyaevskaya-Plotnik, 2020) have rationalized 9
groups of characteristics for national sustainable development
goals (out of 17 internationally defined Sustainable Development
Goals created (SDGs)*®), which altogether form a scope of 26 char-
acteristics, grouped by their corresponding SDGs. The above-men-
tioned grouping of SDGs was used to define areas of the green en-
trepreneurship in demand of foremost support.

According to the authors (Kozhevina & Belyaevskaya-Plotnik,
2020), a model of development support of the entrepreneurial seg-
ments in the green economy in the framework of sustainability and
economic security should do the following:

« Calculate integrated indices within SDGs paradigm;

 Build strategic profile of the entrepreneurship development
potential of the green economics;

« Define strengths and weaknesses of a field development at
a particular period;

4 THE 17 GOALS. https://sdgs.un.org/goals
® National Sustainable Development Goals. Federal State Statistics Service.
https://gks.ru/sdg/data
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« Differentiate risks and threats to the field development wit-
hin the framework of sustainable development and econo-
mic security.

Input data for the present analysis are the data of formal
statistical observation within the aforementioned SDGs. The con-
clusions made after using the aggregated managerial model of de-
velopment support of the entrepreneurial segments in the green
economy should be considered when managing weaknesses, pre-
venting them from transforming into threats to the economic secu-
rity of regions.

Discussion

In order to efficiently prioritize things within the realm of
state support of the green economy, with an aim to provide sus-
tainable development and economic security of regions, a meth-
odology has been suggested of building a strategic profile of the
entrepreneurial segments of the green economics development
potential (hereinafter —profile). It allows visualizing strengths and
weaknesses of a certain economy sector on the national and re-
gional levels that, when properly managed, will provide opportuni-
ty to strengthen the economic security of regions and allow their
sustainable development.

Building a profile of the entrepreneurial segments of the
green economics development potential involved using the radar
method (Litvinova, 2012) which presented visual highlights for the
spheres that require the first-priority support from the state or re-
gional authorities. To do so, a circumference considered as a strate-
gic profile of the entrepreneurial segments of the green econom-
ics development potential is divided equally into radial estimation
segments. The number of segments equals the number of sustaina-
ble development goals expressed verbally. Whereas some goals are
defined by a complex of characteristic values, integrated aggregat-
ed index should be calculated for each goal using integral analysis
method which aggregates different-sized values to a single non-di-
mensional value by comparing them to a defined “standard” value
(Chichkanov & Belyaevskaya-Plotnik, 2022; Chichkanov et al., 2020;
Pluta, 1989). Thuswise, the axes of a radar will show the integral



SDGs values estimation where lower values of the radar approach-
ing the estimation profile center will be interpreted as a weakness
in green economy development, that require the use of urgent
measures from the authorities.

Radar area calculation Sr and generation of composite index
for the profile area of an object under scrutiny (Sob) allow making
final assessment of the development potential for the entrepre-
neurial segments in the green economy of the object under scruti-
ny (Litvinova, 2012).

Integrated index of the sustainable development goal is
positive and tends to the value of one. The calculated value of this
index is interpreted in the present investigation as follows: attain-
ability of a goal is higher in a period where the integrated index is
closest to the value of one (Table 2).

Table 2. Values of the integrated index for
each SDGs for Russian Federation

The
period

2019 033 0,12 035 0,30 0,15 0,57 0,50 0,43 042

2020 0,72 0,28 084 057 0,36 0,93 0,58 0,65 0,66

2021 044 034 099 032 044 0,48 0,99 0,99 0,99
Source: Author’s calculation and presentation

SDG1 SDG2 SDG3 SDG8 SDG9 SDG10 SDG11 SDG12 SDG17

Decoding of symbols®” in the Table 2:

SDGs1 - Goal 1: No poverty.

SDGs2 —Goal 2: Zero hunger (No hunger).

SDGs3 - Goal 3: Good health and well-being.

SDGs8 - Goal 8: Decent work and economic growth.

SDGs9 - Goal 9: Industry, Innovation and Infrastructure.
SDGs10 — Goal 10: Reduced inequality.

SDGs11 —Goal 11: Sustainable cities and communities.
SDGs12 —Goal 12: Responsible consumption and production.
SDGs17 - Goal 17: Partnership for the goals.

® THE 17 GOALS. https://sdgs.un.org/goals
7 National Sustainable Development Goals. Federal State Statistics Service.
https://gks.ru/sdg/data
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Based on the calculated integral values for the chosen goals
of sustainable development, a strategic profile was elaborated of
the entrepreneurial segments of the green economics develop-
ment potential for the Russian Federation as a whole, as well as for
Moscow Oblast, Leningrad Oblast, Sverdlovsk Oblast, Novosibirsk
Oblast, Krasnodar Krai and Altai Krai (Table 3).

Table 3. Ranking position of the Russian Federation Regions

Region of the Russian Federation Radar area Ranking position
Moscow Oblast 0,62 1
Novosibirsk Oblast 0,59 2
Sverdlovsk Oblast 0,57 3
Krasnodar Krai 0,57 4
Leningrad Oblast 0,54 5
Altai Krai 0,53 6

Source: Author’s calculation and presentation

In order to conduct a comparative analysis of the regions on
the base of the entrepreneurial segments of the green economics
development level within the framework of sustainable develop-
ment and economic security based on the sustainable development
goals,? it is necessary to elaborate a strategic profile of the entre-
preneurial segments of the green economics development poten-
tial. The highest practicality will be achieved not through an indi-
vidual profile of a constituent entity of the Russian Federation but
through its in-parallel placement in the same estimation field as a
federal-level profile, elaborated earlier in this research.

A comparative analysis of the two profiles will thus visually
show the level of goals attainment in the constituent entity of the
Russian Federation contrasted with the SDGs goals attainment for
the whole country. This will provide rationalization for the "nar-
row” areas of the regional development that require additional
attention and effort from regional authorities (Kozhevina & Bely-
aevskaya-Plotnik, 2020). Hereafter are presented strategic profiles

8 Authoring based on National Sustainable Development Goals. Federal State Statis-
tics Service. https://gks.ru/sdg/data
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of the entrepreneurial segments of the green economics develop-
ment potential in the chosen constituent entities of the Russian
Federation, as compared with the respective values for the country
as a whole (Figures 2-7).

Figure 2. Strategic profile of the entrepreneurial segments of the green
economics development potential in Moscow Oblast

SDGs1
1,00

SDGs2

SDGs3

SDGs8

SDGs10 SDGs9

Moscow Oblast === Russian Federation

Source: Author’s calculation and presentation

Figure 3. Strategic profile of the entrepreneurial segments of the green
economics development potential in Leningrad Oblast
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Figure 4. Strategic profile of the entrepreneurial segments of the green
economics development potential in Sverdlovsk Oblast
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Figure 5. Strategic profile of the entrepreneurial segments of the green
economics development potential in Novosibirsk Oblast
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Figure 6. Strategic profile of the entrepreneurial segments of the
green economics development potential in Krasnodar Krai
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Figure 7. Strategic profile of the entrepreneurial segments of
the green economics development potential in Altai Krai
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According to the results, Moscow oblast ranks 1%t in the rat-
ing of the Russian Federation regions.



The leading position was provided by high values of indi-
cators for achieving such sustainable development goals as no
poverty, zero hunger, as well as industrialization, innovation and
infrastructure.

Thuswise, the area of close attention from the local authori-
ties in Altai Krai will include such goals of sustainable development
that have low values as zero hunger, good health and well-be-
ing, industry, innovation and infrastructure, sustainable cities and
communities, responsible consumption and production, as well as
partnerships to achieve the goal. These goals synchronously char-
acterize a low level of green economy development in the region
and low level of economic security. Consequently, to foster green
economy development and provide the required level of economic
security it is necessary to address the aforementioned issues.

Conclusions

Summing up, among the perspective characteristics of eco-
nomic security there are proposed the following instruments of
increasing the effectiveness of climate change adaptation when
passing to green entrepreneurship segments:

1. Introduction of a tradable energy quotas system to regulate
greenhouse gas emissions and stimulate renewable energy
sources’ development (currently planned as a pilot project
on Sakhalin to be recommended, when completed success-
fully, For implementation throughout the country), which
makes it possible to create a climate-responsible market in
Russia.

2. Creation of a scientifically grounded system of payments for
the pollution of the environment which, as contrasted with
the system now in force, would enable a polluting enterprise
to use the pollution charges (partially or in full) to carry out
environmental and/or conservational activities, as well as im-
plement state-of-the art technologies in their business activi-
ties in order to reduce the carbon intensity of their products.

3. Development and implementation of a carbon footprint la-
belling system (similar to energy efficiency labeling), which



will provide Russian goods with a competitive advantage in
international markets and expand their promotion and di-
stribution channels, thereby ensuring the required level of
economic security through transparency and stability of our
home country’s export.
. Withdrawal and use of a defined portion of export duties
demanded for environmental causes, by establishing a spe-
cial-purpose accumulation fund that aims at subsidizing and
supervising the implementation of measures designed to re-
duce carbon dioxide emissions and other ways of ecological
monitoring.
. Adjusting the criteria of sustainable development projects
(including the green ones) in the Russian Federation (the
green and adaptation projects taxonomy) so as to expand
the list of projects that can attract additional finance from
the national green financing system. The list of criteria is
suggested to be continued with the following projects:
 Financial support of scientific research in the
new-technologies elaboration field, that aim at re-
ducing hydrocarbon emissions (energy saving tech-
nologies and technologies for harmful emissions
capturing);

« Projects that create organizational, preventive and
technological measures in the fire protection of fo-
rests and agricultural fields, which include waste rate
setting and waste disposal in land-use and forest-use.

. Primary advantage and usefulness of the suggested metho-
dology of decomposing threats and perspective characteri-
stics of economic security when transitioning to green entre-
preneurship for sustainable development, which combines
integral analysis and the Radar Method, is the possibility of
assessing specific factors that influence the integrated po-
tential of the entrepreneurial segments of the green econo-
my development, as well as the possibility of substantiating
the weaknesses and strengths of this field as the result of
comparing heterogeneous indices in the same estimation fi-
eld proved to be demonstrative and complex.



7. The weaknesses of a field development defined within a
strategic profile elaboration are considered here to be con-
straints for the development of entrepreneurial segments
in the green economy. These constraints are regarded as a
lever to take the whole economy to a higher level of sustai-
nable development, rather than just encumbrances for the
green economy development.

8. The sustainable development goals which after the calcu-
lations are estimated to be below the accepted values in
dynamics, should become an area of close attention from
the local authorities, so that new growth points could be
identified while removing the constraints on green ecolo-
gy development. The research defined that alternating the
influence on several disincentive factors of the green econo-
my development in order to eliminate them, demonstrates
the highest efficiency in contrast with the stimulation of the
field’s strengths.
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The Importance of Circular Economy in the
Supply-Chain-Bibliometric Analysis

Abstract The circular economy’s significance and importance are ex-
panding along with the society’s growing concern over waste-
ful resource consumption or pollution that results from the
expansion of industry and other processes. If the supply chain
and circular economy are linked, it will be possible to see how
the two are interconnected, because the supply chain includes
all activities that are typical of raw material and product pro-
ducers and those that can use recycled resources in produc-
tion, increasing the supply chain’s sustainability. Additionally,
the primary objective of this paper is to identify the present
status of the literature and to provide an overview of the
bibliometrics connected to the topic of sustainability and the
supply chain, given the growing significance of the circular
economy. The authors discovered through their research that
there is a link between sustainability and the supply chain and
that efforts to promote sustainability can significantly affect
the supply chain in the context of enhancing sustainability.
Keywords: Circular economy, Supply chain, Sustainability

Introduction

The need to analyze the circular economy is becoming im-
perative due to the growing concerns about uncontrolled resource
consumption, i.e., excessive use of available resources. According-
ly, the interest of scientists in researching the circular economy is
growing, which has led to the emergence of new concepts that link
the circular economy with sustainability and sustainable develop-
ment (Geissdoerfer et al., 2017). Circular economy implies function-
ing of the economy so that already used resources are reused, i.e.,
it emphasizes the need to recycle and reuse once used resources
(Rizos et al., 2017). The need to increase the efficiency of resource
use arises through the goals of sustainable development empha-
sized by the UN (Biermann et al., 2017).



Furthermore, given the importance of the supply chain and
its role in satisfying the requirements of stakeholders (Alkier et al.,
2023), itis necessary to ensure that the resources used in the sup-
ply chain are environmentally friendly (Raian et al., 2022), i.e., sus-
tainable, because otherwise a risk would occur of negative environ-
mental impact and unsustainability. The sustainable effects of the
efforts are reflected in shorter supply chains (no middlemen) and a
smaller carbon footprint while stimulating the small local economy
(Alkier et al., 2023a). Therefore, designing the supply chain accord-
ing to the principles of circular economy is of particular importance
and requires changing the culture and policies of stakeholders in the
supply chain (Bastas & Liyanage, 2018), as well as developing strat-
egies that will transform the traditional (linear) supply chain into a
sustainable (circular) chain (De Angelis et al., 2018). The supply chain
transformation strategy must be systematic because a different ap-
proach will result in only partial improvements in sustainability. Such
strategies must develop policies and a culture that are based on sus-
tainability and the sustainable use of resources (Igbal et al., 2020).

Given the global distribution of supply chains, or the current
paradigm that emphasizes the development of expanded supply
chains due to lower costs and greater availability of resources need-
ed for the normal functioning of the chains, the challenge of ensur-
ing the sustainability of the supply chain is growing. The fundamen-
tal reason for this can be found in different legislations of different
countries in which the organizations involved in the supply chain
operate. In other words, the diversity of legislation in the context
of waste management, resource use, and the like can determine
the sustainability of the entire supply chain, as well as what can af-
fect the disruption of the circular economy. But most importantly,
the establishment of a circular economy is of particular importance
as it can reduce the need for resources necessary for the conduct
of production and other processes in the supply chain.

Green economy concept is recognized as a means to achieve
sustainable development (Ostoji¢ et al., 2022). If existing papers
in the field of circular economy and supply chain are analyzed, it is
identified that the authors primarily deal with the “green transi-
tion” of the supply chain, which means the use of environmental-
ly friendly technologies in the supply chain, i.e., environmentally



friendly management and use of resources, and how the “green
transition” can affect the creation of a circular economy (Ying &
Li-jun, 2012), use and development of green packaging, i.e., sus-
tainable packaging in the supply chain (Meherishi et al., 2019), the
impact that the circular economy has on supply chain management
in general (Del Giudice et al., 2020; Buntak et al., 2019), indicators
that can be used to analyze the performance of the circular econ-
omy (Howard et al., 2019), as well as aspects of the supply chain
types, aspects of their design and impact on the circular econo-
my (Kiss et al., 2019). Furthermore, it is identified that the authors
deal with the development of strategic frameworks, i.e., models
by which they connect the circular economy and sustainability, i.e.,
sustainable development, which is of particular importance, since
sustainable development can be based on circular economy set-
tings and rationality in resource use (Pieroni et al., 2019). With this
in mind, two research questions were defined in the paper:

Can the supply chain be designed according to the principles
of the circular economy?

What does the circular economy mean in the context of the
supply chain?

The paper is divided into five chapters. In the first chapter,
an introduction to the topicis given, where the context and im-
portance of the topic are clarified. In the second chapter, the used
methodology is described, as well as the formulas used in calculat-
ing the parameters for the analysis. The third chapter describes the
research results. The fourth chapter is a discussion chapter in which
the obtained results are discussed, while the last fifth chapteris a
concluding chapter in which recommendations for future research-
ers are defined, i.e., research limitations.

Theoretical Framework

Circular Economy

The significance and importance of the circular economy
are growing with the increase in society's concern about exces-
sive use of resources, i.e., pollution that occurs as a result of the



development of production and other processes (Velenturf & Pur-
nell, 2021). Due to the scarcity of natural resources, enterprises
must rely more on the circular economy and as the awareness of the
importance of the circular economy and more intensive involvement
in the green transition process grows, so will the need for greening
the economy (Ostoji¢, 2023). However, the importance of the cir-
cular economy development is also significant due to the need to
reuse, i.e., recycle the used resources. The fundamental reason for
this is the lack of resources, in addition to the decreasing amount of
available resources necessary for the normal development of busi-
ness and social processes (Morseletto, 2020). The establishment and
encouragement of the establishment of a circular economy lead to
significant changes in existing production paradigms that require
consideration of the processing of used products, as well as a reduc-
tion in the total amount of harmful gases released into the atmos-
phere (Zeng et al., 2022). The newly established paradigm must
contain product design settings so that the products can, after their
use, be reused, i.e., recycled. In other words, it means extending

the life cycle of the product as well as the life cycle of the materials
used in production (Neves & Marques, 2022).

The circular economy is one of society’s responses to the
problems of sustainability, primarily the ecological component
thereof, which is of increasing importance in view of the global
challenges related to climate change, such as rising air tempera-
tures and the like (Rédl et al., 2022). This has been proven by the
promotion and encouragement of the circular economy develop-
ment by the countries that are global leaders in the context of the
production of goods and services, such as China, the European
Union, Japan, the United States of America, etc. (Korhonen et al.,
2018). However, despite the circular economy being emphasized
as a response to sustainability problems, it is necessary to highlight
that the adoption of the principles of the circular economy, as well
as the general paradigm shift from a linear economy to a circular
one, also implies significant challenges, such as financial profita-
bility, the need to change the design of products, i.e., production
technology in general, structural changes in society, changes in cus-
tomer attitudes, etc. (Ritzén & Sandstrom, 2017). In other words,
the existing production procedures that are adapted to the linear



economy must be changed. That is, they should be adapted to the
new characteristics of the recycled resources used in the produc-
tion. Recycling of resources and their adaptation for reuse involve
the need to use thermodynamic and chemical processes (Jubinville
et al., 2020) which in turn implies a potential negative impact on
the environment, i.e. the release of greenhouse gases (Ross, 2019).
Therefore, promoting recycling and reuse of used resources can
have a positive impact on the environment and sustainability on
the one hand, but on the other, a risk of a potential negative im-
pact may occur (Kalyani et al., 2021). Essentially, the circular econo-
my is based on efficient and effective waste management, i.e., the
waste management realized in such a way that waste can be reused
as a resource in production in the future (Ranjbari et al., 2021).
This brings with it the need to establish a different waste manage-
ment system, based on the classification of waste at the place of
its origin, i.e., the households where the largest share of the waste
is produced in most cases (Tomi¢ & Schneider, 2020). The introduc-
tion of a different waste management system also has the poten-
tial to increase costs for households, which may lead to resistance
from the population itself (Di Foggia & Beccarello, 2020). However,
in order to make waste management easier, i.e., to create a basis
for encouraging recycling at the places where the waste is gen-
erated, the European Union through its directives, such as the EU
Circular Economy Action Plan (COM/2020/98), has created a basis
on which all member states can develop plans and foundations for
the establishment of a circular economy (Calisto Friant et al., 2021).
One of the fundamental reasons for the European Union emphasiz-
ing the need to establish a circular economy is the projection that
indicates an increase in the amount of waste production of 70% by
2050. This increase brings with it a significant risk of a lack of space
to accommodate this amount of waste, but also the risks of air and
water pollution associated with a large increase in production and
the amount of disposed waste.

So, in essence, the circular economy implies reuse of the pre-
viously used resources, which is especially significant when it comes
to the resources such as water (Macedonio & Drioli, 2022), the lack
of which can significantly threaten agricultural production, plastic,
and especially microplastic, the presence of which can cause the



pollution of flora and fauna (Payne et al.,, 2019) i.e., generally, all
types of hazardous waste the disposal and presence of which in the
environment can cause major environmental disasters (Zhang et
al., 2022). Although scientists are still debating the establishment
and definition of the concept of circular economy (Prieto-Sandov-
aletal.,, 2018), there is no doubt that the fundamental principles
advocated by the circular economy are aimed at increasing envi-
ronmental sustainability, which is of particular importance given
the growing concern (Roblek etl al., 2021) and the importance that
sustainability has, and will preserve in the future due to the culture
of consumerism (Coderoni & Perito, 2020). Likewise, it should be
emphasized that the circular economy affects all branches of ac-
tivity (Fukumoto & de Vasconcelos, 2022), and with the properly
defined policies and laws, it will affect the increase in sustainability
willin the future.

Supply Chain and Sustainability

The importance of a sustainable supply chain is growing as
sustainability concerns grow. A green supply chain implies sustain-
able flow of materials, i.e., resources and information, including
sustainable development of products (Zhu & He, 2017), a sustaina-
ble way of securing the necessary resources for production (Peng
etal, 2022), sustainable way of production (Junaid et al., 2022),
sustainable way of disposing of resources (Sarkar et al., 2022),

i.e., their reuse (Mardani et al., 2020). Ensuring the sustainability

of the supply chain, i.e., the transformation of the existing supply
chain, often unsustainable by nature and design, into a sustaina-
ble chain, is a significant challenge due to the systematic approach
(Samper et al., 2022). In other words, a sustainable supply chain
must be based on the sustainability of all stakeholders involved in
the chain, and cases of unsustainability of one of the stakeholders
in the chain, division in the supply chain according to the life cy-

cle of the product has been written about (Mardani et al., 2020).
This can result in unsustainability of the entire supply chain. In this
context, in order to achieve supply chain’s sustainability, one of
the mechanisms available to organizations is digital transformation
(Samper et al., 2022; Seuring et al., 2022). With the development of



Internet technologies and the ability to communicate through the
Internet, many technological innovations developed within Industry
4.0 use the Internet to transmit information (Kovaci¢ et al., 2022a).
Through digital transformation and application of the Industry 4.0
technologies, the efficiency of processes in the supply chain can be
influenced (NUnez-Merino et al., 2022; Khan et al., 2021), implying
less need for resources, better optimization of transport routes,
greater safety of employees involved in processes within the sup-
ply chain, etc. (Junge & Straube, 2020). To use digital technologies
and to have digital innovations, organizations must have supportive
organizational culture (Kovacic et al., 2022b). However, it is neces-
sary to emphasize again that for a complete digital transformation
of a supply chain, it is necessary to carry out digital transformation
of each of the stakeholders in the supply chain (Guandalini, 2022).
Implementing digital transformation in the supply chain can re-
quire significant financial resources (Yang et al., 2021), i.e., financial
investments, which is also the reason why organizations located in
the countries with a worse economic situation and those lacking
infrastructure and knowledge, may lag behind in terms of digi-
tal transformation compared to developed countries (Chen et al.,
2021). A sustainable supply chain, i.e., a green supply chain, involves
a fundamental challenge related to the impact on the ecological
component of sustainability, while researchers (Hong et al., 2018)
believe that a sustainable supply chain does not have a significant
impact on the economic and social components. This is partly true,
since solutions within a sustainable supply chain address parame-
ters such as waste management during the production (De Angelis
et al., 2018), release of harmful gases into the atmosphere (He et
al.,, 2019), etc. All of the above may, of course, also affect the eco-
nomic component of sustainability, which is confirmed (El Amrani
et al, 2021) and adds that a sustainable supply chain has the least
impact on the social component, which is also in line with the atti-
tude (Hong et al., 2018) that is, in accordance with the recommen-
dations it defines (Zhang et al., 2018).

