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Abstract

This paper explores management consulting in Serbia, which is analysed
using the factors of its development. The most important drivers of
the consulting market development in Central and South-Eastern
Europe are the privatization and reorganization of state enterprises,
the enlargement of the EU to the eastern region and the liberalization
of national markets. The main goal of the research is to determine the
most important factors in the development of management consulting
in Serbia. Management consulting is in fact the result of managers' need
for integrated and complex business information. The basic idea of this
paper was to investigate in the empirical way the influence of certain
factors on the development of management consulting in Serbia. Empirical
research was carried out by gathering relevant data on a sample of 150
consulting organizations in Serbia. The target group of the research is the
management consultants who are included in the sample. The research
by survey was conducted by telephone surveys and direct interviews.
Factor analysis was used for singling out the factors that influence
the development of management consulting in Serbia. Factor analysis
has shown that the three most important factors in the development
of management consulting in Serbia are: managerial capabilities and
skills, project activities and transformation of enterprises and markets.
The aim of this paper is to point out key factors in the development of
management consulting in Serbia, inform economic stakeholders about
the importance of management consulting and the ways how to use it.

Keywords: management consulting, development factors, projects,
transformations, managerial capabilities.
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DEVELOPMENT FACTORS OF MANAGEMENT
CONSULTING IN SERBIA

Faktori razvoja menadzment konsaltinga u Srbiji

Sazetak

Ovaj rad istrazuje menadZment konsalting u Srbiji, koji se analizira
kroz prizmu faktora njegovog razvoja. Najznacajniji pokretaci razvoja
konsultantskog trZista u Centralnoj i Jugoistocnoj Evropi su privatizacija
i reorganizacija drzavnih preduzeca, prosirenje EU na istocni region i
liberalizacija nacionalnih trzista. Osnovni cilj istraZivanja je determinisanje
najbitnijih faktora razvoja menadzment konsaltinga u Srhiji. Menadzment
konsalting je upravo rezultat potrebe menadzera za integrisanim i
kompleksnim poslovnim informacijama. Osnovna ideja ovog rada bila
je da empirijski istrazi uticaj pojedinih faktora na razvoj menadzment
konsaltinga u Srbiji. Empirijsko istraZivanje je izvr3eno prikupljanjem
odgovarajucih podataka na uzorku od 150 konsultantskih organizacija
u Srbiji. Ciljna grupa istrazivanja su menadZzment konsultanti koji su
ukljueni u uzorak. Faktorskom analizom izolovani su faktori koji uticu
na razvoj menadzment konsaltinga u Srbiji. Faktorska analiza je pokazala
da su tri najznacajnija faktora razvoja menadzment konsaltinga u Srbiji:
menadzerske sposobnosti i vestine, projektne aktivnosti i transformacija
preduzeca i trzista. Ovaj rad ima pretenzija da ukaze na kljucne faktore
razvoja menadzment konsaltinga u Srbiji, obavesti ekonomske aktere
znacaju menadZment konsaltinga kao i nainima njegovog koris¢enja.

Kljuéne reci: menadzment konsalting, faktori razvoja, projekti,
transformacija, menadZerske sposobnosti.



Introduction

The analysis of the appropriate literature suggests that,
through history, many organizations significantly improved
their business performance, overcame the problems they
encountered, and became stable business systems with the
help of external experts [17]. Management Consulting is
a professional assistance in identifying, diagnosing and
solving problems related to various areas and aspects
of business and management of enterprises. It is about
supporting managers of companies to achieve their goals,
solve business and management problems, identify and
exploit new opportunities, increase their knowledge and
use it in the suggested changes. Also, consulting services
in relation to the establishing of enterprises, as well as
training and education of managers and employees are
included. Consultancy services may vary from case to case,
depending on the goals which should be achieved, but the
basic role is to increase the value and reputation of the
enterprise, i.e. client, through the process of consulting.
According to Ibatova [9] in the process of development
and realization of human resources, it is necessary to take
into account the harmonious individual development
of each employee, his or her qualifications, flexibility,
mobility, favourable social conditions, social activity and
improvement of the whole way of life.

Srinivasan [22] pointed out that Management
consulting is one of the earliest examples of outsourcing
and it is often described as a global phenomenon because
of numerous international consultancy firms involved in
the national and transnational business [19]. The demand
for consulting services is growing along with real needs,
and it is tailored by: privatization, evaluation of enterprises,
establishment of new small and medium enterprises
as the premise of faster market economy development,
new products, search for new markets, etc. The modern
approach to non-financial support for small and medium-
sized enterprises is based on the principle of building
a private local market of services for development of
businesses and this market meets the needs and financial
strength of small enterprises in order to create a long-term
sustainable, market-based solution. The role of local agencies

for development is gradually shifting from providing
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certain services to helping entrepreneurs in connecting
them with private providers of these services, improving
offer, range and quality of services for development