There is no doubt that sustainable supply chains are in their
infancy and that the importance that sustainable supply chains
will have in the future is growing (Koberg & Longoni, 2019) due to
the potential risks associated with the scarcity of resources such



as water (Garcia-Caceres et al., 2019), as well as energy sources
such as gas and electricity, due to anincrease in demand caused by
the transition from fossil fuels to the use of electricity (Makholm,
2022), i.e., before the complete transition to electricity, the lack of
fossil fuels, primarily oil, (Ghorbanpour et al., 2022). In other words,
in order to ensure a successful transition towards sustainable ener-
gy sources, it is necessary to ensure that the entire energy supply
chain is sustainable (Safarzadeh et al., 2022), which means ensuring
that all stakeholders in the supply chain are sustainable and do not
use transformation and production mechanisms that are unsus-
tainable, as may be the case with electricity production. Namely,
with the increase in demand for electricity due to the imperative of
the transition to electric vehicles, it is necessary to take care that
the electricity produced comes from sustainable, i.e., clean, sourc-
es (Kovacic et al., 2022; Mutavdzija et al., 2022). Otherwise, a risk
would occur of an insufficiently successful transformation since,

in the case of using sources of electricity that are not sustainable,

a similar amount of harmful gases will be released into the atmos-
phere as in using fossil fuel cars (Zeng et al., 2021). Considering

the large number of stakeholders that belonging to global supply
chains, it must be emphasized that it is necessary to ensure trans-
parency (Montecchi et al.,, 2021) in the supply chain on the basis of
which it is ensured that all interested parties have the possibility of
insight into the origin and the way in which resources are provided,
i.e., the way in which waste is disposed of and managed in the sup-
ply chain (Apeji & Sunmola, 2022). In the context of transparency, it
should be emphasized that transparency can be linked to ensuring
the equality of all stakeholders, since through transparency, a ba-
sis is created for identifying potential benefits to stakeholders in
the supply chain. This also affects the social component of sustain-
ability (Gardner et al., 2019), and it can be achieved based on the
application of technologies developed in the context of Industry
4.0, such as blockchain (Kshetri, 2021; De Carvalho et al., 2022). The
application of blockchain technology in the supply chain affects the
security of transactions carried out in the supply chain, as well as
the ability to ensure satisfactory quality of products and services,
information security, etc. (Azzi et al., 2019). Therefore, the creation
of a sustainable supply chain in the future is today's imperative,



and it will affect all industries with regard to sustainability require-
ments, the potential of applying Industry 4.0 to increase efficiency
and effectiveness in the supply chain, thereby reducing costs (Birkel
& Mlller, 2021; Khan et al., 2022) that is, due to the imperative of
establishing a circular economy, which can be established precisely
through the creation, i.e., the design of a sustainable supply chain
(Manavalan & Jayakrishna, 2019).

Materials and Methods

The research methodology is shown in Figure 1. Before the
start of the research, the key words used in browsing scientific da-
tabases were defined, namely “supply chain” and “circular econo-
my.” After defining the keywords, the parameters for conducting
the analysis were selected. All the selected parameters and the
way in which the selected parameters were used are described in
chapter 2.1. when it comes the analysis of the productivity of the

Figure 1. Phase of conducted research
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Source: Authors presentation



states; 2.2. analysis of the relevance of sources; 2.3. authors’ analy-
sis; 2.4. paper analysis; and 2.5. keyword analysis. After the param-
eters were selected, the WoS and Scopus databases were searched
for the defined keywords in the period from 2006 to 2022. During
the search, a total of 1481 articles were identified, after which the
articles were filtered according to the parameters of focusing ex-
clusively on scientific and professional articles, i.e., removing dupli-
cates and reading abstracts. From the total number of identified
papers, 739 articles were taken into account, which has been the
basis for conducting the research. Likewise, it should be empha-
sized that only articles in English were taken into account.

After filtering the articles, the obtained results have been
presented graphically, tabularly, and descriptively, this also being
the basis for the discussion chapter. It should be emphasized that
the methodology used in the research is similar to the methodolo-
gy used by (Kovacic et al., 2022; Mutavdzija et al., 2022) that is, the
methodology used by (Sombultawee et al., 2022; Gong¢alves et al.,
2022; Marbco et al., 2022).

County Productivity Analysis

When analyzing countries, the variables that are considered
are the number of papers coming from each country, the total
number of citations, or the average number of citations per pa-
per coming from the country being analyzed. The total number of
countries considered in the analysis is 10. The results of the analy-
sis of countries are presented in corresponding tables and descrip-
tions. The average number of citations was calculated as the ra-
tio of the total number of papers from each country and the total
number of citations recorded for each paper coming from the ob-
served country, which is shown in expression 1.

Total number of papers (1 )
Total number of citations

Average Article Citations =

Source Analysis

The indicators h-index, m-index and g-index were used for
the analysis of the source. In addition, the analysis considered the



number of papers published in each journal. The number of jour-
nals considered in the analysis is 10.
To calculate the h-index, the expression 2 was used:

Total number of produced papers (2)
Total number of cited papers

h —index =

m-index is used for analysis of h index per year since the first
publication of the paper. To calculate the m-index, the expression 3
was used:

. h—index
m — index = - — - 3)
Number of years since the publication of the first paper

Analysis of the Authors

When analyzing authors, the parameters considered are the
number of papers that the author produced in the period from
2006 to 2022, the country that the author comes from, the insti-
tution where the author is engaged, or works, the number of cita-
tions that each author has, or Articles Fractionalized. The expres-
sion 4 was used to calculate Articles Fractionalized:

1
Frac Freq (AUj) = ZhEAUj nof CoAuthors (h) (4)

Analysis of Papers

When analyzing the papers, the parameters considered are
the total number of citations for each paper, the total number of
citations that each paper has in a year and Normalized TC. The total
of 10 papers with the highest number of citations were considered.
Papers are presented in the table according to the total number
of citations from the paper with the highest number of citations,
down to the paper with the lowest number of citations. Each paper
is accompanied by a reference.

When calculating the total number of citations in a year, the
expression 5 was used:

Total number of citations )

TC per year =

Number of years since the publication of the paper



Furthermore, when calculating Normalized TC, the expres-
sion 6 was used:

XX XpPRCRipe
Zfztpifc

NCL;

Keyword Analysis

When analyzing keywords, they are categorized into clusters.
The clusters are divided according to the similarity of the keywords
and their interconnectedness. Each keyword is associated with a
circle the size of which is determined by the number of the key-
word'’s appearance. The higher the keyword's incidence, the larger
the circle size, and vice versa. Furthermore, all keywords are inter-
related. The thickness of the line that connects the circles with the
keywords denotes the association of the keywords, where great-
er thickness of the line implies the greater the association of the
keywords and vice versa. When analyzing keywords, cluster names
were formed based on keywords, and sub-themes were defined
within each cluster.

Co-authorship Analysis

The analysis of co-authorship is based on the consideration
of cooperation between authors. All authors, depending on the
collaboration and the topics they deal with, are categorized into
clusters. Each cluster has a different color, and within each cluster
the author who has the greatest influence is defined. The influence
of the author is shown by the size of the circle. The larger the circle,
the greater the influence of the author, and vice versa. Further-
more, all authors within the cluster are interconnected. The larger
and thicker the number and the lines connecting the clusters, i.e.,
the authors within the cluster, the more pronounced is the cooper-
ation between the authors and vice versa.

Results

Figure 2 shows the analysis of the average number of ci-
tations of papers in the observed period from 2006 to 2022.



The average number of citations varies depending on the year. The
highest number of average citations was recorded in 2010, after
which there was a significant decline. However, after 2014, there
was an increase in the number of average citations of papers.

Figure 2. Average number of citations

Citations »,

Year

Source: Authors’ research

Figure 3 shows the total number of papers produced in the
period from 2006 to 2022. It is evident that the number of papers
is growing and that the number of papers has increased, especially
since 2016 from which point the number of papers has been con-
stantly increasing.

Figure 3. Total number of produced papers

Year

Source: Authors’ research



If we look at other information related to the papers, the
results of the research showed that the average increase in the
number of papers per year is 41%. Of the total number of analyzed
papers, 37.08% were created based on international cooperation
between authors. The average number of authors per paper is 3.94,
and the total number of papers authored by a single person is 50.

If we are talking about citations, the average citation per paper per
year is 6.61 while the average citation per article is 24.62.

Country Analysis

Table 1 shows the analysis of the productivity of countries,

i.e., the analysis of citations of papers from individual countries. As
it can be seen from Table 1, the country with the highest number of
citations is the United Kingdom with the total of 4164 recorded ci-
tations followed by Italy with 1750 citations and China with 1731 ci-
tations. If we talk about the average number of citations per paper,
the largest average number per paper is in Sweden (56.38 citations)
followed by France (51.83 citations) and Denmark (50.43 citations).
On the other hand, if we talk about the number of papers by coun-
try, the largest number of papers comes from the United Kingdom
(278 papers in total), followed by Italy (215 papers in total) and Chi-
na (170 papers in total).

Table 1. Country productivity analysis

Country . T.otal Average. Arlficle Number of

Citations Citations papers
United Kingdom 4,164 42.93 278
Italy 1,750 17.68 215
China 1,731 25.84 170
USA 1,128 34.18 142
France 933 51.83 77
India 908 25.94 123
Sweden 733 56.38 40
Netherlands 716 37.68 51
Denmark 706 50.43 37
Brazil 513 19.73 84

Source: Authors’ research



Source Analysis

Table 2 shows the analysis of the source. The journal with
the largest number of papers was the Journal of Cleaner Production
(United Kingdom) with the total of 125 published papers and the
h-index of 232. It is followed by Sustainability (Switzerland) with the
h-index of 109 and the total of 78 published papers. The third in
terms of the number of published papers is the journal Resources
Conservation and Recycling (Netherlands) with the total of 52 pub-
lished papers and the index of 150.

Table 2. Source analysis

Sources Articles H-index G-index

Journal of Cleaner Production 125 232 66
Sustainability (Switzerland) 78 109 48
Resources Conservation and Recycling 52 150 25
Business Strategy and the Environment 24 115 23
International Journal of Production Research 23 153 23
Sustainable Production and Consumption 20 38 15
International Journal of Production Economics 18 197 12
Science of the Total Environment 14 275 12
Production Planning and Control 12 85 11
Journal of Industrial Ecology 10 112 10

Source: Authors’ research

Analysis of the Authors

Table 3 shows the analysis of the authors. The author with
the largest number of citations is Lauri Jddmaa (Finland, Aalto Uni-
versity School of Science, Industrial Engineering and Management)
with the total of 115 citations followed by Riikka Kaipia (Finland,
Aalto University School of Science, Industrial Engineering and Man-
agement) with also 115 citations in total. Hendrik Birkel (Germany,
Friedrich-Alexander Universitat Erlangen-Nuremberg) is the third
concerning the number of citations with the total of 85 citations,
followed by Maximilian Gebhardt (Germany, Friedrich-Alexander



Universitat Erlangen-Nuremberg) with the total of 85 citations. It
should be emphasized that authors with the same number of cita-
tions have the same significance.

Table 3. Author citation analysis

Author Citations
Lauri Jddmaa 115
Riikka Kaipia 115

Hendrik Birkel 85

Maximilian

Gebhardt £
Alexander

Spieske e
Mikael Skou 57
Andersen

Maria Emilia 56
Brassesco

Ezequiel

Coscueta %0
Manuela

Pintado 50
Aman Kumar 55

Source: Authors’ research

Country

Finland

Finland

Germany

Germany

Germany

Denmark

Portugal

Portugal

Portugal

Taiwan

Institution

Aalto University School of
Science, Industrial Engineering
and Management

Aalto University

Friedrich-Alexander Universitat
Erlangen-Nuremberg

Friedrich-Alexander Universitat
Erlangen-Nuremberg

Friedrich-Alexander Universitat
Erlangen-Nuremberg

Aarhus University

Universidade Catélica
Portuguesa

Universidade Catolica
Portuguesa

Universidade Catélica
Portuguesa

National Taiwan University

The analysis identified that the most cited authors come
from same institutions and that only Mikael Skou Andersen (Den-
mark, Aarhus University), Riikka Kaipia (Finland, Alto University)
and Aman Kumar (Taiwan, National Taiwan University) come from
different institutions, since ten authors have been considered in
total. Furthermore, it should be emphasized that if we look at the
country from which the authors come, the authors with the largest
number of citations come from the countries of the European Un-

ion and Europe.



In addition to the analysis of citations of authors, an analy-
sis of the productivity of authors was also conducted. The results
of the analysis are shown in Table 4. As can be seen from the table,
the author with the largest number of papers is Yigit Kazancoglu
(11 papers in total) from the Yasar Universitesi and Articles Frac-
tionalized in the amount of 2.74, followed by Aman Kumar from
National Taiwan University (10 papers), Sachin Kumar Mangla from
the OP Jindal Global University (10 papers in total) and Yingli Wang
from the Cardiff University (10 papers in total). It should be empha-
sized that the authors who have the same number of articles have
the same importance regardless of their position in the table.

Table 4. Authors’ productivity analysis

. o Articles
Articles Country Institution Fractionalized
Yigit Kazancoglu 11 Tukey Yasar Universitesi 2.74
Aman Kumar 10 Taiwan Na'tlona'l LEIER) 2.16
University
Sachin Kumar 10 India OP.Jlnd.al Global 223
Mangla University,
- United . . .
Yingli Wang 10 el Cardiff University 2.45

United University of

LIiEn g Kingdom Birmingham

Source: Authors’ research

Papers Analysis

Table 5 shows the analysis of the papers and contributions
by the authors. It should be emphasized that the 10 most signifi-
cant papers were excluded from the total number of articles includ-
ed in the research. One also needs to bear in mind that the largest
number of papers is directed towards the analysis of the existing
research, with a few papers based on primary research, i.e., describ-
ing conceptual models.



Table 5. Contribution analysis of the most cited papers

Reference

Goal of the Type of

Contribution of the Paper

Genovese et
al. (2017)

paper Paper
/Method

Defining Article

a hybrid

methodology

for life cycle

assessment

Kalmykova et An overview of Literature

al. (2018)

the strategies review
and practices

of establishing

a circular

economy

In the article, the authors
describe the methodology that
can be used for the analysis, that
is, provide the assessment of
the total emissions of harmful
gases that can occur during

the life cycle of a product. The
methodology includes the
analysis of direct emissions

of harmful gases, indirect
emissions of harmful gases, or
total emissions of harmful gases
in the supply chain. The authors
come to the realization that the
establishment of a green supply
chain, that is, a circular economy,
has a significant positive impact
on the environment, but it can
be economically questionable
from the aspect of profitability.

The authors come to the
realization that civil associations
and consulting agencies have
the greatest influence on the
development of the circular
economy. However, despite
emphasizing the importance of
establishing a circular economy,
there are no solid foundations
in the context of clear strategies
for the development of a
circular economy. In addition,
the authors analyze the tools
that are available for creating a
circular economy and divide the
obtained tools into categories of
strategies for implementation
tools. Furthermore, the

authors emphasize the special
importance of establishing a
circular economy in the supply
chain in order to influence the
increase in sustainability.



Reference

Goal of the Type of

paper Paper
/Method

Contribution of the Paper

Lopes

de Sousa
Jabbour et
al. (2018)

Govindan &
Hasanagic
(2018)

Geissdoerfer
et al. (2018a)

Overview of Literature
the impact of review
Industry 4.0

on the circular

economy

Overview and Literature
analysis of review
the drivers of

establishing

a circular

economy

Defining a Literature
framework for review/case
understanding study

how the

circular

economy

affects the

supply chain

In the paper, the authors provide
an overview of the impact that
the Industry 4.0 technologies
have on the creation of a
circular economy. The authors
come to the realization that

the establishment of a circular
economy is more efficient and
effective with the application of
the Industry 4.0 technologies.

In addition, the authors analyze
the impact of ReSlove's business
model on the establishment of
a circular economy through the
Industry 4.0 technologies, which
represents a new approach and
a new framework in the study of
the circular economy.

Through a systematic review

of the literature, the authors
analyze the relationship
between interested parties and
the circular economy. The paper
identifies 13 drivers in total that
influence and encourage the
creation of a circular economy;
34 practices that indicate

how the drivers influence the
creation of a circular economy;
and the total of 39 barriers. In
addition, the paper describes a
multi-perspective model of the
interested parties that can be
used to analyze the influence
that the interested parties

have on the establishment of a
circular economy.

In the research, the authors
present four different case
studies and describe how
different models of establishing
and managing the circular
economy affect the performance
of the established circular
economy, that is, business



Reference

Goal of the
paper

Type of
Paper

Contribution of the Paper

Zhu et al.
(2010)

Geissdoerfer
etal. (2017)

Analysis of
different
supply chain
management
practices

Analysis of
the circular
economy as a
new dominant
paradigm of
sustainability

/Method

Article

Literature
review

in general. The authors

have identified significant
advantages to establishing a
circular economy, but they also
emphasize that there are a
significant number of challenges
associated with the transition
from linear to circular economy.

In the article, the authors
analyze organizations located
in the Chinese economy and
their management practices in
establishing a circular economy,
or a green supply chain. The
authors come to the realization
that a particularly significant
role in the establishment of

a circular economy is played
by management systems, i.e.
management system policies
such as the environmental
management system. On the
other hand, the authors come
to the realization that the
state government also has a
special significance, since it
can encourage organizations
to establish a circular economy
through laws and policies
defined at the state level.

In the research, the authors
emphasize that the circular
economy is a regenerative
approach that includes reducing
the amount of emitted
greenhouse gases, that is,

all types of waste. Also, the
research identifies a significant
increase in the interest of
researchers related to the
circular economy. The authors
also come to the realization that
there is no significant difference
in the literature between the
terms of sustainability and



Goal of the
paper

Reference

Type of

Paper
/Method

Contribution of the Paper

Despeisse et The authors

al. (2017) analyze the
possibility
of using 3D
printers to

achieve circular

economy

Mangla et al. Analysis of

(2018) barriers to
establishing
a circular
economy

Article

Literature
review

circular economy. But despite
this, the authors conclude that
the circular economy is the basis
of sustainability and sustainable
development.

In the research, the authors
look at the possibilities offered
by application of 3D printers

in the context of reducing the
amount of required resources.
One of the insights that

the authors come to is that
significantly larger amounts

of sustainable products can be
created by using 3D printers,
that is, products that are based
on the reuse of the already
used resources, but which in
this context are adapted for
reuse.

In the research, the authors
analyze the barriers that can
have a significant impact on
the establishment of a circular
economy in the context of India.
It has been identified that one
of the fundamental barriers
that arises is the lack of legal
legislation that would define
the need for the establishment
of a circular economy, which

is why there are not enough
initiatives by organizations
related to the establishment of
such a system. In other words,
the authors emphasize that it
is particularly important for
governments to define the
need for the establishment of
a circular economy through the
definition of legislation, since
this will affirm the obligation
of all organizations to actin
accordance with the law.



Reference  Goal of the Contribution of the Paper

paper

Moktadir et  Analysis of Article In their research, the authors

al. (2018) the circular analyze how the circular
economy in economy affects the leather
the textile industry in Bangladesh, which
processing is considered one of the largest
industry polluters of the environment.

In the research, the authors
present a methodology

related to the transformation

of industries such as textile
industry, leather industry,

and the like, i.e., introducing

the entire supply chain of

such industries into a circular
economy in order to reduce their
impact on the environment.

Source: Authors’ research

Keyword Analysis

Figure 3 shows keyword analysis. As can be seen in Figure
3, the keywords can be categorized into three clusters which are
shown and explained in Table 6. The dominant themes in the ob-
served area include sustainable development, supply chains and
waste management. Within the mentioned clusters there are sev-
eral sub-topics that can be categorized into the topics of waste and
waste management (green), circular economy and the links that
production and product design have to the functioning of the circu-
lar economy (red). In the third cluster (blue), the dominant themes
are reduced to sustainable development and the impact that sus-
tainable development has on the supply chain, as well as the on
production and the environment.

If we are talking about the interpretation of Figure 4, the
larger the size of the circle, the higher the occurrence of the key-
word and vice versa. On the other hand, the greater the thickness
of the link between the keywords, the greater the link between the
keywords or clusters with the corresponding keywords.



Figure 4. Keyword analysis

curope stakeholder
strategic approach
economic conditions

china
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Source: Authors’ research

Table 6. Keyword and sub-topic analysis in clusters

Cluster name Under topics Keywords

Red Cluster: Circular Influence of product  Supply chains

Economy and Supply design and production Circular economy

Chain on the supply chain Resource efficiencies
Industrial ecology
Manufacture
Commerce
Decision making
Closed-loop supply chain
Sales
Costs
Profitability
Product design
Design support systems
Sensitivity analysis



Cluster name Under topics Keywords

Blue Cluster: Supply chain and Supply chain management
The Impact of environment Sustainable supply chains
Sustainable Sustainability
Development Economic aspect

on Supply Chain Economic conditions
Management Environmental economics

Environmental management
Manufacturing

Industrial economics
Economics

Economic conditions

Green cluster: Waste Impact of waste Waste management
management management on Environmental impact
sustainability and Life cycle

ecological environment Recycling
Electronic waste
Food supply
Greenhouse gases
Food waste
Carbon dioxide
Environmental sustainability
Life cycle analysis
Climate change

Source: The table is the work of the author

Red Cluster - Circular Economy and Supply Chain

In the red cluster, the dominant topic addressed by the au-
thors is the relationship between the circular economy and the
supply chain, and the subtopic identified within the red cluster is
the impact of the product design and production on the supply
chain. The transition to a circular economy brings with it several
challenges that are primarily related to the development of strat-
egies that will enable the production of environmentally friendly
products. This includes defining a resource procurement strategy,
i.e., selecting a supplier who will provide all the resources neces-
sary to produce a sustainable product (Bocken et al., 2016). This is
followed by research conducted by Den Hollander, M. C., Bakker,
C. A., and Hultink, E. J., in which the authors describe the impor-
tance of recycling and reusing once used products, as otherwise



the challenge of failing to provide sufficient resources for the pro-
duction occurs. In this context, the authors emphasize the need

to develop strategies that will enable a different provision of all
materials needed for production. (Den Hollander et al., 2017). To
ensure such a strategy, it is necessary to develop strategic frame-
works for product design and production (Van den Berg & Bakker,
2015). The development of product production strategies using
recycled materials also affects resource efficiency. In other words,
due to the growing market demand for raw materials and mate-
rials that can be used in production, the reuse of resources, i.e.,
recycling of materials can reduce the cost of purchasing resourc-
es needed for production (Di Maio et al., 2017). Furthermore, one
of the mechanisms that encourages the reuse of resources, i.e.,
increases the efficiency of the use of available resources, is the
legislation that state governments can define. One example of this
is the European Union, which defines recommendations for the
reuse of resources, i.e., recycling, which has proven to be a good
measure that has resulted in reduced waste production and in-
creased use of recycled resources (Domenech & Bahn-Walkowiak,
2019). Resource reuse, i.e., recycling of used resources, also results
in changes in the supply chain design. In other words, there is the
development of so-called closed loop supply chain which means
reuse of used resources, i.e., their recycling. This also implies the
need to adapt the organizations involved in the supply chain in the
context of defining the mechanisms by which the used units will
be reused in production. This means that it is necessary to develop
return logistics that will enable the collection and classification of
the used resources that have been collected, as well as the selec-
tion of those resources that can be reused in production (Guide et
al., 2003). By closing the supply chains the circular economy effect
is achieved, as all used products are returned to the supply chain,
i.e., recycled. Thus, organizations involved in a closed supply chain
may have lower costs due to lower requirements for resources, as
once-used resources are recycled.



Blue Cluster — The Impact of Sustainable Development on
the Supply Chain Management

Sustainable development is based on the economic, environ-
mental, and social pillars, which implies the importance of caring
for a reduced impact on these components (Omer, 2008). In other
words, sustainable development means a development that consid-
ers the needs for resources of the current generation, without com-
promising the ability of future generations to meet the same needs.
This is particularly pronounced when it comes to the supply chain, as
the supply chain must provide all the resources necessary to meet
the identified needs. Irrational use of resources can result in unsus-
tainability, as well as in the increase of the negative impact that the
supply chain can have on the environment. To increase sustainability,
i.e., rational use of resources, it is necessary to develop and encour-
age a culture of all stakeholders in the supply chain related to the
sustainability and efficiency of resource use (Zimon et al., 2020).
However, to promote the sustainability and rational use of resourc-
esin the supply chain, it is necessary to develop policies aimed at
sustainability and sustainable development. The implementation
of such policies brings with it several challenges, but on the other
hand, it can also affect the reputation of the organization, as well
as the entire supply chain (Oelze et al., 2014). The development and
implementation of sustainability policies in the supply chain can also
be encouraged by legislation, as is the case in the context of the Eu-
ropean Union, i.e., the food supply chain. In other words, sustainabil-
ity and social responsibility become the basis for the functioning of
supply chains, such as the food supply chain in which there is a risk of
disposing of large amounts of resources due to the expiration date,
i.e., maintaining the market price of resources. With this in mind, the
development of strategies and policies aimed at sustainability and
promoting social responsibility can be a mechanism through which
vertical integration of stakeholders in the supply chain, as well as
easier implementation of environmental management policies (Stra-
nieri et al., 2019) are achieved. However, care exclusively for the en-
vironmental segment is insufficient, since sustainability also includes
economic and social segment. The social segment primarily refers to
the concern for the human factor that is included in the supply chain



by reducing the risk of labor exploitation, taking care of inclusion
and equal opportunities and the like. On the other hand, the eco-
nomic segment of sustainability refers to the manner of resources’
procurement, market performance, as well as the communication of
organizations involved in the supply chain with the market.

Green Cluster - Waste Management

Waste management is the basis of ensuring a circular econ-
omy. The main reason for this is the need to have mechanisms in
place that enable the sorting of waste, so that the part of the waste
that can be reused is processed and sent back into the production
process, or the part of the waste that cannot be reused is disposed
of safely. The existence of waste management mechanisms influ-
ences the creation of so-called reverse supply chain (Mahajan &
Vakharia, 2016). The need to develop mechanisms that will enable
waste management is particularly pronounced in the industries
where there is significant waste production, such as textile indus-
try (Li & Ding, 2021), food industry (Papargyropoulou et al., 2014),
or electronics industry, which is characterized by the production of
large amounts of hazardous waste that can significantly negatively
affect the environment (Rezayat et al., 2020). One of the mecha-
nisms that can be used in waste collection, i.e., waste management,
is the return logistics. The return logistics allows the creation of the
so-called closed-loop supply chain, thus creating the basis for the
establishment of a circular economy (Govindan et al., 2015). Howev-
er, even though the establishment of a circular economy, i.e., reuse
of once used resources causes lower needs for new resources, i.e.,
the production of new resources and the inability to fully recycle
resources result in the need to dispose of non-recyclable resourc-
es in special landfills, depending on the type of the resource being
disposed of (Reno, 2015). This means that there is a risk that the
disposed resources would pose a threat to the environment, i.e.,
that they can negatively affect the environment in the phase of dis-
posal, i.e., their decomposition. However, it should be emphasized
that with proper waste management, the amount of such resourc-
es is lower than, the in the cases where all of the used resources are
disposed of without recycling. This approach to waste management



can also reduce carbon dioxide emissions from the production of
new resources, i.e., reduce carbon dioxide emissions through prop-
er waste management and disposal (Qiyong & Jiaoju, 2011). Thus,
it is evident that proper waste management can provide a basis for
the establishment of a circular economy, i.e., that the amount of
waste produced in the supply chain can be reduced, thus also re-
ducing the carbon dioxide emission of the production of necessary
resources, or decomposition of landfilled waste.

Co-autorship Analysis

Rawls reminds us that political pessimism precipitated the
fall of the Weimar Republic; people “no longer believed a decent
liberal parliamentary regime was possible,” and Nazism followed
(Rawls, 1993: Ixi—Ixii). Fascism has crept back into politics and now
seriously threatens democratic stability. This is profoundly trouble-
some but also an opportunity to fortify liberal accounts of social
stability with a conception of resilience by taking seriously the do-
mestic-expansive problems that polarize societies. Although these
problems are not among the ones for which liberalism was devised,
liberal theorists have long used their experiences and observations
to develop the tradition. J. S. Mill saw the tyrannical potential of
the people, whereas previous generations of liberals saw only the
tyrannical power of government (Mill, 2002). John Dewey reima-
gined liberalism’s enduring values for an industrial age that, up until
then, lacked the conceptual resources for protecting liberty from
the marketplace (Dewey, 1935: 5-6). Rawls resuscitated Kant's
account of liberal legitimacy to explain how citizens might come
to share the same conception of justice for moral reasons despite
their incommensurable yet reasonable conceptions of a good life.
The COVID-19 pandemic has demonstrated how deeply engrained
human-induced risks have become in the functionality of socie-
ties. Liberals must now reimagine the tradition for a set of new,
cross-cutting challenges that cascade across global, regional, and
local systems of governance. Developing the tradition to meet to-
day’'s challenges will require discussions on a concept of resiliency,
and those discussions will certainly reverberate back into the way
we think about justice and stability.



Figure 5. Co-authorship analysis

fischer a. 2017

lahane s. 2020

masi d. 2017

kazancoglu y. 2018
bressancli ¢. 201409
wran. 2019 nasir m.h.a 2017

prieto-sandoval v. 2018

mirabella n. 2014 genovesea. 20171 oquem, 2019 hussain m. 2020

geissdoerfer m. 2017
de angelis r. 2018
mangla sk. 2018

eliav. 2017
stahel w.r. 2016 .
korhonen j. 2018-2 govindan k. 2018 s 2018
linder m. 2017
andersen m.s. 2007
bocken n.m.p 2016
kirchherr j. 2017
gelssdoerfer m. 2018 lieder m. 20. Korhonen j. 2018-1
urbinatia. 2017 ghisellini p. 2016
murray a. 2017 zeng h. 2017
kircherr j.

. 2 merli . 2018
gengy. 2012 sub.2013

manninen k. 201devandovski m. 2016
de jesus a. 2018

seuring 5. 2008

bocken n.m. 2016 winans k. 2017 govindan k. 2015

yuanz. 2006 genovese a. 2017-2

sauve . 2016

witjes s. 2016 savaskan r.c. 2004
eisenhardt k.m. 1989 carter c.r. 2008

parfitt . 2010

Source: Authors’ research

Within the red cluster, the authors who have the greatest
influence are Ghisellini, P., Ripa, M. and Ulgiati, S. with the paper
“Exploring Environmental and Economic Costs and Benefits of a Cir-
cular Economic Approach to the Construction and Demolition Sec-
tor, A Literature Review”. The mentioned authors describe the basic
settings of the circular economy, as well as its importance in the
context of reducing the negative impacts that the traditional econ-
omy has. Also, the authors talk about the need to adopt a method-
ology that would be used in the transformation of the tradition-
al economy into a sustainable economy, or an economy based on
recycling, i.e., reuse of once used resources. (Ghisellini et al., 2018)
Furthermore, within the red cluster it was identified that the paper
“Conceptualizing the Circular Economy: An Analysis of 114 Defini-
tions” by Kirchherr, J., Reike, D. & Hekkert, M. is the second paperin
terms of significance. In the mentioned paper, the authors describe



114 conceptual definitions of circular economy and analyze in detail
the content of each of the conceptual definitions. The authors con-
clude that circular economy is the basis for reducing the negative
impact that the traditional functioning of the economy has (Kirch-
heretal., 2017).

When it comes to the purple cluster, it was identified that
out of 7 included authors in total, not one significantly differs from
othersin terms of influence. However, the authors who represent a
significant link with the red cluster are Geissdoerfer, M., Vladimiro-
va, D., and Evans, S. with their paper entitled “Sustainable Business
Model Innovation: A Review” in which they provide an overview of
the literature related to innovation and the impact that innovation
has on the development of system sustainability (Geissdoerfer et
al., 2018b). Furthermore, if we talk about the authors who are links
to other clusters, a particularly significant article that connects the
purple cluster with the green cluster is the paper by Witjes, S., and
Lozano, R. titled “Towards a More Circular Economy: Proposing a
Framework Linking Sustainable Public Procurement and Sustaina-
ble Business Models, in which the authors link sustainability and the
circular economy, and emphasize that the circular economy is the
basis for increasing sustainability.

Like the purple cluster, the green cluster does not have a
significant author who would address the area of sustainability, i.e.,
the circular economy. However, despite this, it was identified that
the authors Genovese, A., Acquaye, A. A., Figueroa, A., and Koh, S.
L. in their paper “Sustainable Supply Chain Management and the
Transition to a Circular Economy: Evidence and Some Applications”
emphasize the importance of the development of circular econ-
omy, i.e. green supply chain, and that the development of green
economy is imperative given the increased consumption of resourc-
es (Genovese et al,, 2017). The mentioned paper, i.e., its authors,
are the link between the green cluster and the red cluster, i.e., the
green cluster and the purple cluster. In addition, the second most
important paper within the green cluster is the one by Seuring, S.,
& Miiller, M entitled “Core Issues in Sustainable Supply Chain Man-
agement —a Delphi Study” in which the authors describe the results
of research conducted using the delphi method, where four basic
problems were identified, namely the pressure to transform the



supply chain into a sustainable chain, the need to measure the sus-
tainability of supply chain development, supplier management, and
supply chain management as a whole (Seuring & Miller, 2008).

Discussion

Ensuring the sustainability of supply chains becomes imper-
ative. The reason for this is the importance of sustainable develop-
ment and rational use of resources, due to the growing demand for
resources, i.e., depletion of resources and use of resources from
non-renewable energy sources (Balatsky et al., 2015). This approach
to resources’ use can have a negative impact on the environmental
component of sustainability. But in addition to the growing con-
cerns and interest of scientists to use renewable energy resources
(Cerovi¢ et al., 2014), there is a need to consider the impact of the
excessive consumption on the social and economic components
of sustainability (D’Eusanio et al., 2019). The primary reason for
this is the global distribution of the supply chain, which brings with
it the risk of overexploitation of labor, i.e., inequality of the labor
engaged in organizations that are stakeholders in the supply chain.
Furthermore, ecological, and social imbalances, i.e., unsustainability
of the supply chain, can determine and affect economic unsustaina-
bility and vice versa.

In response to the challenges of unsustainability, one of the
directions of action is the establishment of a circular economy. A cir-
cular economy involves the reuse of resources that have been used
once and then recycled. However, the circular economy address-
es exclusively the environmental segment of sustainability, which
means that the social component remains exposed to potential un-
sustainability. If we talk about the impact of the circular economy on
the economic segment, resources’ reuse may result in savings when
it comes to the resources’ acquisition costs (Murray et al.,, 2015), or
reduction of greenhouse gas emissions from resource production
(Mongo et al.,, 2022). However, the establishment of a circular econ-
omy in the supply chain brings with it several challenges related
primarily to the need of defining mechanisms that will enable the
collection of used resources and the development of mechanisms
that will enable or prepare used resources for reuse. This approach



allows for a significant reduction in the waste generated, which can
significantly affect the environmental component of sustainability
(Ragossnig et al., 2019). But when it comes to adapting resources
for reuse, one of the challenges that arises is the release of possi-
ble harmful gases resulting from the resources’ processing (Wang
et al., 2020). On the other hand, the disposal of used resources also
affects the production of greenhouse gases, i.e., environmental pol-
lution. Therefore, regardless of the approach to resource manage-
ment, there is a risk of greenhouse gas emissions, or negative im-
pact on the environmental segment of sustainability, which means
that the establishment of a circular economy cannot eliminate the
negative impact on the environmental segment but reduce it.

If we talk about the stakeholders involved in the supply chain
who are most affected by changes due to the development of the
circular economy, it can be said that the circular economy has a
significant impact on stakeholders at the beginning of the supply
chain. The reason for this is lower demand for raw materials due to
recycling. However, in addition to the stakeholders at the beginning
of the chain, the establishment of a circular economy in the supply
chain may require adjustment of producers, since the production
process needs to be adapted to the recycled resources whose char-
acteristics may differ from those of the non-recycled ones. One of
the main goals of every organization is foresight needs and require-
ments that customers have (Buntak et al., 2021). Ultimately, cus-
tomers or users of supply chain’s services should also be prepared
to adapt, as the characteristics of the finished products produced
with recycled resources may be different from those produced with
non-recycled resources. One of the possibilities related to maintain-
ing the satisfactory quality of the final products is the production
of finished products with a share of recycled resources to which
non-recycled resources are added, as is the case with polymers
(Ignatyev et al., 2014). However, in order to increase the quality of
the final products, i.e. services that contain recycled materials, it is
necessary to develop technological procedures, as is the case with
steel, where specially developed technological procedures maintain
the quality of the final product based on recycled resources. (Boom
& Steffen, 2001). It is especially important to emphasize that the
establishment of a circular economy and the reuse of resources in



supply chains is due to global economic disruptions caused by politi-
cal and other crises, which have slowed or completely disrupted the
supply chain (Kovacic et al., 2023). Slowing down the supply chain
also leads to a lower ability to supply enough resources needed for
the production, which makes recycling imperative. In addition, the
shortening of supply chains leads to the development of the need
to reuse resources, as some production resources can be procured
from distant countries, and due to the shortening of supply chains,
the possibility of procuring such resources is diminished.

Therefore, to establish a circular economy in the supply
chain, it is necessary to adjust the supply chain, which means to
create and implement mechanisms that will enable the collection
of used resources, i.e., their recycling and reuse. Organizations in-
volved in the supply chain may face challenges related to the costs
of implementing the technology that will enable recycling and re-
use of resources, as well as challenges related to ensuring satisfac-
tory quality of the products containing recycled resources.

Conclusion

The conducted research is based on a systematic review of
the literature. The research was founded on a sample from the Scop-
us database, and the identified trends indicated an increase in the
number of researchers, as well as in the number of papers dealing
with supply chains, the analysis of the circular economy and its in so-
ciety. The largest number of researchers come from European coun-
tries, i.e., the European Union and China, which are also the coun-
tries that have the largest number of produced and cited works.

The research identifies that the circular economy has a signif-
icant impact on the functioning of the supply chain in the context
of the need to develop mechanisms that will enable the reuse of
used resources. The circular economy as such is one of the mecha-
nisms used to increase sustainability, i.e., primarily environmental,
and economic sustainability. The main reason for this is the reduc-
tion of the costs of procurement of the resources needed for pro-
duction due to the use of recycled resources, or the impact on the
environmental component, primarily due to reducing the negative
impact of resources’ exploitation and disposal of used resources.



The conducted research has a fundamental limitation of fo-
cusing exclusively on the Scopus database, as well as excluding re-
search of entire volumes or book, as it focuses only on professional
and scientific papers. The recommendation for future researchers
in this field is to conduct a study to examine the extent to which
organizations involved in the supply chain use recycled resources,
i.e., how willing they are to implement the principles of the circular
economy.
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Transformative Role of Higher Education
in Sustainable Development

Abstract

Introduction

Sustainable education (SDG 4.7) has a key role in enabling the
achievement of all other UN Sustainable Development Goals
(SDGs) and a power to make a radical shift towards sustainable
development. In order to take up this transformative role, it

is suggested that education needs to be transformed first. It
is because the current educational approach, organization of
learning and delivery of education cannot follow the pace and
nature of the changes in the society, or contribute to dealing
with sustainability challenges. In this paper a unique endeav-
our of the national coalition of fourteen Dutch universities of
applied sciences is presented. This innovative initiative aims

to develop and deliver a master profile and a programme in
sustainability transition on the national level. Paper provides
the discussion and analysis of the motives, process and hur-
dles of this endeavour with the purpose of sharing the lessons
learned and inspiring similar practices in other countries.
Keywords: Sustainable education (SDG 4.7), Sustainability tran-
sitions, Higher education, Master programme, Dutch Universi-
ties of Applied Sciences

Slow progress in dealing with major environmental and soci-
etal challenges (climate crisis, biodiversity loss, inequality, extreme
poverty, etc.) poses a question of the adequacy of the response
of businesses, governments, but also of higher education to the
unprecedented times of urgency, uncertainty and threat. The UN
SDGs articulate the seventeen most important, global ambitions
that humanity needs to focus on to be able to deal with the most
pressing global challenges, affecting the world and life as we know
it. Even though there are many valuable initiatives, regulations and
innovations that are setting the development in the promising di-
rection, the progress is still too slow and does not correspond to



the level of the urgency and threat faced with by our planet and
society (CGRi, n.d.). It is suggested that only a radically different
approach and transformation on the most fundamental levels of
society are needed to set us on the right path towards a sustainable
future (Sachs et al., 2019). Following up on the ‘World in 2050 initi-
ative (TWI250, 2018), UN Sustainable Development Solutions Net-
work (SDSN) suggested six SDG transformations' as building-blocks
of SDG achievement, the first among them being Education (Sachs
etal., 2019).

Current educational system is still characterized by silos, hi-
erarchical structures, fragmentation, departmentalization and con-
ventional ways of delivering the programmes, with a limited view of
what the role and impact of education, and specifically universities
and their graduates, can and should be. Some authors suggest that
there is an astonishing disconnection between the pressing signs of
a global change, and the relatively closed world of higher education
(Sterling, 2021).

The main purpose of this study is to inspire higher education
to take up a transformative role, as envisaged by SDG 4.7, by shar-
ing the lessons learned from the Dutch higher educational system,
as one of the possible ways in which higher educational systems
could provide more considerable contribution to the achievement
of the UN SDGs and provide meaningful response to the environ-
mental and societal challenges.

In line with this purpose, we set the research objectives. The
first objective is to analyse adequacy of the current educational sys-
tem from the perspective of pressing societal and environmental
challenges. The second objective is to examine what the education-
al approach (purpose, curriculum, learning environment, delivery)
needs to be like, so that the graduates can truly become agents of
change and transition leaders. Finally, the third objective is to pres-
ent, discuss and learn from the Dutch example of fourteen universi-
ties of applied sciences working together to ensure transformative
role or higher education.

" Six SDG transformations according to the SDSN are: 1. Education, Gender, and
Inequality; 2. Health, Wellbeing, and Demography; 3. Energy Decarbonisation and
Sustainable Industry; 4. Sustainable Food, Land, Water, and Oceans; 5. Sustainable
Cities and Communities; and 6. Digital Revolution for Sustainable Development



In line with the main aim of the study, the research question
we start from in this paper is: What does it take for a higher educa-
tional system to contribute to sustainability transitions and educate
professionals at the forefront of transformations towards a more
sustainable world?

In order to answer the question, we will use single in-depth
case study as the most adequate research method to provide in-
depth analysis of the phenomenon (Yin, 2014). The context we
choose for the case study is the higher educational system in the
Netherlands, and more specifically, the master level education in
the domain of sustainability. The Netherlands is one of the most
developed countries in Europe with rich, open, international, and
consequently highly competitive and diversified offer of bachelor
and master programmes, with many of its universities occupying
very high positions in the Academic Ranking of World Universi-
ties (Shanghai Ranking).

The paper will discuss and analyse one particular exam-
ple and an initiative of setting up a new master programme in the
Netherlands in the domain of sustainability. To the best of our
knowledge, this is a unique example of a national coalition of uni-
versities setting up an innovative form of working together on
designing a new master profile and programme and proposing
radically novel way of delivering the master programme, so that its
graduates can be at the forefront of societal transformation, which
is necessary in the unprecedented conditions of urgency.

The remaining part of the paper has the following structure.
In the next section, we provide a short literature overview that
presents concepts and frameworks necessary for determining the
basis of the study and useful for structuring the presentation of our
empirical findings. We will shortly present the UN SDGs and in par-
ticular SDG 4 that concerns education. We will also introduce the
literature that evaluates the current system of higher education
from the perspective of its adequacy in the conditions of urgen-
cy. Lastly, using literature on the educational science and analysis
of reported practical requirements, we will discuss the features of
higher education needed to provide adequate response to envi-
ronmental and societal challenges. Literature review section will be
concluded by summarizing the main findings that will be used as a



conceptual framework to analyse and discuss the results of our em-
pirical research.

Research methodology section will provide more specific de-
tails on the research design, research context and case selection, as
well as a description of the data collection and data analysis meth-
ods. In the Discussion section we will present data analysis and find-
ings. Final section of the study contains the conclusions that will be
derived from the findings and analysis and contrasted with previous
research. In this final section, researcher also offers possible lines
for future research.

Literature Overview

Education for Sustainable Development

Our economy and society are faced with serious environ-
mental challenges requesting urgent response and action on all
the levels of our society. The population is growing, and together
with the growing needs and the economic growth, this has a detri-
mental effect on natural resources and the environment. To ensure
there’'s enough food, water and prosperity for the future genera-
tions, national economies need to switch from a linear® to a circular
and more sustainable economy. Increasing number of companies
embrace social and environmental responsibility and perceive it as
a source of the competitive advantage (Pesalj et al., 2012). Also,
the most proactive and dynamic companies are willing to adapt and
improve by introducing new management tools to improve perfor-
mance (Pesalj, 2014). However, instead of ensuring more circularity
of materials, it appears that the world almost exclusively relies on
new (virgin) materials. Material extraction is increasing, leading to
anincrease in the circularity gap and shrinking of global circularity:
from 9.1% in 2018, to 8.6% 2020, and now 7.2% in 2023 (Circularity
Gap Report, 2023).

2 Linear economy rely on the sequence “Take — make — dispose”, meaning that raw
materials are collected, then transformed into products that are used, until they
are finally discarded as waste.



The quantity and diversity of products increase at such a
pace that the existing natural resources and their capacity to re-
generate cannot keep up with it, leading to an increasing gap be-
tween the demand and availability of resources. We are overusing
our planet’s resources. Currently the world is using 1.75 planets to
support humanity’s demand. If the current pace continues, by 2050
we'll consume three planets (Global Footprint Network, 2023). Ob-
viously this scenario is unsustainable. The Earth Overshoot Day is
another measurement calculated to make this transparent. It marks
the date when humanity’s demand for ecological resources and ser-
vices in a given year exceed what Earth can regenerate in that year.
The earlier the date is in the year, the less sustainable we are. The
Earth Overshoot Day fell on 28 July 2018; 29 July 2019, then during
the pandemic it was on 22 August 2020, then on 30 July 2021, and
once again on 28 July 2022.

Obviously, the economic growth and the use of natural re-
sources are on a collision courses and it is suggested that they need
to be decoupled from each other in order to avoid detrimental
effects on the society and the environment. Not only that natural
resources become depleted, but human activities “[...] are lead-
ing to transgression of nine key planetary boundaries” (Accenture,
2014, p.8). We've passed some planetary boundaries already - rate
of biodiversity loss, climate change, human interference with the
nitrogen cycle (biogeochemical flows); chemical pollution and the
release of novel entities and land-system change, threating abrupt
orirreversible environmental changes that can have far-reaching
social and economic consequences.

Looking at the progress so far, it becomes obvious that tran-
sition to a more sustainable future requires a radical shift in the way
we think, produce, live and consume (Mitrovi¢ & Pesalj, 2021). The
amount of that shift is best described by Kirchherr et al. (2017) as
“a fundamental systemic [innovation] instead of a bit of twisting the
status quo.” (p. 229).

The United Nations developed the 2030 Agenda for Sustain-
able Development with the 17 specific Sustainable Development
Goals (SDGs) to provide guidance to all participants and stakehold-
ers in the transition process (SDG, n.d.). One of the seventeen goals
is SDG4 Quiality Education: Ensure inclusive and equitable quality



education and promote lifelong learning opportunities for all (SDG,
n.d.). SDG4 has seven targets and the seventh one is the most rel-
evant for our study. SDG 4.7 is formulated as follows: “By 2030,
ensure that all learners acquire the knowledge and skills needed

to promote sustainable development, including, among others,
through education for sustainable development and sustainable
lifestyles, human rights, gender equality, promotion of a culture of
peace and non-violence, global citizenship and appreciation of cul-
tural diversity and of culture’s contribution to sustainable develop-
ment.” (SDG, n.d.)

Education for Sustainable Development (ESD), as described
in SDG 4.7 is an enabler for all 17 SDGs, and is the foundation for
the required transformation — a radical shift, providing everyone
with the knowledge, skills, attitude and values to become change
agents for sustainable development (UNESCQO, 2021). ESD is the
education that enables learners to develop knowledge, skills, at-
titudes, values and ethics to cope with the complexity and risk
of todays’ world, to build resilience, to think systemically and
creatively, and to empower them to take responsible action as
citizens.

Having in mind the urgency and the threat that our society is
faced with, while also having in mind what the ambition for sustain-
able education is, as defined by SDG 4.7, in the following section we
will examine the features of the current educational system, specif-
ically that of higher education, from the perspective of its ability to
take up the roles as defined by SDG 4.7.

Despite Brazil having the middle income country status, it
does have a public health system with universal access, meaning
that everyone is covered by it. However, the level of healthcare in
the public healthcare system (named ‘public unified health system’,
in Portuguese, ‘Sistema Unico de Satde — SUS') is as a general rule
rather low, and most people that can afford it, subscribe to private
health insurance in order to have access to private health services.
During COVID-19, the good news was that everyone in principle
had access to public healthcare services, though due to the sys-
tem'’s mostly poor state, it soon practically collapsed when con-
fronted with the magnitude of the task of handling the pandemic,
combined with the chaotic response to the pandemic orchestrated



by the federal government, under the leadership of the former
president Jair Bolsonaro (Di Giulio et al., 2023).

The situation in Brazil during COVID-19 has been described
as ‘catastrophic’ (Ortega & Orsini, 2020), especially in the first
months of handling the crisis. A sad example regards the city of
Manaus, which experienced two peak crises connected to the COV-
ID-19 pandemic — the first took place in early January 2021, regard-
ing the failure of the funerary services to deal with the number of
COVID-19 deaths, which led to the collective burial of many de-
ceased in mass graves (Reeves, 2021). The second crisis took place
in late January 2021, when hospitals were faced with acute short-
age of oxygen supplies and many intensive care patients who were
hospitalized due to COVID-19 died. At that point intensive care
units in the city of Manaus were overwhelmed with COVID-19 pa-
tients and were referred to as “asphyxiation chambers” (Bergamo,
Ménica, n.d.).

The severe losses the country experienced during the pan-
demic can be linked partially to the federal government’s initial
denial of the seriousness of the virus and of its effects on humans
(Smith, 2020). The then president Bolsonaro openly dismissed the
virus, calling it a ‘little flu’, and denied the severity of the disease,
contributing to the spread of disinformation. The bottom line was
that he argued that the economic impact of the pandemic was
more dangerous than the virus itself, and he therefore vehemently
opposed lockdowns and any other restrictions on economic activity
(Reverdosa et al.,, 2021). Furthermore, the president advocated for
the intake of medically unproven substances to prevent and com-
bat the virus, namely chloroquine and hydroxychloroquine (CNN et
al., 2021). He also appealed to religious beliefs, saying that he had
been diagnosed with COVID; but that his body was protected by
god, and that therefore he had just mild symptoms.

Furthermore, under Bolsonaro, and especially at the begin-
ning of the pandemic, there was a series of changes in key positions
in the country’s Ministry of Health, which negatively affected the
handling of the crisis. Although at the beginning of his term the
Ministry of Health had been led by a medical doctor, after the min-
ister dismissed the ‘treatment’ advocated by the president on med-
ical grounds, Bolsonaro viewed this as defying his authority and the



Minister was fired. During a short time no less than three health
ministers were nominated to handle the pandemic in the country.
Later on, a military person with no medical knowledge was appoint-
ed to occupy the post (Paes & Kavanami, 2020); (Di Giulio et al.,
2023). Meanwhile, the number of deaths was steadily mounting.

According to the WHO, between January 2020 and March
2023, Brazil had over 35 million cases of COVID-19 reported, and
about 700,000 deaths (WHO, n.d.). The worst of the pandemic in
the country took place between late 2020 and early 2021.

Although Brazil has a universal healthcare system, to which
in principle everyone has access, the service is quite underfund-
ed, meaning that the facilities and quality of the public healthcare
system is often low, and the people who can afford that, pay for
private healthcare services in order to receive better healthcare
treatment. With the COVID-19 pandemic, both public and private
hospitals were soon full, and there was a lack of beds and oxygen
for patients. There were also issues of the lack of protective equip-
ment for healthcare personnel, beside excessive levels of stress
and burnout among healthcare workers. As mentioned earlier, the
capital of the state of Amazon, Manaus, faced an extreme situation,
with lots of COVID-19-related deaths due to, among other reasons,
a combination of the lack of medical oxygen reaching public hospi-
tals, the new Delta variant, and poor isolation policies (Di Giulio et
al., 2023). Pictures of hundreds of graves in Manaus (including col-
lective graves) linked to COVID-19 deaths in the beginning of 2021
were broadcasted all over the world.

Beside the health crisis, a political crisis severely affected the
country, with other actors trying to counteract the lack of effective
measures by the federal government. In other municipalities, those
that followed Bolsonaro's position (namely, the denial of the virus
and disregard for protective measures) had proportionally higher
numbers of coronavirus cases; this has been referred to as the ‘Bol-
sonaro effect’ (Di Giulio et al., 2023). Some sub-national authorities
tried to act according to medical advice and scientific expertise and
thus adopted more strict measures (such as social distancing, and
the wearing of face masks) and sought to purchase and set up COV-
ID-19 vaccination initiatives, as has been the case of the govern-
ment of the state of Sdo Paulo. Although the federal government



of Bolsonaro was initially strongly against such measures, it later
started changing its strategy, beginning with vaccination campaigns
and acting more in line with medical advice practiced in other coun-
tries (thus favoring the use of face masks, hand washing measures,
etc.). But overall, the handling of COVID-19 by Brazilian authorities,
especially the federal government in the early stages of the pan-
demic, was very problematic.

Moreover, criticism was being raised due to the fact that
public policies had a particular negative impact on certain societal
groups, especially poor urban communities, many of them com-
posed of Brazilians of African descent, and indigenous peoples
located in remote (often forest) areas. Critics have blamed the
Bolsonaro administration and President himself for promoting gen-
ocidal policies targeting indigenous peoples, or at least facilitating
the commission of crimes against humanity in relation to them, and
the matter was sent to the International Criminal Court for consid-
eration (Paes & Kavanami, 2020; Di Giulio et al., 2023). Although
this chapter does not envisage going deeper into this discussion,
these series of events do suggest severe disregard by the feder-
al government for both human rights and ethical principles in its
management of the pandemic. Foucault's ideas about biopower
provide a theoretical way to reflect on these developments, namely
where the state exercises authority over human bodies, by enacting
or abstaining from adopting laws and policies (Zaidi et al., 2021). In
this case, this may ultimately amount to deciding on whois to be
healthy and who not, by offering (or not) health service to groups
of the population. Furthermore, another theory that has been re-
ferred to in relation to the Brazilian handling of the pandemic is
Mbembe’s necropolitics (Mbembe, 2003). Although it originally
mostly drew upon the colonial experience of African peoples, it ulti-
mately does refer to the power over the life and death of the colo-
nized body and people (Bastos Lima et al., in press).

In the Brazilian case, this could similarly inform how the
country dealt with particular sections of its population that suf-
fered the most with the COVID-19 pandemic (Lopes & Bastos
Lima, 2020). Beyond the urban poor, and mostly Black communi-
ties, the indigenous communities were hit particularly hard. As put
by the UN Committee on the Elimination of Racial Discrimination:



“Indigenous peoples in voluntary isolation or initial contact require
specific measures of protection, as they are extremely vulnerable
to new or external diseases” (UN Committee on the Elimination of
Racial Discrimination, 2017; UN Committee on the Elimination of
Racial Discrimination, 2018). In the Brazil case, care towards the
indigenous population was blatantly lacking, with authorities been
accused of having overtly neglected this community (Newey, 2020).

The management of the pandemic by the federal govern-
ment in Brazil raises questions pertaining to international human
rights legal standards, especially the two international covenants,
on civil and political rights (ICCPR)(UN General Assembly, 1966a),
and on economic, social and cultural rights (ICESCR)(UN General
Assembly, 1966b). Brazil is a state party to the two treaties, and
therefore it is internationally legally bound to act in accordance
with them.

Examples of the rights affected in the country during the
pandemic include the right to life (article 6 ICCPR), especially due
to the failure to effectively take action to avoid deaths linked to
COVID-19, including timely starting of vaccination campaigns. Also
the right to health (article 12 ICESCR) was violated, for example
due to misinformation and obstruction by the federal government
of the efforts towards protection of this right by other actors, es-
pecially regional authorities. Similarly, the prohibition of discrimi-
nation (article 2, paragraph 1 ICCPR and article 2, paragraph 2 ICE-
SCR) was also disregarded, especially through policies (or the lack
thereof) that badly affected those who had found themselves in a
position of vulnerability prior to the pandemic, due to, among oth-
er factors, long-lasting socio-economic disparities that have affect-
ed the country. Both the urban poor Black community and indige-
nous peoples experienced higher mortality rates than the rest of
the population. Another right that was considerably disregarded
during the pandemic was the right of citizens to take partin the
conduct of public affairs (article 25 ICCPR), namely through partic-
ipation in deciding on the public health measures adopted during
the pandemic. At least some form of popular consultation and risk
assessment needed to be conducted, in particular since the pro-
posed measures were expected to disproportionately impact parts
of the population. Under Bolsonaro, several important issues were



debated and decided on by a selected ‘parallel cabinet’ that was
neither publicly elected, nor qualified in medical issues, but that
nevertheless decided or had a say during the management of the
pandemic (Di Giulio et al., 2023).

Regarding ethical conduct, one especially worrying issue
is the misinformation and the promotion of early (alleged) treat-
ments for COVID-19, which were largely considered ineffective by
the medical and scientific community, and international organiza-
tions such as the World Health Organization. This raises questions
in relation to good faith by the federal government and the vio-
lation of principles of beneficence and nonmaleficence regarding
patients who received unapproved and even ineffective interven-
tions without the approval of an official scientific review board
statement on their safety and efficacy. In addition, autonomy of
patients was not respected as informed consent was not obtained
from them prior to provision of such care. That said, it is impor-
tant to note thatin Israel, as well as in other places, the same
management of provision of unapproved and unregistered inter-
ventions was common in the early stages of the disease (Zucker-
man et al., 2022).

Another issue that has raised concern was the lack of trans-
parency in relation to the reporting of COVID-19 deaths by the fed-
eral government. It prioritized publishing data on recovered cases
rather than reported cases and deaths in an attempt to protect the
economy. This raised concerns in relation to transparency, account-
ability and ultimately public trust in federal authorities. Regard-
ing this particular example, thanks to the initiative of six Brazilian
communication companies, a media consortium was created to fill
this important information gap and provide the latest information
on the number of cases, obtained directly from states rather than
through the federal government (Di Giulio et al., 2023).

The Paradox of Changing ‘Business as usual’ while Keeping
Education as usual

As discussed in the previous section, environmental and
societal challenges (climate crisis, biodiversity loss, pollution, ex-
treme poverty and inequality), all exacerbated by the pandemic,



pose the question of the adequacy of the response of businesses,
governments and education to the unprecedented times of urgen-
¢y, uncertainty and threat. It is known that knowledge and learning
are the bases of renewal and transformation. As our planet is at risk
and our lives with it, this means that education is not yet fulfilling
its responsibility to help people shape a sustainable future (ICFE,
2021). It has been suggested that it is only a transformative (radi-
cal) change that can set us on a path to sustainable development,
starting from a transformation of education.

Focusing on higher education, it is suggested that current
educational system is still characterized by silos, hierarchical struc-
tures, fragmentation, departmentalization and conventional ways
of delivering the programmes, with a limited view of what the role
and impact of a university, and of its graduates, can and should be
(Sterling, 2021). There is an astonishing disconnection between the
pressing signs of global change, and the relatively closed world of
higher education. It has long ago been suggested that there is a
widening developmental gap between the current state of educa-
tion and the rapidly changing society (Banathy, 1991).

Critically important questions concerning education are: Can
our current educational system support the transitions and edu-
cate professionals at the forefront of the transformations towards
a more sustainable world? Or do we first need to “transform” the
education, so that it can be transformative in its effect?

Banathy (1991) argues that the dominant educational par-
adigm cannot, “possibly cope with the complexity, mutual causali-
ty, purpose, uncertainty, ambiguity, and ever accelerating dynamic
changes that characterize our systems and larger society envi-
ronment.” According to this author, education needs to be trans-
formed and self-transcending so that there is a major shift in the
way we think about the education and we approach educational
inquiry. There have been some steps taken in that direction.

The ‘World in 2050’ initiative (TWI250, 2018) has suggested
and the UN Sustainable Development Solutions Network (SDSN)
has followed up on six transformations as building-blocks of the
SDGs achievement. The first one of them and the one that can ena-
ble all the others is the transformation of Education, Gender and In-
equality, followed by: Health, Wellbeing, and Demography; Energy



Decarbonisation and Sustainable Industry; Sustainable Food, Land,
Water, and Oceans; Sustainable Cities and Communities; and Digital
Revolution for Sustainable Development (Sachs et al., 2019).

The UNESCO Berlin Declaration on Education for Sustain-
able Development suggests that the urgency of societal and en-
vironmental challenges, “requires a fundamental transformation
that sets us on the path of sustainable development based on
more just, inclusive, caring and peaceful relationships with each
other and with nature” (UNESCO, 2021). Education is seen as a
powerful enabler of a positive change of mind-sets and world-
views, enabling all other changes and transitions towards a more
sustainable future.

Acquisition of knowledge, its productive application, contin-
uous renewal and expansion represent the sources of competitive
advantage (Ostoji¢, 2012). The UNESCO International Commission
on the Futures of Education (ICFE) endeavours to “rethink educa-
tion in a world of increasing complexity, uncertainty, inequalities,
risks and possibilities” (ICFE, 2021) in terms of the purpose of ed-
ucation and the role of education, learning and knowledge in the
future. Education is seen as capable of making a profound change
and transformation of the future, but to that end, a new social con-
tract for education seems to be needed.

Scientific and Practical Considerations of Higher Education
Features to Support Sustainability Transitions

Translating the top down directionality of a global and na-
tional SDGs orientated policy approach into the knowledge and
skills needed for cross-disciplinary, cross-sectoral and cross-actor
innovation, requires sustainability educators to work with the full
range of actors: businesses large and small, public authorities, sci-
entists, social enterprises and civil society and stimulate bottom-up
experimentation by bringing together diverse coalitions (European
Commission, 2018). A nexus of education, research, government and
practiceis critically important for achieving SDGs and improving the
quality of (applied) research and education (Vereniging Hogescho-
len, 2019; Roadmap Next Economy, 2016) and the role of Higher
Education for the Sustainability Agenda. It is also important for the



betterment of the profession and its contribution to dealing with
societal and environmental challenges (SDG, n.d.).

Challenges of the long-term development involve funda-
mental transformation of its own dynamics and workings, and
imply a new paradigm of economic and technology development,
including a redefinition of education and governance. The required
innovation in education pose some important questions, from the
optimal educational approach and format for teaching sustaina-
bility, to the question of the optimal organization and delivery of
sustainability education, that would be in line with the principles of
sustainability transitions.

Sterling (2021) uses a Triad model to assess the current ed-
ucation system and suggest a framework to rethink higher edu-
cations. The triad model is a framework of three broad and com-
plementary components of the paradigm: Concern (Purpose),
Conception (Operation) and Consequence (Impact).

Figure 1. The Triad Model
SEEING

Perceptual dimension
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DOING Conception KNOWING
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Source: Sterling (2021)

Using the Triad model, Sterling (2021) evaluates the current-
ly dominant educational paradigm, as characterized by mechanistic
control-oriented thinking, reductionism, instrumentalism, manage-
rialism, standardization, and submissive to the global testing cul-
ture and neo-liberal in its conception and purpose. He proposes the
following framework toward an ecological (relational) framework,



through the conscious practice of institutional critical reflexivity
and organizational learning:

Figure 2. Paradigm shift in higher education
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Using this triadic model, it is suggested that university needs
to be purpose driven while that purpose needs to be determined
in a dialogue with all stakeholders (including nature). The ultimate
purpose of higher education is social and ecological wellbeing. It
is important to ensure the alignment of activities on all levels with
this ultimate purpose

The conception element of the paradigm needs to follow
the principles of a holistic, integrative and collaborative approach
in setting up and executing all educational activities. Engagement
with the society, local community and the environment should lead
to the desired impact of education via societal and environmental
activism (peaceful, non-violent engagement, contribution to solv-
ing sustainability challenges).

The alignment between concern, conception and conse-
quence very often cannot be achieved in a simple linear process,
but is envisaged as iterative and cyclical. All three fundamental ac-
ademic missions — education, research, and societal engagement —
form the basis of how universities are expected to respond to the



global sustainability challenges (Hurth & Steward, 2021), and are
seen as equally important and working together.

Each field of study requires the most suitable educational
approach, organization and format, that would engage relevant
stakeholders, apply most effective pedagogical and didactical ap-
proaches and align it with the choice of assessment types. Format
of the Living Lab and didactical approach relying on Enquiry, prob-
lem-based and experiential learning are considered the most suit-
able for teaching sustainability topics (Thomas, 2010; Bessant et
al., 2013) and best suited to the needs of the professional field
(Roadmap Next Economy, 2016). In order to educate change agents
and transition managers, master programme would need to allow
students to develop their (cognitive and professional) skills, atti-
tude, values and ethics, in order to confidently engage with a range
of stakeholder groups (policy makers, corporate, NGOs, general
public, consumers) and lead the action to make systemic change.
Educational programme would need to facilitate a powerful per-
sonal transformation process that would be continued within the
(learning) community.

Sustainability is about engagement (civil responsibility) and
development of a sustainable mind-set (SDG, n.d.). Therefore edu-
cation of sustainability transition managers, requires development
of engaged global citizens through active citizenship competence
(European Commission, 2019) and agency in solving global societal
and environmental challenges. Education has to produce intellec-
tual takeaway for students, but also an emotional experience that
makes the learning “stick” and internalize. Proposed educational
format needs to result in strong social fibres within the learning
community, keeping its members together, even as they change
their professional roles and positions.

As the field of sustainability is changing rapidly and produces
tension between the supply and demand for sustainability talents,
the innovative educational format has to enable continuous close
interaction between the teaching agenda, research agenda and the
professional field, and to enable it on the long term basis.

In order to summarize what has been presented from the
literature and seems to be needed to transform the education so
that it can become transformative, we can point out the following:



< Paradigm shift in higher education (Banathy, 1991).

« Educational system based on: context, holism, circularity,
participation, appreciation, collaboration, planetary bounda-
ries, equity, peace and social and ecological justice.

« Adaptive, innovating institutions engaged in a continual
co-evolutionary learning process with community and so-
ciety, shifting from a “delivery” role to one of engagement
(Martin and Sterling, 2019).

« Courage to re-think and transform the way that higher edu-
cation develops and delivers its programmes so that they are
purposeful.

We will employ the conclusions of our literature review as
the conceptual framework in assessing and evaluating the nature
of the phenomenon explored in our empirical research.

Research

Research Desing and Methods

Qualitative research strategy is used in this study. The case
study method is used and corresponding data collection methods.
The case study method is considered to be the most adequate re-
search method for this study, to provide in-depth analysis of the
phenomenon that is the object of this research (Yin, 2014).

The study was conducted using the action research method
(Westbrook, 1995) and the researcher collected data using various
sources and methods, such as survey, semi-structured interviews,
interventions, workshops, conferences, participant observations
and co-design in small teams, over an extended period of time (22
months). During this time the researcher had the opportunity to
actively take up a variety of different roles in the various phases of
the development of the phenomenon: leading and coordinating
the collaborative process; leading the design teams; being a part of
the design and organizational teams and being a part of decision
bodies. This participation in the collaborative teams has led to de-
signing a range of important documents that constitute the nature
and characteristics of the phenomenon presented in this study.



Due to the deep immersion into the phenomenon and its culture,
this study can also be described as ethnographicin its nature (Le-
Compte & Schensul, 2010).

The intensity of the researcher’s involvement and in-depth
understanding of the phenomenon ensure richness of data and
depth of insights in this single case study. This approach is justified
by the literature, that suggests that reliance on single-case stud-
ies is necessary for maximizing learning about the complex phe-
nomena where prior knowledge was limited (e.g. Naor et al., 2015;
Pellinen et al., 2016; Beer & Micheli, 2017; Pesalj et al., 2018).

Research Context and Case Selection

The context chosen for the case study is the higher educa-
tional system of the Netherlands, which the researcher is familiar
with. The Netherlands is one of the most developed countries in
Europe, with an international, open, rich, competitive and diversi-
fied offer of bachelor and master programmes, and many univer-
sities occupying very high positions in the Academic Ranking of
World Universities (Shanghai Ranking).

The Dutch higher education system is known to be dichot-
omous (binary), differentiating between research universities and
universities of applied sciences (Van Houten, 2018). Research uni-
versities focus on a closely interwoven mix of academic education
and research, as well as on the knowledge creation. Universities of
applied sciences focus on higher professional education and ap-
plied research (Vereniging Hogescholen, 2019) with a clear orienta-
tion towards professional practice. Universities of applied sciences
offer high-quality four-year bachelor’s programmes and one year
master’s degree programmes, which are strongly oriented towards
practical training of future graduates, by including internships, or
work placements that provide students with practical work experi-
ence. Universities of applied sciences also offer an increasing num-
ber of programmes that lead to a master’s degree.

The object of the study (phenomenon explored) is the initia-
tive to conduct a radically innovative collaborative process of de-
signing, developing and delivering the new master profile and pro-
gramme in sustainability transitions, on a national level. The master



profile and programme is entitled Master Sustainability Transitions
(MST) and the initiative has been started by the Association of Uni-
versities of Applied Sciences. At the beginning of the process (July
2021) eighteen universities of applied sciences expressed their in-
terest to participate in the collaborative process of designing and
delivering the MST together.

At present (April 2023) fourteen universities of applied
sciences still work together in the MST coalition. To the best of
author’s knowledge, this is a unique endeavour in the direction of
ensuring the transformative role of education and taking up the
responsibility for sustainable development by higher education.
Sharing the details about the process, organization, hurdles and
learnings, as well as systematically analysing against the conceptu-
al framework, are expected to inspire similar endeavours in oth-
er countries and enable further learnings that could be useful to
guide similar initiatives elsewhere.

Data Collection

The research involved an in-depth participative immersion
in the phenomenon studied, which at the moment of writing the
article has lasted for 22 months already, from July 2021 till pres-
ent (April 2023). The researcher spent approximately 640 hours per
year in the process, very often taking a dual role. During the whole
process, the researcher actively represented her own university
in the coalition of universities but also performed other different
roles taken up in different phases of the development of the phe-
nomenon and used different research methods to collect data. The
process of the MST development within the coalition was conduct-
edin three phases.

The first phase was the Quartermaster phase that last-
ed for 6 months (July 2021 — December 2021). In that phase the
researcher had a role of the quartermaster, shared with an edu-
cational advisor. The main purpose of this phase was to make an
inventory within the coalition of the existing master programmes
in the area of sustainability, but also an inventory of expecta-
tions and ideas with respect to the MST (initial ideas about the
need, master profile, possible roles of future graduates in the



professional field and possible forms of delivering the programme
together). During this phase, a survey and a set of semi-structured
interviews were used to collect data from the eighteen coalition
universities. The outcome of this phase was the report that was
shared and presented, and which led to the next step — deciding
whether the universities are interested to further work together.
Since the report provided promising opportunities, the next step
was to employ a director (coordinator) that would be responsi-
ble for leading the cooperation and taking the actions that were
agreed by the MST coalition members. Coordination phase stared
in January 2022, and with respect to the purpose and outcomes, it
can be divided into two stages.

The second phase was the Coordination 1 phase which
lasted For 8 months (January 2022 — August 2022). The main ob-
jective of the director (coordinator) in this phase was to reach the
agreement of the MST coalition universities on the main elements
of the new master. The outcome of this phase was a report — the
Business Case. It described the following elements: 1) characteris-
tics of the master profile; 2) needs and opportunities at the labour
market; 3) students’ enrolment and dispersion of the programme
on the national level and 4) possible forms of working together
in delivering the programmes. The MST Business Case was need-
ed as the basis for formal decision making on the highest level of
the participating universities - the Board of Directors (Executive
Board). In order to deliver the Business Case, all the representa-
tives of the participating universities were working together in
four work groups, corresponding to the elements of the Business
Case. In this phase the researcher was leading the work group that
was responsible to deliver on the main features of the new master
profile (description of the master profile; learning outcomes; key
knowledge, skills, attitudes, values and ethics; and main character-
istics of the learning environment). Furthermore, the researcher
was also a part of the integration team, responsible for the align-
ment, integration and making decisions on the final outlook of the
Business Case. In this phase next to the secondary research, main
methods of primary data collection were: co-design in small teams,
interventions, workshops and conferences (to verify the design
worked in smaller work groups).



The third phase has been the Coordination 2 phase that is
still ongoing, and that has lasted for 8 months already, by the time
of this article’s finalisation, (September 2022 — April 2023). This
phase has also been managed by the director (coordinator) and is
aimed at preparing a file to be submitted to the Ministry of Educa-
tion, Culture and Science (Commission for the Aptitude of Higher
Education) for the approval of the master profile and the publicly
funded MST programme. The work of the coalition has been organ-
ized in such a way that, besides the design work (on preparing the
submission file), coalition representatives have been included in
the organizational structure designed to ensure efficient decision
making. Organizational structure includes: work groups (continuing
the design work on the four topics as in the Business Case and rep-
resenting sections of the submission file), project team (involving
representatives of all participating universities and preparing the
proposals for the decision making body), and MST Board (involv-
ing representatives of all participating universities and responsible
for making decisions). The researcher has been involved in all three
layers in this organizational structure. The methods of data collec-
tion in this phase have included: co-design in small teams, inter-
ventions, workshops and conferences (to verify the design work in
smaller work groups).

Discussion

Coalitons of Dutch Universities of Applied Sciences in the
Sector Plan

The Netherlands has international, open, rich, competitive
and diversified offer of bachelor and master programmes deliv-
ered within the dichotomous (binary) system, differentiating be-
tween research universities and universities of applied sciences
(van Houten, 2018). Recently this division has seen some decrease,
especially because both types of universities realize the values of all
three missions (education, research and social engagement) within
the design and delivery of the Education for Sustainable Develop-
ment. While research universities have made a step towards work-
ing more with the professional field and society, universities of



applied sciences (UAS) have embraced the importance of applied
research and put more effort to capture and deliver new insights
and create new knowledge.

Universities of applied sciences (UAS) traditionally develop
their programmes in a strong collaboration with the professional
field and multiple stakeholders, and deliver highly educated profes-
sionals that are equipped with the knowledge and skills needed in
practice. More importantly, fresh graduates have the know-how to
connect the knowledge with the needs of the society and the econ-
omy (Verhofstad, 2022). Fast changes and developments in the
society and in the professional field (energy transition, autonomous
vehicles, healthcare, to name but a few examples) have opened op-
portunities for further development of practice-based new master
programmes at the universities of applied sciences (also known as
professional masters). Furthermore, reports indicate that there has
been a tension in the labour market due to the mismatch between
the supply and demand (Ernst & Young, 2020; Vereniging Hoges-
choolen, 2020). Embracing these developments is recognized as an
opportunity for stronger positioning of the UAS in the Netherlands,
under the condition that adequate funding is also following this
growth opportunity.

For all major transition issues (for example energy transition,
sustainability issues in healthcare, mobility etc.), it can be perceived
that they are cross-sectoral and multidisciplinary in nature (Verhof-
stad, 2022). To be able to respond to future needs in the society
and economy, the UAS have looked ahead and anticipated most
important social trends. In order to respond to the labour market
needs and offer broader portfolio of master programmes, Dutch
UAS set to organize cross-institutional masters around major transi-
tion issues and societal challenges. The Association of UAS and Na-
tional Platform of Professional Masters took forward the initiative
of UASin 2019 to set up a national ‘Sector Plan professional mas-
ter’ and started a dialogue with the Ministry of Education, Culture
and Science to consider the process of its accreditation. The Sector
Plan was supposed to include masters that “contribute to the train-
ing of professionals who have high-quality, practice-based knowl-
edge in the areas where the major social challenges of the future
lie” (Vereniging Hogeschoolen, 2021). The sector plan focuses on



innovative cross-sectoral programs, where an increasing demand
from the labour market and society is expected.

The themes included in the Sector Plan have been distilled
from various reports, such as Horizon Europe, but also some specif-
ic for the Netherlands, and some performed at the request of the
Association of UAS. Also UAS provided input about major themes
that should be addressed in the Sector Plan. This has led to the six
broad, future-oriented topics:

Managing (navigating) sustainability transitions
Artificial Intelligence

Data driven innovation

Human capital innovation

Quality of life in the 21t century

Quality of the living environment

U1 WN =

The Sector Plan also envisaged the phases of organizing the
work around these topics to be the Quartermaster and Coordina-
tion phase. UAS were invited to express their interest in working
collaboratively on the topics offered, and within the framework
proposed. Each one of the UAS ensured their representatives were
given appropriate time to work on this. The UAS representatives
were experts in the relevant field at the positions of researchers,
senior lectures, professors, but also programme managers. The
main principle of working together in a coalition was consensus
required to make decisions and progress further. UAS shared the
costs incurred by employing professionals to lead the coalition
(quartermaster and/or coordinator/director), or performing market
research needed for working on the profile.

The idea behind the Sector Plan was to join forces of UAS
to develop new national master profiles and novel cross-sectoral
master programmes that would be accredited by the Ministry of
Education, Culture and Science (Ministry) following a somewhat
lighter procedure. The standard procedure of the Ministry contains
some of the elements that could be difficult to apply to the novel
cross-sectoral nature of the master programmes. UAS started work-
ing on the selected topics in July 2021 within their coalitions. The
interest was considerable and many of the UAS started working on
multiple programmes simultaneously.



In this research, we will describe and analyse only one of the
six topics of the Sector Plan — Managing (Navigating) Sustainability
Transitions. There are multiple reasons for that. First reason is that
the researcher has been actively and continuously involved in the
topic from its very start to the present moment, having complete
and in-depth understanding of the phenomenon. Additionally, the
researcher has also been involved in the alignment process for all
six topics on the national level - the entire Sector Plan, so can also
provide the comparison of the topics, where needed. The third rea-
son is that the selected topic has engaged the largest number of
UAS interested in working together on it. The fourth reason is that
the process and development of the content have very often been
more ambitious and innovative here, than in other five topics.

Over the period of 22 months (till present), design and de-
velopment work has been performed on two levels: 1) the pro-
cess of collaboration and working together in a coalition of 18 UAS
and 2) the features of the new master profile and programme and
possible ways of delivering the programme (content). Keeping the
main purpose of the paperin mind, we will, first of all, present the
process of creation (the how) and devote less attention to the con-
tent created (the what) — features of the master profile and possi-
ble forms of delivering the programme.

We will focus on describing and analysing the process within
the coalition. However it is important to indicate that besides the
fact that each UAS representative took part (and also designed) the
process of working together in a coalition, each representative also
had to participate in a number of parallel processes needed to en-
sure the alignment and coordination on several different levels.

Firstly, each UAS representative was responsible to gath-
er and coordinate an internal team within his/hers/their UAS. This
is because each UAS participates in developing the content of the
profile and the programme. These programmes are all envisaged as
transdisciplinary and cross-sectoral, requiring expertise from mul-
tiple programmes and research areas, and thus an internal team
coming from different faculties, centres of expertise and research
centres was needed. Each UAS representative also needed to
ensure very good communication line with the programme man-
agerin charge of the development of the new master portfolio,



Dean of the Faculty or the domain in charge, all the way to the
Board of Directors of the University, which was the body to ap-
prove the proposal and make formal decisions in the name of the
UAS. This part of communication was very different in each UAS, as
different formal procedures were in place.

The second level of coordination and alignment was also
on the level of individual UAS. Namely, most of the UAS registered
for multiple topics of the Sector Plan. Therefore, there was a need
to establish a setting where representatives for all different top-
ics would sit together to exchange the information about working
in different coalitions, share experiences and avoid duplications
on the level of their UAS. Board of Directors would often want to
receive updates, or information to make decisions concerning the
whole package of new master programmes. For that reason, it was
important to coordinate and align the timelines and activities. Fur-
thermore, form and structure of some documents were the same,
and the market research would address the same population, so it
made sense to share and cooperate on that level too.

The third level of alignment was, as it was mention, involved
the entire Sector Plan, and therefore with the representatives of
the coalition for all six topics, on the national level. These regular
gatherings and discussions were also very valuable, as coalitions of-
ten faced similar challenges or dilemmas when important decisions
needed to be made. One of the most valuable contributions of this
setting was to enable the comparison of the master profiles, once
they were ready, for all six topics. Master profiles were developed
in each coalition (including description of the profile; key learning
outcomes; key knowledge, skills, attitudes, values and ethics; ad-
mission criteria, possible jobs). Opportunities to discuss similarities
and differences between the master profiles helped each coalition
to fine tune the profiles and recognize “unique selling points” of
each one of them. In these meetings, representatives of the UAS
Association and National Platform for Professional Masters were
also present, so they were able to take important questions and di-
lemmas to be discussed with the Ministry and its relevant agencies.

During this 22 months, researcher participated in all three
described levels of coordination and alignment outside the MST
coalition, as well as in the process within the MST coalition that is to



be described in the next section. Entirety of these processes asked
for a considerable amount of time that was invested in the process
and can explain approximately 640 hours per year devoted to it. Re-
searcher is the only participant of the MST coalition that has been
in the process from the very beginning and that has been involved
in all three levels of coordination and alignment outside of the co-
alition, as well as in all levels of varying organizational structure in
different phases. This enabled the researcher to gain a unique in-
sight into the phenomenon.

After describing the context of the case study, researcher
will present the process within the coalition.

The Coaliton for the Master in Sustainablity
Transitions (MST)

As described, work within the coalition was organized in
three phases with their different purposes, methods of work and
achieved outcomes.

The purpose of the first phase - Quartermaster phase (July
2021 - December 2021) was to explore the scope and prepare the
grounds for the next phase. Together with the external education-
al advisor, the researcher had the leading role in this phase within
the MST coalition. In some other coalitions, professional, external
advisors took up the role. This was a liberal and democratic process
in which each coalition, based on their own specific circumstances,
made the decision on who could take up this role. In any case, what
proved to be important for the leading role in this phase was a
combination of knowledge and skills: specific content expertise and
project management skills.

By using the methods of desk research, survey and semi
structured interviews, quartermasters collected the data on: previ-
ous availability of similar master programmes and relevant research
infrastructure and topics within the coalition of UAS; preliminary
overview of the labour market needs in the area of sustainability;
opinions about possible features of the master profile (key char-
acteristics, key learning outcomes, possible future jobs/sectors/
employers; language of instruction; part time or full time master;
number of ECTS; potential topics for the programme); initial ideas



on the possible forms of working together in delivering the pro-
gramme; and initial ideas on the resources needed for developing
the programme. This was an exploratory phase the most important
objective of which was to stay open, make space for variety of per-
spectives and embrace opinions of all the UAS representatives.

As the main principle of the coalition was to work in consen-
sus, it was important that everyone felt heard and involved, and that
their most important suggestions were reflected in the report. The
outcome of this phase was a report including all the elements men-
tioned before, that contained the outline of what the coalition could
already agree upon and what needed to be further explored and
specified. As the outline of the future master profile and the joint
endeavour seemed promising and innovative and it was presented as
such in the report, the coalition agreed to proceed to the next phase.
Representatives of the coalition agreed to employ the coordinator/
director with the main assignment to lead the coalition towards the
preparation of the file for the new master profile and accreditation
of the new master programme — MST. The costs of the salary of the
coordinator/director were shared among all coalition members.

Coordination phase 1 (January 2022 — August 2022) was
characterized by establishing more formal organizational structure
to work within the coalition. The purpose of this phase was to work
on the document intended for the Board of Directors of the partici-
pating UAS as a basis for a yes/no decision on moving forward.

The document (named the Business Case) was based on the
Quartermaster report and elaborated further along its main ele-
ments. In order to work on those elements, four work groups were
established: 1) Master profile; 2) Needs and opportunities at the
labour market; 3) Students’ enrolment and dispersion of the pro-
gramme on the national level, and 4) Possible forms of working to-
getherin delivering the programme.

Besides the work groups, there was also an Integration Team
in place, which was in charge of the alignment of the work groups'’
output, as well as in charge of making decisions. During this phase,
there was a feeling of enthusiasm, motivation and pride shared by
all members of the coalition. This was observed and shared during
the process and the explanation could be found in the following
elements:



Members of the coalition all felt that they were working on
something purposeful, meaningful and radically innovative.
Development of the MST profile and programme was seen
as an opportunity to design a truly novel approach to educa-
tion that would be more in line with the nature of sustainabi-
lity (complex, transdisciplinary, fast changing). The novel ap-
proach to education was supposed to accept that outcomes
of the learning process were not known in advance, learning
was collective, took place in a real context and practically
contributed to dealing with sustainability challenges. In de-
signing the MST profile and programme, the coalition mem-
bers felt they had the opportunity to ‘practice what they pre-
ached’ and put their teaching of sustainability into practice,
while designing the education for sustainable development.
All coalition members were experts in different areas and
sectors of sustainability (behaviour, social work, healthca-

re, energy transition, circular economy, etc.). Co-creation in
work groups was jointly-regulated in a creative, democratic
process in a safe, friendly, encouraging and inspiring environ-
ment. The process gave a lot of space for every member to
be heard, to contrast opinions in an open dialogue with the
others, construct shared meaning and content, as well as to
contribute and complement each other in a variety of ways
in line with one’s interests, talents and time available.

All of the relationships within the coalition were complete-
ly informal (no one received any job or task description) and
based on a mutually agreed social contract. Actually, parti-
cipants themselves initiated and proposed the tasks, then
agreed on the method of working on them and then divided
the tasks. No formal control was executed. The agreements
were respected, tasks were performed on time, with a lot of
agency and individual and team responsibility.

The role of the coordinator/director was very important. The
director was first among equals, demonstrating similar type
of leadership with a lot of humility, encouragement, posi-
tive attitude, taking genuine care of everyone’s wellbeing
and providing space and support for individual growth. The
director, first of all, took care of the work atmosphere (to be



friendly, positive and encouraging), ensured that the structu-
re and method of work were agreed upon, and followed up
on the agreements. An ambition to take up certain role by
any member of the coalition, was always accepted. Any issu-
es or suggestions were discussed in multiple direct conver-
sations with the involved members. Members were credited
and praised for their individual and team contributions and
achievements, while milestones were celebrated.

« Allof the presented led to the creation of a unique MST cul-
ture and active engagement, to broaden the group of sup-
porters of the MST initiative (the MST community).

The outcome of this phase was a document — The Business
Case, sent to the Board of Directors of the participating UAS for a
yes/no decision on progressing towards the final phase — prepara-
tion of the file (submission) for the Ministry, as a very formal docu-
ment with predefined structure.

During this phase, two work conferences were organized. The
purpose of these work conferences was to: present the output of
research and co-creation by the work groups, to verify the findings
and align the research and design among the work groups. Finally,
the purpose of the work conferences was also to present the work
of the coalition to a broader audience, extend the community and
get support for the endeavour. In order to reach a broader audience
and get more traction for the work of the MST coalition, the coalition
members looked for ways to actively engage in promoting and dis-
seminate the work of the MST coalition. LinkedIn posts, podcasts and
introduction of the MST to the other established networks via per-
sonal connections, were identified as forms of activism (non-violent
engagement) to support (act) for the success of the MST initiative.

The third phase — Coordination phase 2 (August 2022 - April
2023) is at the moment of writing this paper, still ongoing. The
purpose of it, as said before, has been writing up of the submission
file for the Ministry. Currently there are fourteen UAS that are still
on board and participate in the coalition. The second phase was
very intense and after the submission of the Business Case to the
Board of Directors of the participating UAS, the coalition has seen a
change in the representatives of the participating UAS.



After 14 months in the coalition, many UAS representatives
(70-80%) asked to be replaced, in order to be able to devote more
time to other tasks, or for personal reasons. This shift did make an
impact on the work within the coalition. It took several months for
new members to catch up with the previous outcomes, to fully un-
derstand and embrace the developments, and become immersed
into the culture. The culture itself saw some adjustments under the
influence of the new, fresh perspectives and with some more focus
on additional transparency in articulating the relationships within
the coalition. In this phase the Manifest of the MST was produced
to describe the nature and characteristics of the work within the
coalition. Presence of the ‘old’ members, and especially coordina-
tor/director, allowed meanings and the created content to be ex-
plained, and continuity ensured, while new members brought new
insight, new perspectives and enabled a new, richer meaning and
content to be constructed.

The organizational structure has been even more elabo-
rate in this phase. On the level of development of the content, the
method of work groups has been kept, this time more geared to-
wards the sections of the submission file for the Ministry. In order
to ensure coordination and decision making in this phase, Project
Team and MST Board were introduced. The Project Team is similar
to the Integration Team of the previous phase. Its role has been to
align the research of the work groups and prepare the basis for the
decisions needed to be made. The MST Board has included repre-
sentatives of all participating UAS and it has been in charge of mak-
ing all of the decisions. In this phase too, work conferences were
organized, with the same purpose as in the previous phase.

MST Coalition’s Achievements and Challenges

Itis interesting to mention that in both co-creation phases
(Coordination phase 1&2), coalition members had to accept certain
level of uncertainty and ambiguity, and to work with it. For exam-
ple, every member of the coalition wanted to know in advance
what kind of profile and programme MST would be. That would
make it easier for the coalition members to decide whether it was
worthwhile to be part of it or not. It had to be discussed multiple



times that it was still not known and that it was actually up to the
coalition members to agree on it. Still, this dependency on so many
other participants produced some discomfort.

Over time, the work of the coalition provided some clarifica-
tion and certainty, especially when it comes to the master profile
and a rough outline of the programme. Enormous progress was
made in articulating the mission and the vision of the MST. On one
side, the coalition was free to imagine the way that the profile and
programme should ideally look like, but on the other, the creative
process was still limited by thinking about what was possible in the
existing conditions.

The realization of a transdisciplinary programme in a field so
broad, complex and fast changing as sustainability within a single
year (60 ECTS) was seen as very ambitious. However, focusing on
the purpose of the programme - to educate true change agents
and transition leaders, helped with making some important deci-
sions in specifying the profile.

Personal transformation of learners is seen as the key aspect
of the programme running throughout the year. As the admission
is open - students with any bachelor background are accepted — it
is believed that the first part of the programme needs to ensure
that everyone is on the same page with some main concepts in the
area of sustainability (such as SDGs, multiple value creation, circular
business models, etc.). It is proposed that all participating UAS join
forces in building and sharing this part of the programme, so that
the best experts on the topic can create and deliver (using hybrid
model) the topics for all students.

In the middle part of the programme, learning would take
place within specific context and on the research topics that could
be of regional, local or international character, organized by a small-
er group of participating UAS, involving all relevant stakeholders
(municipality, local community, companies, etc.) around common
social and/or environmental issues. Learning would take place in
the formats suggested as the most adequate for the domain of
sustainability — living labs and enquiry and problem-oriented educa-
tional approach and collaborative learning communities, where all
members (students, lecturers, researchers, companies, policy mak-
ers) would explore and learn together. Students would choose the



participating UAS, or their regional constellations for this middle
part of their study, and conduct 2 to 3 practical research projects

in this specific context offered (sustainability issues in health care,
energy sector, food and agriculture, mobility, etc.). Supporting con-
tent and workshops by experts would be designed and delivered to
ensure optimal results in the Living Lab projects. A strong connec-
tion between research and education is of the critical importance in
this phase.

The final part of the programme is the graduation assign-
ment, that would contain a self-guided research project that the
student wants to specialize in, and a portfolio where student will
gather and demonstrate all the evidence that he/she/they has
made progress in the personal transformation and in acquiring
knowledge, skills, attitude, values and ethics at the master level.
Civil engagement (non-violent activism) is recognized as an impor-
tant characteristic and requirement for all students, lecturers and
other members of the learning communities, leading to a real im-
pact of education.

One possible way of visually presenting the interaction of
education, research and practical sustainability challenges for the
purpose of creating impact and making progress to a more sustain-
able future, can be presented in Figure 3.

Uncertainty and ambiguity, as said before, has been, to a
certain extent, decreased over the period of 22 months, when it
comes to the master profile and the programme. The coalition
has embraced its freedom to imagine the profile and programme
outside of what already existed and recognized this approach as a
unique selling point of the profile and the programme. On the oth-
er hand, the final element that the coalition needs to develop and
propose is the organizational set up of UAS in the delivery of the
programme. This partis still very unclear. This is also an element
that UAS representatives in the MST coalition cannot make the de-
cisions on that would be in line with what is best suited to the na-
ture of the programme. For the MST coalition, collaboration in the
development and delivery of the programme would be an optimal
solution for the MST programme. However, this is the aspect where
existing institutional practices (legal, operational and financial) ap-
pear as the limiting factor.



Figure 3. Interaction between the science (research),
education and practical sustainability challenges
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created knowledge.

Master
education

Education <-> Practical sustainability
challenges:

Acting upon sustainability challenges on
societal, environmental, policy,
company and individual level through
stakeholder engagement and
collaborative learning.

Source: Author’s presentation

UAS in the Netherlands are organized as independent enti-
ties and funded based on the number of students that graduate in
a certain year. Submission file for the new profile and programme
can be submitted to the Ministry only by an existing educational
entity. The existing legal framework does not envisage a situation
in which there would be multiple UAS accredited for a single pro-
gramme, jointly delivering the programme and being equally re-
sponsible for its quality. While searching for the answers, it is un-
fortunate that the Sector Plan was abandoned at the beginning
of 2023. Namely, after years of dialogue between the work group
of the UAS Association and the National Platform of Professional
Masters on one side and the Ministry and its relevant agencies on
the other, no agreement has been made, unfortunately. This means
that the approval of the master profiles, as well as accreditation of
the master programmes developed within the six topics will need
to follow the standard procedure of the Ministry and its agencies.



This poses a challenge in finding a way within the existing legal and
institutional framework to further continue with the MST initiative,
in the way it has been envisaged.

At this point, it remains to be seen if the emerging approach
to sustainability education can be embraced by the existing institu-
tional system. Will the existing institutional system show enough of
flexibility and openness for radical educational innovation?

Conclusion

In this section we will derive some key conclusions from the
description and discussion presented in the previous section with
the help of the conceptual framework established in our literature
review.

Using in-depth, longitudinal single case study method, in
this paper we discuss and analyse the initiative of developing a new
master profile and programme in the Netherlands in the domain of
sustainability. To the best of our knowledge, this is a unique exam-
ple of a national coalition of universities setting up an innovative
form of working together on designing the new master profile and
programme on the national level, and proposing a radically novel
way of delivering the master programme, so that it can truly lead
the societal transformation necessary in the unprecedented condi-
tions of urgency and threat.

In the presented literature review, we have found evidence
that, based on the progress so far, it becomes obvious that tran-
sition to a more sustainable future requires a radical shift, a fun-
damental systemic change. There have been six transformations
identified that can set the humanity on a path to sustainable de-
velopment (Sachs et al., 2019). Education is estimated to have the
power to enable deep systemic change (UNESCO, 2021; ICEF, 2021).

Unfortunately, literature also suggests that education first
needs to be transformed, so that it could take up the transforma-
tive role (Banathy, 1991; Sterling, 2021).

Based on the literature review, we offer conceptual frame-
work to analyse and discuss a unique and innovative undertaking of
fourteen Dutch UAS to collaboratively design, develop and deliver a
new master profile and programme in sustainability transitions, on



the national level. The ambition of the participating UAS was to ed-
ucate change agents and transition leaders so as to ensure systemic
change on all levels of society.

The manner of collaboration on the design, development
and delivery of the programme was organized to be in line with the
requirements of education for sustainability development. Based
on the discussion presented in the previous section, some of the
main characteristic of the collaboration on the MST can be summa-
rized as follows: accepting complexity, uncertainty and ambiguity
and working with it; working collaboratively and ensuing coordina-
tion and alignment across and within UAS; following principles of
transparency and consensus in working together; embracing and
having open dialogue about differences in perspectives; allowing
novel approach to education to emerge even though the existing
institutional context is still not welcoming; developing of a strong
MST culture based on enthusiasm, positive encouragement, well-
being, engagement, (non-violent) activism, agency, democratically
regulated processes and organization of tasks.

Using the conceptual framework derived from the literature
review, we can assess if the presented MST initiative can be consid-
ered as an endeavour in the direction of educational transforma-
tion. Banathy (1991) suggested that a paradigm shift is needed so
that education can take up a transformative role. Using the Triad
model (Sterling, 2021) and its elements: Concern, Conception and
Consequence, we can conclude that the MST initiative has inten-
tionally moved away from the conventional way of designing and
delivering of the master programme, and has attempted during
the process so far, to work towards a different purpose, innovative
organization and operations all leading to a very different impact.
The MST profile and programme are based on the main principles
of sustainability (context, holism, participation, appreciation, collab-
oration, etc.) that are deeply ingrained into the way the whole de-
sign and development processes were undertaken. These ideas to a
certain extent correlate with the suggestion of Meta University pro-
posed by Constanza et al. (2021), and are in that sense an attempt
of realization on a national level.

The MST programme deliveryis also envisaged (the same as
MST profile and programme were developed) to be taking place in



an adaptive, continual co-evolutionary learning process with partic-
ipating innovating UAS, engaged with community and society and
shifting from the “delivery” role to the role of engagement (Martin
and Sterling, 2019), thus contributing to dealing with pressing soci-
etal and environmental challenges.

The MST endeavour also took a lot of courage to accept and
work with complexity (on the process, content and institutional
levels), uncertainty and ambiguity, as well as to re-think and move
away from the conventional approach to developing a new master
programme. The MST coalition chose to collaborate on developing
and delivering the MST programme in such a way that it would be
purposeful and empowering.

The MST initiative as presented, focused on the three pillars
(levers) working together to deliver quality education with impact:
research, practical sustainability challenges and education. This is
very much in line with the suggestions of the AACSB, internation-
al global non-profit association that connects educators, students,
and business in achieving a common goal: to create the next gener-
ation of great leaders.

Figure 4. The next generation of great leaders
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Education
Develops leaders

through curriculum
and competencies

Nonprofits,
Governments Societal
Require talent that can ImpaCt
produce change Leaders

Businesses

Require talent that can lead
in a purpose-focused model

Source: AACSB Conference: Societal Impact Conference: Leaders Accelerating
Change



Based on these conclusions we could assess the initiative of
the MST coalition as an attempt to organize a higher educational
programme in a way that it can take up a transformative role, so
much needed in the times of urgency and threat. After 22 months,
this initiative is still ongoing, and facing yet another challenge: in-
stitutional educational system that now needs to have a breadth
and flexibility to embrace this extraordinary proposal. On the basis
of the MST example, we can articulate the dilemma to provide the
direction for future research. Sustainable education needs to bring
about the radical, systemic change. However, existing institution-
al systems, that education is a part of, might represent an insur-
mountable obstacle for the transformed education to be even giv-
en ‘alicense to operate’.

Addressing this dilemma, among other questions mentioned
in the literature, and further exploring the ways in which higher ed-
ucation can embrace a paradigm shift and become transformative,
has a critical importance for ensuring sustainable development.

The paper adds to the academic literature on the role of
higher education for sustainable development. Furthermore, the
paper aspires to also have a practical value. By sharing the expe-
riences and the lessons learned from the presented initiative of
the MST coalition which, that according to our analysis, qualifies as
transformative educational approach, we hope to inspire and pro-
vide useful insight to similar endeavours elsewhere.
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Sustainable Tourist Destination in a Strategic
Marketing Context (Montenegro)

Abstract

Contemporary understanding of tourism marketing is ground-
ed in a holistic approach to marketing management aimed

at fostering sustainable tourism. This involves embracing the
principles of holistic marketing, with a focus on sustainable
or “green marketing,” which entails the organizational com-
mitment to develop, promote, price, and distribute products
that do not harm the environment. Examination of a sample
profile indicates that highly educated younger women are
particularly interested in the environmental aspects of tour-
ism. Considerable variations in the assessment of nearly all
(85.71%), or a significant portion (57.14% to 71.43%) of se-
lected elements of tourist offerings were observed based on
independent variables such as educational background, coun-
try of origin, and the method of travel organization. However,
no significant differences were noted in the higher evaluation
rate (57.14% to 71.43%) of specific elements in the offerings
among independent variables like age, gender, and overall
travel cost per person. Montenegrin tourists from Russia and
Serbia displayed a positive stance in terms of environmen-

tal preservation compared to other European countries and
Greece. In contrast, tourists from Bosnia and Herzegovina and
Croatia, as well as Germany, demonstrated a less favorable
position compared to Croatian and other European counter-
parts. British tourists held a neutral perspective on environ-
mental preservation compared to other European countries
and Italy. The results imply that Montenegro lacks recogni-
tion as a destination with a unique emphasis on sustainable
tourism in the expected formats and desired locations. This
underscores the necessity for further initiatives in developing
and promoting cohesive environmental messages through
the selected promotional strategies.

Keywords: Ecotourism promotion, Travel locale, Strategic
marketing



Introduction

The sustainable development outlook for tourist destina-
tions, particularly in the realm of strategic marketing, is a significant
concern in both theoretical and practical aspects of destination
management. Various research endeavors focus on exploring the
potential and constraints related to the growth of tourist activi-
ties within a destination, guided by marketing concepts (Raspor &
Macuh, 2021).

Itis crucial to address specific concerns pertaining to the
sustainable growth of tourism and the challenges involved in man-
aging tourist destinations in this context (Raspor & Divjak, 2017).
The subject of the research of this paper is the determination of
the existence of important influences of strategic marketing on the
sustainability of tourist destinations in the case of the destination
of Montenegro.

The primary objective of this paper is to offer an under-
standing of the outcomes achieved by applying strategic market-
ing principles in the development and promotion of sustainable
tourism products in Montenegro. The central research inquiry re-
volves around the prioritization between marketing products that
are appealing to tourist and marketing those that are sustainable.
The methodology employed involves utilizing secondary sources
through a literature review, along with the primary data collected
by the National Tourism Organization of Montenegro.

The described method employing primary data incorporates
diverse statistical methods to analyze tourists’ perceptions of sus-
tainable products and the image of tourist destinations, including
Montenegro, within the context of strategic marketing. The assess-
ment of tourist attitudes utilizes SPSS, drawing on original data
sourced from the National Tourism Organization of Montenegro.
The findings presented are the outcome of a unique procedure and
have not been previously disclosed in the organization’s report. Sta-
tistical techniques such as descriptive statistics, cross-tabulations,
single-factor analysis (ANOVA), and t-tests for independent samples
are among the analytical approaches applied.

The document is divided into an introductory section and
three subsequent parts. The introduction outlines the theme and



objective of the paper, providing an overview of the methodolog-
ical framework and structure. The first segment delves into the
theoretical foundation of the research topic. The second section
covers methodological details and presents the research findings.
The third part comprises a discussion and concluding remarks, em-
phasizing the key implications of the research results and offering
insights into the future prospects for the advancement of market-
ing initiatives in Montenegro as a sustainable tourist destination.

Literature Overview

Strategic planning of Special Interest tourism is necessary
for all tourist destinations wishing to sustain for a longer period, as
is the case with Montenegro (Bulatovi¢ et al., 2017). Eco-friendly
tourism can be described as “a form of nature-based tourism that
tends to be ecologically, socioculturally and economically sustain-
able, and provides opportunities for learning and appreciating the
natural environment or its specific elements” (Weaver, 2001; cited
in Lacmanovié, 2016). As the paradigm of sustainable develop-
ment gained prominence, particularly in the late 1980s and early
1990s, there has been a heightened awareness of the potential for
the coexistence of tourism development and environmental qual-
ity. This is particularly evident in the concept of community-based
tourism, which seeks to generate income and alleviate poverty by
engaging local population and leveraging their own resources (Job
& Paesler, 2013).

Forging the connection between marketing and eco-friend-
ly tourism O. Baki¢ claims that “marketing in tourism can no longer
be directed away from the environment (natural, cultural-historical,
etc.) and society, but on the contrary, it must be directed toward
both the environment and the socially responsible development”
(Baki¢, 2010).

The global tourism sector is undergoing significant transfor-
mations. The consistent increase in the number of travelers contrib-
utes to rising a turnover and income. There is a multitude of des-
tinations attracting tourists, while newcomers are also exploring
specific destinations for the first time (Raspor et al., 2020).



D. Chhabra clarifies that tourism as a subject of ongoing
technological, economic and political changes is inseparable from
the concepts of sustainable marketing that tend to enhance the
well-being of both tourists and local inhabitants (Chhabra, 2009).

The following figure shows the marketing model of sustain-
able tourism as a framework for the application of basic marketing
techniques, such as market segmentation, market research, envi-
ronmental analysis, etc.

Figure 1. Marketing model of sustainable tourism
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Source: Adapted to Chhabra, D. (2009, May). Proposing a sustainable marketing
framework for heritage tourism. Journal of Sustainable Tourism, 17(3), 303-320.

L. Roberts and D. Hall believe that it is necessary, beyond the
classical marketing theory, to comprehend the utilization of sustain-
able tourism offerings and to assess the existence of market niches
in the tourism market. The development of new marketing ideas
and theories creates a framework for the application of sustainable
tourism marketing (e.g. rural tourism), which should not be a copy
of either product marketing or service marketing. Focused on creat-
ing an experience, the marketing of, say, rural tourism should estab-
lish its own marketing characteristics (Roberts & Hall, 2004).

The concept of eco-friendly marketing emerged in the late
1980s. (Peattie, Crane, 2005; cited in Chan, 2014). Eco-friendly mar-
keting involves the organizational initiatives in developing, promot-
ing, pricing, and distributing products that have no detrimental im-
pact on the environment (Pride, Ferrell, 1993; Chan, 2014). Tourist



destinations are evidently moving in their development from mass
tourism to responsible tourism strategies, especially in terms of sus-
tainable tourism and social corporate responsibility (Camilleri, 2014).

Lacmanovi¢ emphasizes that “The creation of a ‘new tourist
awareness’' will represent the next challenge in the management
of the tourist destination, which will require additional financial
efforts to improve the existing personnel and technical-technologi-
cal structure. Special attention will be directed to the quality of life
of the resident population; protection of tourist consumers in all
aspects; proper information and prepared programs in case of inci-
dents and crisis situations since the COVID-19 pandemic has caused
irreparable and long-term damage to many industries (Ljubotina &
Raspor, 2023); special programs for guests with disabilities; the as-
pect of racial, religious, national, political and gender tolerance; and
strict adherence to standards in the provision of services in accord-
ance with the adopted categorization” (Lacmanovié, 2014).

Lacmanovi¢ and Bulatovi¢ note that “Carefully chosen loca-
tions already and spatially harmonized accommodation and other
tourist facilities in function of the realization of a wider range of
tourism offers to a number of spending groups of tourists. A sup-
portive social environment for the development of new tourist
products is of greatest interest to the local population” (Lacmano-
vi¢ & Bulatovi¢, 2014).

Using the analysis of the importance of performance in the
business of hotel-tourism companies that apply the concept of sus-
tainable tourism, Lj. Cvelbar Knezevi¢ and L. Dwyer investigated the
key factors of strategic planning and determined that the need to
measure performance in the tourism industry according to the indi-
cators contained in the key provisions of sustainable tourism is em-
phasized, along with the necessity for each hotel-tourist company to
develop its own set of indicators in the broader context of coopera-
tion with the social community (Cvelbar Knezevi¢ & Dwyer, 2013).

A company's sustainable marketing orientation refers to
a strategic method encompassing the equitable management of
ecological, social, and economic resources spanning multiple gener-
ations. This managerial model incorporates both macro-level sus-
tainability principles and micro-level practices, such as gathering
structured information and integrating knowledge. The ultimate



goal is to develop and promote profitable products and services,
as outlined by Mitchell, Wooliscroft, and Higham (Mitchell, Woo-
liscroft & Higham, 2010; Mitchell, Wooliscroft, & Higham, 2013).
The conceptual model of the orientation of sustainable marketing
is given in the following figure.

Figure 2. A conceptual model of the orientation in the
realm of sustainable marketing for the company
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Source: Adapted to Mitchell, R., Wooliscroft, B. & Higham, J., Sustainable market
orientation: A new approach to managing market strategy, Journal of Macromar-
keting (Special Issue on Sustainability), Vol. 30, No. 2, 2010, pp. 160-170; in: Mitchell
R., Wooliscroft, B. & Higham, J., Applying sustainability in national park manage-
ment: balancing public and private interests using a sustainable market orienta-
tion model, Journal of Sustainable Tourism, Vol. 21, No. 5, 2013, pp. 695-715.

Tourism is responsible for generating five percent of world-
wide CO, emissions and contributes to 14% of the overall green-
house gas emissions globally, mentioned by E. Juvan and S. Dol-
nicar (Juvan & Dolnicar, 2014), who studied the question of how
tourists could choose a vacation with a low carbon footprint, and
noticed that tourists who are truly interested in this type of vaca-
tion could not simply find a suitable arrangement. The problem is
how to compare the arrangements with the smallest carbon foot-
print and choose the adequate one.

S. Goossling, D. Scott and M. Hall examined the variation in
CO, emission intensity between selected emitting tourism markets



and discovered various consequences for destination promotion
and carbon control (Géossling, Scott, & Hall, 2015). The distinction
between the degree of environmental consciousness and the prac-
tical environmental conduct while on a tourist excursion indicates
that (Doran & Larsen, 2014):

(1) Travelers typically hold a favorable self-assessment regar-
ding ecology and environmentally friendly progress.

(2) Their ecological position reflects commonly acknowledged
standards.

Derived from the exploration of the cause-and-effect con-
nection between cognitive perception, emotional perception, per-
ceived worth, and environmentally conscious conduct, following
conclusions were drawn (Chiu, Lee, & Chen, 2014):

Initially, the cognitive image influences the emotional per-
ception of an eco-destination.

Secondly, the perceived value functions as an intermediary
element that forms the connection between the perception of an
eco-destination and environmentally responsible behavior.

Eco-destinations should be perceived as an intrinsic com-
ponent of the societal community in which they exist, with the
eco-destination and social community being interdependent.

The importance of the ECO certificate for forming the per-
ception of visitors regarding the destination of sustainable tourism
and operators in the tourism business (hotels, carriers, tour opera-
tors, restaurants, etc.) is continuously examined to create adequate
marketing strategies (Esparon, Gyuris & Stoeckl, 2014).

E. Chan's research (Chan, 2014) concerning the implementa-
tion of eco-friendly marketing in the hotel sector indicates several
significant implications.

Demographic profile shows that female guests attach signif-
icantly more importance to eco strategies, and they act as pioneers
in accepting green hotel products.

The participation of hotel guests in green activities de-
pends on a communication strategy and a complete understand-
ing of their wishes, which ultimately leads to the design of more
efficient and effective hotel green programs (Baker, Davis & Weav-
er, 2014).



The motivation to visit and the intention to revisit a cer-
tain destination by eco-tourists is continuously investigated in
terms of various attributes of ecological products and profiles of
eco-tourists.

Very important point of view in discussing the image of sus-
tainable destination is potential terrorism threat, which is subject
of Berce, Raspor and Lacmanovi¢'s research, as each country has
its own characteristics and image in the eyes of a tourist. Research
results show that ongoing terrorist or violent incidents in a non-Eu-
ropean country have a more negative effect on the number of
tourists visiting than occasional such events in a European country,
which agrees with the research findings on sporadic and persistent
terrorism and the regularity and organization of terrorist acts. It
could be stated that the quicker they recover, the more politically
and economically stable they are, as confirmed by previous studies
(Berce, Lacmanovié, & Raspor, 2022).

A research study that was carried out in the eco-parks of
South Korea implied that eco-tourists were mostly highly educated
women between the ages of 20 and 40, they mostly travelled indi-
vidually, or in small groups, which resulted in a small impact on the
destination and a greater ability of the destination to recover faster
(S. Lee, Lee & Lee, 2014).

Through analyzing the influence of the destination’s percep-
tion and self-assurance in forecasting the intention to visit a wine
tourism destination, M. Pratt and B. Sparks demonstrated that des-
tination image, encompassing both functional aspects (tangible and
intangible destination attributes) and affective elements (feelings
and emotions associated with the destination), typically exerted a
significant impact on attitudes toward wine tourism. This influence
extended indirectly to the intention of visiting a wine region, which
meant that the affective image was having a stronger impact on at-
titudes towards wine tourism (Pratt & Sparks, 2014).

M. Bravi and E. Gasca, (Bravi & Gasca, 2014), through the
evaluation of preferences for cultural heritage tourism offerings,
unequivocally recognize that the experience of getting to know cul-
tural heritage represents a distinctive form of consumption that is
challenging to integrate seamlessly into the consumption patterns
of other products and services. Establishing a brand and attaining



the designation of a World Heritage Site (WHS) under protective
measures of UNESCO are parts of this process. UNESCO is under-
stood as a critical factor in the competitiveness of many tourist des-
tinations. Research indicates that in many countries with a weaker
business environment; however, there has been a substantial rise in
the volume of visitors submitting nominations for the inclusion in
the UNESCO World Cultural Heritage List as a component of a more
extensive strategy aimed at transforming the destination’s percep-
tion. (81% of applications are from developing and rapidly growing
countries economy/BRIC countries), the case of Cambodia’s success
as a cultural heritage tourism destination is particularly illustrative
(Ryan & Silvanto, 2014).

The significance of creative industries in the promotion of
sustainable tourism destinations is growing. and represents an ad-
ditional instrument in the application of marketing activities (Lee,
Wall, & Kovacs, 2015; Remoaldo et al., 2020; Baixinho et al., 2020;
Wei, 2020; Sarantou, Kugapi & Huhmarniemi, 2021).

Research Results in Marketing Montenegro as a
Sustainable Tourism Destination’

Exploring possibilities for implementing sustainable tourism
marketing in Montenegro involves presenting and statistically ana-
lyzing tourists’ perspectives on specific aspects of the sustainable
tourism product.

Methodology Notes

Examining tourist sentiments involves utilizing SPSS, draw-
ing on the primary data sourced from the National Tourism Organ-
ization of Montenegro. The displayed findings originate from a
distinct procedure and are not included in the organization’s offi-
cial report. The statistical techniques utilized comprise descriptive
statistics, cross-tabulations, single-factor analysis (ANOVA), and in-
dependent samples’ t-tests. The investigation centers on attitudes
pertaining to distinct components of the tourist product and the

" Adapted from: (Lacmanovi¢, 2016).



positioning of destinations within the framework of sustainable
tourism. The dependent variable comprises selected elements such
as the natural and scenic allure, the charming layout of the location,
ecological conservation, effectiveness in promoting tourist attrac-
tions, variety of cultural activities, excursions, and overall satisfac-
tion during the stay (Lacmanovi¢, 2016).

The independent variables (factors) include age, gender,
educational background, country of origin, mode of travel arrange-
ments, and the total travel cost per individual. The aim is to identi-
fy significant differences in satisfaction levels, measured through
the Likert scale (ranging from 1-excellent to 5-very bad, with 9-do
not know), among the categories within the independent variables
(analysis involving three or more groups, using factor ANOVA,; for
two groups, t-test for independent samples). The intensity of the
association between the dependent and independent variables
within a group showing notable distinctions, is assessed through
Cohen’s eta squared (Cohen, 1988) to ascertain the magnitude of
influence (minimal impact, moderate impact, substantial impact).

Positioning Montenegro as a destination entails cross-tab-
ulating the comparative aspect of the tourist product (environ-
mental preservation) across various destinations, including Serbia,
Croatia, Italy, Turkey, Greece, Spain, other European countries, and
non-European countries. This is conducted according to the re-
spondents’ country of origin, encompassing Russia, Serbia, Bosnia,
Croatia, Germany, and Great Britain. The assessment scale evalu-
ates destinations using the Likert scale (1-Better in Montenegro;
2-Similarly; 3-Worse in Montenegro) (Lacmanovié, 2016).

Findings from the Study

This section includes the presentation of certain outcomes,
such as the profile characteristics of the sample, the age and gen-
der distribution in relation to specific aspects of the tourist prod-
uct, and the placement of Montenegro as a destination in the
source markets of Russia and Germany.

The key attributes of the sample’s profile are depicted in the
table below.



Table 1. Attributes of the sample’s profile

Variable

Age <=25
26-35
36-45
46-55
56+
Total

Gender Male
Female
Total

Educa- Primary

tion school ed-
ucation or
lower
High School
College
Faculty
and senior
levels
No answer
Total

The total <=500

cost of

travel per 501-1000

person

in€ 1001-1500
1501+
Total

Lack of

data

Total

Source: Lacmanovi¢, 2016

N % Variable N %
489 19.7 Country Russia 603 243
of ori-  serbia 609 24.5
852 343 gin Montenegro 213 8.6
573  23.1 Germany 102 41
Italy 49 20
341 138 France 77 341
225 9.1 Other 143 538
countries
2,480 100.0 Kosovo, Mace- 124 5.0
donia, Albania
1,161 46.8 and Romania
Bosnia-Her- 153 6.2
1,313 53,2 zegovina and
2,480 100.0 Croatia
Ukraine and 137 5.5
31 1.2 Belarus
Poland, the 116 4.7
Czech Repub-
licand Hun-
gary
SO e Scandinavia 69 2.8
649 26.2 United 87 3,5
Kingdom
1,205 486 Total 2,480 100.0
The Through a 652 31.5
meth- travel agency,
29 12 od of tour operators
travel Directlywith 1,132 54.7
2,480 100.0 ar- the accommo-
range-  dation facility
1,125 63.7 ments iy
Through local 25 1.2
423 240 touris?norga-
nizations (in
126 74 Monteneéro)
91 5.2 Other ways 230 11.1
No answer 32 15
A5 I Total 2,070 100.0
715 Lack of 410
data
2,480 Total 2,480



Table 2. The correlation between age and contentment with
specific aspects of Montenegro's tourist offerings

ANOVA

Selected elements of the tourist Sum of df Mean F Sig.
product (the dependent variable)  Squares Square

The beauty of nature Between 21,777 4 5,444 1,824 121
and the landscape Groups

Within 7385,583 2475 2,984

Groups

Total 7407,359 2479

The picturesqueness Between 27,384 4 6,846 1,454 214
and arrangement of the Groups

destination Within ~ 11651,118 2475 4,708

Groups

Total 11678,502 2479
Environmental Between 32,509 4 8,127 1,568 ,180
preservation Groups

Within 12827,093 2475 5,183

Groups

Total 12859,603 2479
Quality of marking Between 123,917 4 30,979 4,095 ,003
tourist attractions Groups

within  18723,449 2475 7,565

Groups

Total 18847,366 2479

Diversity of cultural Between 144,622 4 36,156 4,349 ,002
events Groups

Within 20574,497 2475 8,313

Groups
Total 20719,120 2479
Excursions Between 67,873 4 16,968 1,803 ,126
Groups
Within 23295,754 2475 9,412
Groups
Total 23363,627 2479
Overall stay Between 43,591 4 10,898 1,920 ,104
satisfaction Groups
Within 14045,003 2475 5,675
Groups
Total 14088,594 2479

Source: Lacmanovi¢, 2016
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The typical participant in the sample is predominantly (al-
most or more than 50%) female, under the age of 35, possesses a
college or university education, originates from Russia and Serbia,
reserves lodging directly with the accommodation provider, and in-
curs a travel expense per person of up to 500 €.

Significant statistical differences were noted across diverse
age brackets regarding facets of the tourist product, particular-
ly in terms of the effectiveness in promoting tourist attractions
and the variety of cultural events. The impact magnitude, gauged
through eta square, was 0.007 for both variables, denoting a minor
influence. Nevertheless, no notable variances were detected for
the other components of the tourist product. The satisfaction lev-
el with statistically significant facets of the tourist product varied
from 2.46 to 3.24.

Concerning gender distinctions, statistically significant differ-
ences were pinpointed in the attractiveness of nature and landscape,
as well as excursions, with corresponding eta square values of 0.003
and 0.002, respectively, indicating a small impact. No statistically sig-
nificant distinctions were observed among groups for the remaining
elements of the tourist products. Women exhibit greater content-
ment with the attractiveness of nature and scenery, whereas men
exhibit a heightened degree of discontentment with excursions.

Table 4. Educational status concerning contentment with
specific aspects of Montenegro's tourist offer

ANOVA

Sum of df  Mean F Sig.

Squares Square

The beauty of nature Between 9,226 4 2,306 ,772 ,544
and the landscape Groups

Within 7398,134 2475 2,989

Groups

Total 7407,359 2479
The picturesqueness Between 68,121 4 17,030 3,630 ,006
and arrangement of  Groups
S Within 11610,381 2475 4,691

Groups
Total 11678,502 2479



ANOVA

Environmental pres- Between 68,417 4 17,104 3,310 ,010
ervation Groups

Within 12791,186 2475 5,168

Groups

Total 12859,603 2479
Quality of marking Between 178,512 4 44,628 5,916 ,000
tourist attractions Groups

Within 18668,854 2475 7,543

Groups

Total 18847,366 2479
Diversity of cultural Between 144,007 4 36,002 4,331 ,002
events Groups

Within 20575,113 2475 8,313

Groups

Total 20719,120 2479
Excursions Between 140,945 4 35,236 3,755 ,005

Groups

Within 23222,682 2475 9,383

Groups

Total 23363,627 2479
Overall stay satisfac- Between 94,018 4 23,505 4,157 ,002
tion Groups

Within 13994,576 2475 5,654

Groups

Total 14088,594 2479

Source: Lacmanovié, 2016

In terms of educational status, significant differences were
identified across all selected elements of the tourist offer, except
for the beauty of nature and the region, with eta squared values
ranging from 0.006 to 0.009, indicating a small impact. The subse-
quent noteworthy differences were noted in the evaluation of ele-
ments within the tourist offer among groups categorized by educa-
tional status:

Picturesqueness and arrangement of the place: Primary
school or junior and secondary education.

Environmental conservation: Secondary school and high
school; secondary school and college and advanced education levels.



Landmark marking quality: Primary school or below and sec-
ondary school, college, and advanced levels; intermediate school
and secondary school.

Diversity of cultural manifestations: Elementary school or
lower and higher school, college and higher levels.

Offer of organized excursions in the area: Primary school or
below and upper school; secondary school and secondary school;
secondary school and college and advanced levels.

Total grade of stay: Elementary school or lower and upper
school.

The degree of contentment with statistically distinct com-
ponents of the tourist offering varied between 2.25 to 5.38. Graph-
ical representations of the outcomes of cross-tabulation concern-
ing the placement of Montenegro as a destination are presented
below.

Figure 3. Montenegro’s placement in the Russian source market

Source: Lacmanovi¢, 2016



Montenegro received the most favorable positioning from
Russian tourists when compared to other European countries, dis-
playing a similarity, albeit with a slightly lower intensity, in compari-
son to Greece.

Figure 4. Montenegro’s placement in the German source market

Source: Lacmanovi¢, 2016

Tourists from Germany assessed Montenegro as inferior
compared to other nations, and their perception was similarly less
favorable in contrast to other European countries, albeit with a no-
tably lower degree of intensity. The positive positioning is minimal.

Discussion and Conclusion

Examining the outcomes of the investigation into oppor-
tunities for implementing the sustainable tourism marketing ap-
proach in Montenegro reveals a higher degree of inconsistency
than consistency when compared to similar previous findings. This
variability, as explained in the literature (Boley & Nickerson, 2013;



Lacmanovi¢, 2016), is not uncommon in sustainable tourism stud-
ies, where contradictory information regarding socio-demographic
variables is often identified.

In terms of the impact of independent variables on the con-
tentment level with specific aspects of the tourist offer in Monte-
negro, certain observations can be made. The sample profile in-
dicates that environmentally conscious preferences in the tourist
offerings are more pronounced among young, highly educated
women. This observation aligns with findings in other studies (Chan,
2014; Lee et al,, 2014; Boley & Nickerson, 2013; Lacmanovi¢, 2016).

Considerable variations were observed in nearly all (85.71%),
or a substantial portion (falling within the range of 57.14% to
71.43%) of the selected components of the tourist offering regard-
ing independent variables such as educational background, country
of origin, and travel arrangement method. This finding probably
aligns with the research on geo-traveler segmentation by Boley and
Nickerson (Boley & Nickerson, 2013; Lacmanovi¢, 2016) regarding
the consistency of differences in terms of country of origin.

However, no noteworthy differences were identified in a
significant proportion (ranging from 57.14% to 71.43%) of the
chosen aspects of the tourism product in relation to independent
variables like age, gender, and the overall travel expenditure per
person. This alignment could be consistent only with gender-relat-
ed findings in the research on wine tourist segmentation by Nella
and Christou (Nella & Christou, 2014; cited in Lacmanovié, 2016)
and with age-related findings in the segmentation research on
geo-travelers by Boley and Nickerson (Boley & Nickerson, 2013; cit-
ed in Lacmanovi¢, 2016).

In contrast to previous studies, no consistency was observed
across all other independent variables. On the contrary, the results
contradicted earlier findings that revealed significant differenc-
esin terms of age, income (total travel cost per person), and no
disparities in variables such as country of origin and educational
background (Nella & Christou, 2014; Lacmanovi¢, 2016). Further-
more, differences were found in gender and income (total travel
cost per person) variables, contrary to previous studies that found
no differences in education variables (Boley & Nickerson, 2013;
Lacmanovié, 2016).



The evaluation of the beauty of nature and the region exhib-
ited variations only based on the gender variable, while no signif-
icant differences were noted in the other independent variables.
This discrepancy can be attributed to the existing perception of
women having a higher level of environmental commitment com-
pared to men, highlighting the inadequacy of gender differentia-
tion or adaptability in other selected elements of the tourist offer.
Similarly, the scenic and orderly aspects of a place were appraised
differently only by the groups categorized by educational status
and country of origin, indicating insufficient profiling of this ele-
ment in promotional activities.

The assessment of environmental preservation varies among
groups based concerning educational background, country of ori-
gin, and travel arrangement method. This indicates a favorable mar-
ket position for the mentioned groups, but also highlights an insuf-
ficient level of profiling among other demographic segments.

Distinct evaluations for the quality of landmark marking and
the diversity of cultural manifestations are observed across age
groups, educational status, country of origin, travel organization
methods, and total travel costs. This implies that these aspects of
the tourist offer are more finely tuned than other elements, con-
tributing significantly to the general perception of the location

Regarding the destination’s placement, respondents from
different countries perceive Montenegro differently. Concerning
environmental preservation, tourists from Russia and Serbia ex-
press a favorable perspective in contrast to other European nations
and Greece. Conversely, visitors from Bosnia and Herzegovina, Cro-
atia, and Germany convey an unfavorable viewpoint in comparison
to Croatia and other European nations. Tourists from the United
Kingdom adopt a neutral stance on environmental preservation in
contrast to other European countries and Italy.

Negative and neutral perceptions may suggest either height-
ened environmental awareness among respondents and a real-
istically lower level of environmental preservation compared to
competitors, or a weaker ecological profile of the destination.

This raises questions for future research to explore.

Considering these consequences, one can deduce that

Montenegro is not recognized as a destination with a unique



sustainable tourism offering in the anticipated formats and locales.
This underscores the necessity for further endeavors in crafting and
executing comprehensive environmental messages via the selected
promotional channels. A need could be noted for a more detailed
categorization of tourists with distinct inclinations for sustainable
tourism offerings, such as eco, rural, and geo-tourism. Particular
interest groups such as birdwatchers, hiking and biking enthusiasts,
adventure seekers (rafting, paragliding, climbing, diving, etc.), and
those seeking distinctive cultural and historical experiences (reviv-
al of historical events and sites, dark tourism, etc.) should be more
accurately identified (Lacmanovié, 2014).

To implement a product differentiation strategy, adjust-
ments or significant innovations in the components of the tourist
product, particularly in the locations conspicuous for sustainable
tourism, are necessary. These adjustments should align with the
heightened sensitivity expressed by tourists in these areas.

The creation of a competitive offer of various forms of sus-
tainable tourism at the destination level of Montenegro should be
based on the consideration of several important requirements from
the aspect of marketing management (Komppula, 2014):

1. The success of companies and organizations in a competitive
environment is determined by factors such as good mana-
gement of the local community, backing and involvement of
municipal authorities, sufficient financial resources for the
advancement of tourism, quality tourist offices and the wi-
dest support of the local community

2. The strategies of companies and organizations must include
strategic planning of integral tourist arrangements, align-
ment and collaboration between the community and local
governance, and alignment and collaboration among entre-
preneurs as purveyors of sustainable tourism offerings.

3. Competence of destination companies and organizations,
which is understood as a success factor and emphasizes the
role of entrepreneurship in destination development, as well
as the provision of information and technical support for the
advancement and marketing of tourism, where the involve-
ment of DMO and local authorities plays a crucial role.



By using an adequate promotional mix, destination manage-
ment organizations could provide a more realistic picture of desti-
nation Montenegro to the potential visitor, reducing the gap be-
tween the expectations and the experiences of responsible tourist
products (Lacmanovi¢, 2011).

A sustainable tourism destination can secure a lasting pres-
ence in the market, provided there is an effective marketing strat-
egy that adeptly meets the wants and requirements of tourism
clientele, secures profitability within the tourism industry, and en-
hances the welfare of the local community more proficiently and
competently than competing approaches. The societal marketing,
or socially responsible marketing approach (Kotler, Bowen, & Mak-
ens, 2010; Lacmanovi¢, 2016) is in harmony with the endeavors of
tourism operators within the domain of sustainable tourism, and
serves as a suitable framework for marketing management. Craft-
ing a marketing strategy within the broader context of tourism de-
velopment is crucial to revitalization of the tourism sector. A pivotal
aspectin this regard is the formulation of a sales policy. To ensure
high hotel occupancy rates and substantial tourism revenues, ho-
tels need to collaborate with niche tourist agencies and travel coor-
dinators overseas. The establishment of a comprehensive tourism
system is imperative. The further development of current tourism
cannot be anticipated without the support of state departments
(Ljubotina & Raspor, 2022).

In the times ahead, tourism marketing will be approached
from various perspectives: tourists are viewed as contributors to
value creation, competitors are seen as possible collaborators, and
marketers play a role as facilitators in the process of understanding
ourselves (Li & Petrick, 2008; Lacmanovi¢, 2016). Society is aging,
and with that, the tourists are also getting older. Individuals and
society alike must be prepared for ageing (DZaji¢ Ursic et al., 2022).
It will also be necessary to prepare special tourist programs for the
elderly.
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Ecological Marketing and Environmental
Taxes in the Function of Energy Systems

Abstract

The production, transport and use of energy greatly affect
the environment and ecosystems. In the case of energy, the
impact on the environment is almost always negative, from
direct environmental disasters such as oil spills, acid rains and
radioactive radiation, to indirect consequences such as global
warming. Since the energy needs of humanity will continue

to grow, and the number of people on Earth and their stand-
ards are increasing, it is necessary to implement measures that
would minimise the impact of energy exploitation on the envi-
ronment and ecosystems. There are many measures and ways,
and this paper deals with the actions in the sphere of people's
ecological awareness, that is, how marketing can strengthen
human responsibility towards energy consumption and the
environment in which the population, flora and fauna should
exist in harmony. The length of our stay here, in our only hab-
itat, i.e. ecosystem, depends on this harmony. Economic in-
struments have become extremely popular around the world
as a strategy to achieve environmental protection goals and a
way to eliminate the consequences of production and con-
sumption. In modern day societies, taxes and other fiscal fees
play a particularly important role in environmental protection.
They are called ecological, eco or green taxes because of their
purpose and the goals they want to achieve. In the Republic
of Srpska, as well as in the whole of Bosnia and Herzegovina,
the problems of environmental protection are not given their
proper place, neither in economic instruments, nor in theories
of sustainability, humanity, nor in management and marketing,
and they are actual instruments of change: first of all, human
attitude towards the environment, and then the activism to
prevent environmental damage, so that the Republic of Srpska
(and Bosnia and Herzegovina) do not become a garbage dump
for the wider region.

Keywords: marketing, energy system, ecological protection,
environmental taxes, the Republic of Srpska



Introduction

“Man, no matter how much he exalts himself, eventually
realizes that he still depends on nature. No matter how
hard he tries, he cannot destroy it. That is not possible,
because nature will be a part of him until the doomsday.”

Ramo Kolar

The main role of the green economy is to improve people's
well-being and promote a healthy natural environment. There-
fore, the green economy and green industry do not harm people's
health and do not damage natural ecosystems, and the essence of
the green economy is to achieve a higher level of human well-be-
ing, and the green industry is responsible for the efficiency of
sustainable development through the smart use of raw materials
(Ostoji¢, Maksimovi¢ & Stojkovié-Zlatanovi¢, 2022: 264). The big-
gest source of energy at the moment are fossil fuels, i.e. coal, oil,
natural gas and nuclear energy. These are also the most dangerous
energy sources, because fossil fuels emit a huge amount of carbon
dioxide when burned, and nuclear power plants leave highly radio-
active waste. Therefore, most of the world's energy is still obtained
from environmentally unacceptable energy sources, especially from
fossil fuels, which are still the dominant source of energy. Since the
basis of fossil fuels is carbon, the normal combustion of that fuel
produces carbon dioxide (CO;), which is the main greenhouse gas.
That carbon dioxide mostly ends up in the atmosphere and causes
global warming with its greenhouse effect. Even more dangerous
is the gas that is released during incomplete combustion of fuel
(burning without sufficient oxygen), namely carbon monoxide (CO),
which is an extremely poisonous gas without colour, taste or smell,
and a concentration of only 0.6% causes death in humans after 15
minutes of breathing.

At the moment, not a single fossil fuel is completely puri-
fied, so some harmful gases such as sulphur dioxide or nitrogen
oxides are released during combustion. These gases later react
with water vapor in the clouds and form droplets that fall to the
ground as weak sulfuric and nitric acids - acid rains, and these rains
have an extremely harmful effect on the entire ecosystems they



affect. During the combustion of some energy sources, small min-
eral particles are also formed, which later create ash, but a part
of these particles rises into the atmosphere carried by the smoke
vortex. These particles are also very dangerous for health and
ecosystems.

Despite the fact that significant progress has been made in
some fields in attempts to, if not prevent, then at least mitigate
global climate change, the overall progress is still not satisfacto-
ry, so there is still a lot of uncertainty and ambiguity in that field
that needs to be resolved in order to stop global warming. Name-
ly, emissions of greenhouse gases into the atmosphere have not
decreased significantly, and the opponents of the Kyoto Protocol’
point out that the reduction of emissions in accordance with the
requirements of the Kyoto Protocol would impose a heavy burden
on the economy. Therefore, some countries signed the protocol,
but did not ratify it, because studies have shown that, when viewed
against the costs, it does not achieve the desired effects. In any
case, humanity must urgently search for more ecologically accept-
able sources of energy, which would meet its energy needs. In re-
cent decades, renewable energy sources have been the most talked
about and switched to, but it is still not realistic to expect that
these energy sources will be sufficiently developed and commer-
cialized to satisfy the growing energy needs of humanity to a great-
er extent. This orientation is in line with the shift in the economy
from a linear to a circular economy model, which is being advocat-
ed by humanely oriented economists, who use marketing to influ-
ence people in order to strengthen their environmental awareness:
first, to accept the fact that humanity is in a major environmental
problem, and then to direct their intellectual and material energy
towards the search for solutions.?

The Kyoto Protocol (named after the Japanese city, adopted in 1997) is an addition
to the international agreement on climate change, signed with the aim of reducing
the emission of carbon dioxide and other greenhouse gases. By 2010, it had been
signed by 195 countries and governmental organizations, which account for over
60% of polluters.

2 Knezevi¢, M. Lugonja, A. (2022), ,Turizam BiH", UPS, Banjaluka.



New Energy Sources

The world is changing faster and faster in every way. In re-
cent decades, the same thing is happening to Earth, our only habi-
tat, and the cause of such rapid changes is man, “the most perfect
being on earth,” as we humans like to think. In the last decades of
the last century, it became very evident and clear to the people of
science, that our consumer mentality and, in close connection with
it, the mass industrial production of goods with the shortest possi-
ble shelf life, would quickly lead our planet to becoming the plan-
et of our waste, which we would have nowhere to dispose of and
would thus endanger the survival of, if not our children, then cer-
tainly our grandchildren and great-grandchildren.?

The results are also visible in the increase in consumption
of “renewable energy sources” such as solar, wind, water, geother-
mal energy, bioenergy and the like. However, solar energy is not
sufficiently usable and is expensive, wind energy is not available
everywhere in sufficient quantities, the energy potential of water
has already been used to a large extent. Geothermal energy can be
optimally used only on tectonic faults, i.e. in places on Earth where
thermal energy from the Earth's interior comes very close to the
surface. Tidal energy and wave energy represent a great poten-
tial, but due to low availability, extremely little energy is current-
ly generated from these sources (Stiff, 2006). Bioenergy, or more
precisely, biofuels, is imposed as a substitute for classic fossil fuels,
but these fuels also release greenhouse gases into the atmosphere,
and therefore are not completely environmentally acceptable. Ad-
ditionally, there is an interesting ethical problem associated with
biofuels. Namely, biofuels are produced from sugar cane, corn, soy-
beans, rapeseed and other plants that can be used as food. Thus,
richer countries produce biofuels in a way that turns food into fuel,
while on the other hand, an extremely large number of people on
Earth are dying of hunger and that same food could save their lives.

“Clean” energy in large quantities can currently only be pro-
duced in nuclear power plants. Nuclear power plants have almost no

* Education and sustainable development, Proceedings of Prometej College, Banja
Luka, June 2022, issue 8, p. 15.



impact on the environment if all rules are followed during exploita-
tion. Apart from Chernobyl, there were no major problems with nu-
clear power plants, and Chernobyl itself cannot be repeated because
all modern nuclear power plants have extremely well-solved active
and passive safety systems. Ecological marketing is necessary here,
because the publicis afraid of this area, as we had a case in Serbia,
where citizens protested and stopped the construction of a nucle-
ar power plant, which would be a great solution to the country’s
pollution problem, and especially beneficial for the local commu-
nity, which would be primarily oriented towards energy consump-
tion from the nuclear power plant, thus significantly reducing other
forms of pollution, as well as the consumption of non-renewable fu-
els. Itis necessary to promote their safety and the results of research
in the field of nuclear fission safety, because today an extremely
large number of technologies are being developed that could be
used for energy production in the future (Aleksi¢, Raki¢ & Biocanin,
2009). A lot of expectations are placed on the ITER? project, an in-
ternational project focused on developing the technology to har-
ness nuclear fusion. Nuclear fusion is the joining of two light atoms
into one heavier one, with the release of energy, and this procedure
should be completely environmentally acceptable, because there
is no strong radiation, no greenhouse gases. The EU, China, Japan,
South Korea, India, Russia and the USA are working on this scientif-
ic project, united in the common intention to create a “mini Sun” on
Earth, that s, to solve the energy problems of our planet by produc-
ing energy using fusion. The machine for the production of this ener-
gy costs about 22 billion euros and represents the most complex ma-
chine in the history of civilization, and it is being built in the French
nuclear research centre Cadarache in Provence. The construction of
ITER began in 2006, and completion is expected at the end of 2025.°
The modern lifestyle implies an increasing use of energy in
order to achieve greater efficiency and comfort, so the use of en-
ergy is increasing every day. Currently, most of humanity's energy
needs are met by the use of very harmful fossil fuels, and in the

4 ITERis an international thermonuclear experimental reactor.
® https://www.jutarnji.hr/life/znanost/najveci-znanstveni-projekt-za-covjecanstvo-
ima-novog-sefa-svjestan-sam-goleme-odgovornosti-koju-preuzimam-15251
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future these fuels will have to be replaced by cleaner energy sourc-
esin the form of renewable energy sources or nuclear energy. As
can be seen from the text above, the available energy is more than
enough to cover all possible future energy needs; it is only neces-
sary to find ways for clean and safe utilization of various energy
sources, of course, gradually reducing the influence of the oil lob-
bies, which use every opportunity to undermine all sources of ener-
gy that they do not financially control.

Ecological Marketing - The New Paradigm of the
Energy Sector

Due to its increasing influence on everyday life and quality of
life, energy has become the main strategic resource for all, espe-
cially developed, countries. In order to maintain a stable supply of
energy, more and more wars have been started recently, with an at-
tempt to conquer areas rich in energy resources, so energy wealth
actually causes a lot of harm to some countries (Berber, 2006). The
transition to alternative energy sources would reduce dependence
on energy-rich countries, if marketing manages to change people's
awareness in the direction that “more, faster and more profitable
must be replaced by less, slower and less profitable, but sustain-
able.” Such an orientation requires a new philosophy and para-
digm of life and economy, where ecological ethics are a key actor
in changing people's consciousness, from ordinary citizens who
can do a lot in their homes to large global state and world policies,
which can be more responsible in their race for wealth and weap-
ons, with which they intend to steal the energy sources of other
countries. Here, underdevelopment is a competitive advantage,
because underdeveloped countries are abundant in energy wealth,
of course, because they have not exhausted it, but this should in no
way justify the aspirations of large and powerful countries for oc-
cupation or neo-colonialism. Apart from the war in Ukraine, a clear
example is the occupation of the oil-rich Iraqg by the USA for the
purpose of oil control. That occupation brought about a significant
increase in the prices of all oil products, which later had an indirect
effect on the prices of almost all products. There are countless sim-
ilar examples in the “global village”, how we call the world because



of the lack of ethical behaviour towards man, flora, fauna and the
Earth itself, our only habitat (Zivanovi¢ & Doki¢, 2020).

For now, humanity relies on energy and energy sources, the
exploitation of which damages the structure of soil, air and water,
that is, our habitat. The negative impact that energy exploitation
has on ecosystems is, unfortunately, huge and unavoidable for now.
Holistic philosophy will only increase the consumption of energy
sources, and action is needed in the sphere of consciousness - eth-
ics and humanism.

The holistic management ideology must have built-in respon-
sibility towards: the environment, people, their ethnical, cultural,
as well as historical values, regardless of the country’s economic
purposes.

Not everything can be subject to marketing!

Preserving, supporting, encouraging local customs, culture,
art, music and education, which is carried out by the corporation as
a member of the community, should be a way of conducting good
and responsible business in every sector (Bijeli¢ & Doki¢, 2019;
Doki¢, 2003). That's why incorporating the integrity of the environ-
ment into holistic development strategies is considered mandatory
management at all levels, because in addition to the environment,
energy is a factor without which no serious development strategy
can be built.

In addition to ways of saving energy, managers must work on
promoting greater use of the aforementioned alternative sources
of energy, but also on other sources, such as: using natural and me-
chanical ventilation instead of electricity. Many forms of energy use
can fitinto the environment and form a whole with it, so that they
appear much more attractive than when constructing is done with-
out considering the location, climate, ambience and surroundings.
If we take a look at the management of the world's major hotel
systems, we can see that the concern for ecology and energy is al-
ready incorporated into their holistic business philosophy: Du Pont,
Marriott International hotels, IBM, Levi Strauss, Johnson&Johnson,
McDonalds, 3M, General Foods, can be examples of this (Vojvodi¢ &
Doki¢, 2020; boki¢ & Vili¢, 2019).



The process of Europeanization and expansion of the Eu-
ropean Union has led to the fact that 27 countries jointly decide
on environmental protection (Sobot & Luksi¢, 2016, 2017, 2019,
20204, 2020b, 2023). In recent decades, the European Union has
taken a leading role in saving the planet. It devotes almost one
third of its legislation to the problem of environmental protection
and the struggle to eliminate the consequences of using and disre-
specting the planet. In order to regulate the economy and transi-
tion to a resource sustainable economy, it primarily uses state regu-
lations, various market mechanisms of management and marketing.
The introduction of environmental taxes and other duties or puni-
tive measures for non-compliance with environmental regulations
is only one of the ways to solve the problem.

However, a lot of work is still needed on the fund allocation
system, harmonization of tax rates in relation to pollution levels,
setting up a far-reaching system of control and collection, as well
as the abolition of incentives for goods and services that have a
direct negative impact on the ecosystem. What is most important,
in addition to the continuous and dedicated work on improving the
existing protection system from an economic, normative or polit-
ical aspect, we must also act to raise awareness of the humanistic
aspect, thatis, the aspect of human rights and the survival of future
generations (Knezevi¢ & Doki¢, 2016).

The rapid growth and development of industry, companies,
thermal power plants, and nuclear plants as a prerequisite for a
good life led to the solution for the population's existential needs
for employment and family support, but on the other hand, it led to
a disruption of the balance with nature. The economy, as an indis-
pensable factor for the prosperity and progress of a country, ne-
glects the protection and safety of the environment. The negative
impacts of pollution cause ecological problems on a wider scale.®

In recent years, the application of economic instruments in
environmental protection policy in the countries of Central and
Eastern Europe has been monitored by the Environmental Policy
Committee of the UN Economic Commission for Europe (UNECE).

¢ The role of marketing and ethics in environmental security in Bosnia and Herzego-
vina, Proceedings of Prometej University, Banja Luka, April 2023, number 10, p. 15.



The instruments used in these countries are: compensation for
emissions (which includes compensation for air pollution, waste
management and emissions into surface waters), payment of de-
posits and using means of coercion, which should be a last resort
and not a marketing measure, because environmental manage-
ment involves marketing that educates and bings up individuals in
the spirit that we are part of nature and that without it there is no
us (Vojvodic¢ & Doki¢, 2020a).

Term and Types of Environmental Taxes

Today's global daily life is characterised by a crisis on all lev-
els. Apart from the disrupted flows of money and goods, what is
perhaps even more alarming and important for the survival of a
country is the endangered environment. Natural resources are rap-
idly decreasing, there is an increasing shortage of drinking water
and fertile land (Milanovi¢, 2009).

Tax and financial law form the basis for the introduction and
application of economic instruments for environmental protection.
Environmental protection policy is a long-term activity that requires
special financial resources. The success of implementing and con-
ducting environmental policy is based on ensuring stable sources of
financing. The goal of economic-ecological instruments is to stim-
ulate the prevention of environmental pollution and to become a
permanent source of environmental protection. On the other hand,
taxes are the most important public revenues. Taxes represent a
type of public revenue that the state collects on the basis of its fis-
cal sovereignty, without direct compensation, and is used to finance
public expenditures. In addition to its basic function - covering
public expenditures, some types of taxes have also received other
functions: social, health, environmental, developmental, etc. There
are numerous taxes that are classified as environmental, where the
environmental function is more important than their fiscal func-
tion. The introduction of environmental taxes as a model, method
or way of reducing environmental problems, i.e. the consequences
of accelerated, inhumane development of industry and services, is a
way to prevent many consequences, both for humans and for flors,
fauna and the entire ecosystem. Are they effective in the Republic



of Srpska or could more be achieved through marketing activities
promoting humane and sustainable development, promoting a re-
turn to nature and promoting care for our only habitat — the Earth?
The contradiction with this issue is in the perception of the problem
in the minds of ordinary people, who are the biggest polluters, but
also the bearers of governmental and non-governmental policies,
which deal with this issue in the Republic of Srpska. Their “business”
is reduced to “putting on global uniforms”, which reveal the specific
characteristics and particularities of countries, regions, people and
their mentality, and from which their attitude towards the environ-
ment and everything in it: people, animals, things, plants, earth, air,
etc. is derived (Kovacevi¢ & Knezevi¢, 2009).

The European Commission, Eurostat and OECD define envi-
ronmental taxes from the aspect of the tax base, and therefore: an
environmental tax is a form of tax where the tax base is expressed
in physical units of matter whose negative impact on the environ-
ment is proven.

We distinguish environmental taxes in the narrower and
broader sense. Environmental taxes in the narrower sense are
those taxes that include duties on goods that contribute to environ-
mental pollution. This group includes taxes on goods that are not in
sufficient quantity precisely because of their level of pollution, such
as, for example, drinking water. In a broader sense, environmental
taxes include various environmental and similar duties, and in the-
ory the opinion that fees for non-compliance with environmental
standards and environmental regulations should be added to this
group has also been expressed. Applying environmental taxes can
affect legal and natural persons. Legal entities that are polluters
are taxed in order to reduce the level of harmful emissions during
the production process, and natural persons (households) in order
to influence them into reducing consumption of the goods and ser-
vices that are not acceptable from an environmental point of view.
By using environmental taxes, funds are collected to finance ex-
penditures for public environmental protection programs.

By analysing the given definitions, it can be concluded that
environmental taxes represent a set of tax forms whose goal is to
protect and improve the environment. It is difficult to make a clear
distinction between environmental taxes and fees, so a distinction



is made in theory between environmental taxes in the broad and
narrow sense. In domestic and foreign literature, synonyms are of-
ten used in addition to the term environmental taxes, such as: eco
taxes, green taxes, polluter taxes, etc.

There are numerous theoretical positions on how important
environmental taxes are and they certainly have an impact on the
implementation of environmental taxes and the environmental tax
reform itself.” Environmental taxes are intended to achieve envi-
ronmental goals that:

« aim to ensure environmental protection,

« ensure the internalization of externalities,

« have astimulating role,

+ have afiscal role,

« itis necessary that they be coordinated with other environ-
mental instruments in order to bring about the appropriate
effects.

Each state aims to achieve these stated goals of environ-
mental taxes, because based on them, additional revenue is provid-
ed to the budget for the state, constant incentives are created to
ensure dynamic efficiency in the human-environment relationship,
and pollutants are controlled, especially at large. In many coun-
tries, these taxes have been reduced only to collecting revenue for
the state and filling the budget, and employers perceive them as
a hateful burden and an unnecessary imposition on their business.
In order for this tax to be more collectable, it is necessary to change
the perception of environmental taxes among citizens and employ-
ers. The perception that environmental remediation costs are an
integral part of the product must also be presented in marketing,
in order to change attitudes and behaviour according to Sobot and
Luksi¢ (2020a). Ecological marketing should be implemented in
all sectors of the economy and life, because only through positive
marketing actions will people understand and accept these taxes —
levies, as something they pay for future generations, who also have
the right to the environment.

7 We list the following as the most important: the Baumol-Oates theory, the polluter
pays principle, the argument of the lowest costs of reducing negative externalities,
the argument of the double dividend and the theory of Arthur Pigou.



“We don’t inherit the Earth from our ancestors, we borrow it
from our successors.”

In the countries that implemented the environmental tax
reform, the perception of environmental taxes is somewhat more
favourable, which is the product of a longer impact on people's
awareness of the real threat to our habitat and the very urgent
need to act to prevent an ecological disaster, which we can still
avoid because we are a backward and underdeveloped country,
and that means relatively clean and unpolluted.® The most impor-
tant energy products for transportation purposes are gasoline and
diesel, and for stationary use they are: fuel oil, natural gas, coal and
electricity. The tax on energy products also includes the tax on the
emission of carbon dioxide (CO,) from economic entities and indi-
viduals. Transport tax includes taxes related to the ownership and
use of motor vehicles and other means of transport (air transport).
These taxes can be one-off (if paid when importing or selling equip-
ment and assets) or periodic (e.g. annual road use tax).

Pollution taxes include taxes on measured or estimated
emissions of harmful gases into the air, wastewater discharged
into rivers, solid waste management and noise. Taxes on resources
include those taxes that solve problems with the consumption of
water, mineral resources and forests. Regardless of the fact that
there are conflicting opinions on whether the exploitation of re-
sources means their degradation, there is definitely an agreement
that their excessive use can lead to environmental problems (pollu-
tion, soil erosion, etc.).

Ecological Taxes in the Republic of Srpska

A well-coordinated institutional framework is necessary to
achieve sustainable development goals. Institutions that control
the rationality of use and the degree of depletion of resources
constitute the necessary framework for achieving sustainability

& This claim is supported by the fact that Bosnia and Herzegovina is one of the few
countries in Europe that has drinking water.
https://www.google.com/search?q=koje+zemlje+u+Evropi+imaju+pitku+vodu&oq=
koje+zemlje+u+Evropi+imaju+pitku+vodu+&ags=chrome..69i57j0i54614.2262


https://www.google.com/search?q=koje+zemlje+u+Evropi+imaju+pitku+vodu&oq=koje+zemlje+u+Evropi+imaju+pitku+vodu+&aqs=chrome..69i57j0i546l4.2262
https://www.google.com/search?q=koje+zemlje+u+Evropi+imaju+pitku+vodu&oq=koje+zemlje+u+Evropi+imaju+pitku+vodu+&aqs=chrome..69i57j0i546l4.2262

(Ostoji¢, Petrovi¢ & Keli¢, 2023: 312). In order for environmental
taxes to be ecologically effective, that is, to be an instrument of
environmental policy, they must be viewed in the context of broad-
er economic and non-economic measures undertaken to protect
the natural environment, i.e. we must refer to the legal and institu-
tional framework that serves as a basis for the introduction public
revenues. In addition to the framework, that is, the background, it
is very important to harmonize culture, ethics, mentality of people,
residents, public opinion, position and opposition.

There are 3 ministries responsible for environmental pro-
tection in the Republic of Srpska: Ministry of Agriculture, Forestry
and Water Management (Water Agency, etc.), Ministry of Education
and Culture (Republic Institute for Cultural, Historical and Natural
Heritage), Ministry of Spatial Planning, Construction and Ecology
(Sobot & Luksi¢, 2019). The Fund for the Protection of the Natural
Environment of the Republic of Srpska is also under the jurisdiction
of the latter. This division of competences has affected that very
few issues in this area are regulated at the state level, where only
a few umbrella laws have been passed. This includes laws on con-
cessions, veterinary medicine, plant health protection, genetically
modified organisms, animal protection and welfare, agriculture,
nutrition and rural development, radiation and nuclear safety, and
phytopharmaceuticals.

Environmental protection from the point of view of public
finances represents expenditure and budget balance, while very
little can be said about the application of public revenues in the
function of environmental protection, i.e. reduction of pollution
and internalisation of external effects. In the RS, there are very few
public revenues whose existence can be linked exclusively or mostly
to environmental goals (Popov, 2000).

Indirect taxes are state taxes, that is, they are regulated at
the level of the Indirect Taxation Administration and the Parlia-
mentary Assembly of BiH. The environmental component in the
domain of indirect taxes can be incorporated in higher VAT rates
on products that pollute the environment or in the form of pre-
scribing a higher excise duty. In the domain of indirect taxes, and
in connection with environmental protection, a procedure was
developed for the exemption from VAT and customs duties on



goods imported as part of the support for projects that imple-
ment ratified environmental conventions. Then, there is also a fee
related to the issuance of permits for the import and export of
substances that have a harmful effect on the ozone layer (Jovi¢ &
Maksimovi¢, 2014).

The analysis of laws and regulations in this area at the entity
level of the Republic of Srpska shows that environmental taxes can
only be talked about in a broader sense. That is, ecological compo-
nents have only certain fees and charges. Fees for the use of natu-
ral and other goods of general interest, water management fees,
fees or funds for environmental protection, and fees for the use of
other goods of general interest are prescribed within the fees. The
Law on Chemicals and the Law on Biocides, as well as the accom-
panying rules, prescribe the compensation to be paid by persons
who produce, sell and store chemicals and biocides. Here we are
talking about the fees paid for the decision to carry out activities
and the registration of chemicals in the register of chemicals, that
is, the fees for permits for placing such products on the market.
The amount of the fee is different and ranges from 50 to 500 BAM
(Government of the Republic of Srpska, 2002 and 2007: 114).

According to the current laws of the RS, there are 2 types of
concession fees:

« Feesthat are paid once for concession approval,
« Fees paid according to the scope of exploitation of the natu-
ral asset that is the subject of the concession.

There is also a Fund, which has the task of collecting funds
and financing projects in the field of environmental protection and
improvement, and energy efficiency. The law stipulates that the
Fund, among other things, is financed from fees that have an eco-
logical character (Government of the Republic of Srpska, 2011). The
following environmental charges are listed:

« Fees paid by environmental polluters,

* Fees for burdening the environment with waste,

* Fees for water protection paid by owners of means of trans-
port that use oil or oil derivatives in accordance with the Law
on Water.



Also, it is clarified who is liable and under which conditions
do they pay compensation:

* Legal and natural persons whose actions directly or indirec-
tly cause environmental pollution in the sense of the En-
vironmental Protection Act, other laws and international
regulations,

« Legal and natural persons that produce or import products/
goods, which are harmful substances or contain them, in ac-
cordance with the Law on Environmental Protection, other
regulations and international regulations, i.e. products/go-
ods that can burden the environment,

« Legal and natural persons that produce or import products/
goods that become specialty waste streams after use,

« Energy entities that emit carbon dioxide (CO2), sulphur dio-
xide (SO2), nitrogen oxides (NOx) and solid particles into the
atmosphere by performing energy activities,

+ Legal and physical entities that burden the environment by
discarding waste.

Based on this, we see that these fees have the character of
Pigovian taxes and that we could compare them with pollution tax-
es that exist in the EU.

In addition to the mentioned fees, some fees also have the
characteristics of environmental taxes. In the Law on Administrative
Fees and the Associated Tariff, environmental fees are specified in
tariff number 68, where the highest fee for issuing a decision for
the approval of an impact study is: 1000.00 BAM, while e.g. the fee
for issuing a decision for the transit of hazardous waste through
the territory of the RS is 700.00 BAM. These fees do not have pur-
poseful characteristics, but represent revenues that are paid into
the budget of the Republic, and the funds collected from them also
belong to the Repubilic.

The above-mentioned revenues represent the only forms of
public revenues that we could identify as having a purely ecologi-
cal character. In addition to these, it is possible to find elements of
greening of existing taxes in the tax system of the RS. Thus, when
real estate is taxed, the land on which dams and embankments
were built for flood protection is not taxed. In the case of profit



tax, we have reductions in the tax base for investments, in the case
of indirect taxes, we have the excise tax on gasoline, etc. However,
these instruments have more fiscal and less or no ecological charac-
teristics. Namely, the purpose of their introduction is not primarily
of an ecological nature, which reduces their effectiveness and cre-
ates in the minds of taxpayers the feeling of unnecessary taxation,
or taxation that does not go in the right direction, because the rev-
enues are not used for environmental protection (Poting, 2009).

Conclusion

As part of looking at the future of energy in the world, one
should be ready to act quickly in order to improve the circumstanc-
es that are essential for the survival of Man and Earth. These are,
above all, global warming® and climate change, geopolitical rela-
tions and conflicts, mainly in areas rich in oil and gas deposits. The
data show that today more than 2.5 billion people do not have the
opportunity or access to modern forms of energy; a significant in-
crease in the world's population (9-11 billion is expected by 2050),
a constant trend of increasing energy consumption (by 2030 an in-
crease of over 40% is expected), and a constant increase in carbon
dioxide emissions into the air (by 2030, an increase of over 55% is
expected), will cause even more environmental changes.

Energy needs are increasing every day, while the amount of
easily available, cheap and “clean” energy is decreasing day by day.
Rational use of conventional energy sources, as well as investing in
systems for more efficient and cleaner exploitation of these sourc-
es, would reduce the harmful effects that occur during exploita-
tion, that can be harmful for both the environment and humans.
Proper disposal of the waste that remains after the use of con-
ventional energy sources is a way to provide a healthier and less
polluted environment for current and future generations. Activi-
ties should focus on the modernisation of fossil fuel exploitation

° Each element has its own positive effects, and one should be careful in analyzes
and conclusions, because it is unknown how each measure would further affect
our ecosystem. For example, global warming is changing the climate on earth,
for many parts of the country in a positive sense, that is, in terms of less energy
consumption.



methods, which would reduce the degradation of the habitats for
many species of plants and animals, including humans. In addition,
modern promotion and marketing of the development of alter-
native energy sources would lead to lightening the burden on the
environment, and preservation of non-renewable natural resourc-
es. Sustainable use of energy allows for the possibility for provid-
ing healthy development of the population that is environmentally
aware and that clearly plans, rationally uses and respects its energy
sources with use of its management and ecological marketing. By
investing in the reduction of energy loss, non-renewable sources
are saved and preserved, which will ensure smooth development
and progress for current and future generations, as it will reduce
the environmental crisis that has arisen on the ground.

Numerous environmental debates show that the problem
of environmental degradation must be viewed through a com-
prehensive treatment of the moral, legal, economic-political and
technical-technological levels. Ecological awareness and ecological
marketing will reduce the current pessimistic-apocalyptic vision of
modern civilization, but also unwarranted optimism, because the
solution to the problem must include a fundamental transforma-
tion of values, ethics and the spirit of contemporary work culture.
Successful application of eco-management and humane market-
ing will enable unhindered industrial growth, impove quality of the
environment, safety and health at work, as well as provide a har-
monious life for present and future generations. The hundred-year
period of accelerated development of the now highly developed
countries of the world proceeded without taking appropriate meas-
ures to protect the environment. The most effective way to reduce
pollution is possible through increasing energy efficiency: by choos-
ing the right energy sources, using the right tools for production,
transformation and transport of final energy and choosing new
technologies. This is in line with the strategy of moving from linear
to circular economy, which must energetically and rigorously deal
with further polluters of the environment at all levels. This type of
marketing requires professional staff and material resources, and
then the harmonisation with EU regulations, which would lead to
the harmonisation of regulations from the local and national to the
regional level. This way, the basis for quality eco-communication



between all participants is built, within the framework of the as-
sessment and implementation of energy efficiency measures in
the international economic constellation, which is the only correct
approach that can adequately respond to the rapid development
of the world. The great burden of this development falls on devel-
oping countries, which carry the burden of transition and the desire
to reach the level of development of other countries. But it also
represents an advantage, because they still have a relatively clean
environment, so according to the principle “prevention is better
(and cheaper) than treatment”, they can avoid many traps of rap-
id economic growth, at the expense of the habitat in which they
develop. Here, the problem must be dealt with globally, because
without the global management and marketing of those who have
gone through those stages of development, greater success cannot
be expected.

Therefore, the basic goals of future environmental and ener-
gy marketing must be general and unique:

« Affordability — energy must be available at prices that are
acceptable to poor people and countries, in order to enable
their development,

« Availability — continuous supply of energy over a long period
of time and with satisfactory quality of services,

« Acceptability — compliance of social goals with environmen-
tal protection goals.

Therefore, new and renewable sources of energy must be-
come primary sources of energy in the future, and thus wars for
energy would become a thing of the past, and the world could be-
come a more peaceful place for human life, flora and fauna.

In the last decade, the European Union has taken a leading
role in environmental protection at the global level. It devotes al-
most one third of its legislation to the problem of environmental
protection and the struggle to eliminate the consequences of using
and disobeying ecological principles. To regulate the economy and
transition to resource-sustainable EU, it primarily uses state regula-
tion and market mechanisms.

Bosnia and Herzegovina (and the RS) are far from this le-
gal regulation. It is mentioned that Bosnia and Herzegovinais a



signatory to over 80 EU-based acts related to this issue, but when

it comes to implementation, nothing can be found, not even the
state obligating the subjects to these acts. They only serve for the
European integration of BIH, which is disastrous, given that BIH - RS
are developing rapidly, and every development step is a burden on
the environment. The problem must be solved in management pro-
cesses as well as marketing activities that need to be redesigned in
a new spirit, not because of the need to approach the EU (Formally),
but actually by building environmental awareness among people -
residents — citizens — polluters, and then among economic entities,
ministry departments and authorities. The opening of the Faculty
of Ecology and the modernization of programs and syllabuses in
them leads to a change in the consciousness of young people, who
will soon become businesspeople and bearers of politics and gov-
ernment. That is why the role of marketing through the education
of personnel for the needs of environmental protection is extreme-
ly important, i.e. crucial to prevent the fate of countries and re-
gions, to which nature has responded adequately: with droughts,
floods, hurricanes, tsunamis, earthquakes, ozone holes, acid rain
and similar sorrows and warnings. This type of marketing and man-
agement can raise generations who will logically, sensibly, with
love, and under force and sanctions, respect the domestic tax sys-
tem, which, in the Republic of Srpska, has relatively recently started
with the introduction of environmental taxes, determined, in the
author's opinion, for the gradual implementation of these duties in
order to leave enough space for the adjustment of business enti-
ties and the market. However, the fact is that environmental pro-
tection, as our burning problem, does not have as much time as the
conditions of our society would require. Much more work is needed
on the system of allocation of resources, harmonization of tax rates
in relation to pollution, installation of a more serious system of con-
trol and collection, as well as the abolition of incentives for those
goods and services that have a direct negative impact on the eco-
system. What is most important, in addition to continuous and ded-
icated work on improving the existing protection system from an
economic, normative or political aspect, we must also act to raise
awareness of the humanistic aspect, that is, the aspect of human
rights and the survival of future generations, in these areas.
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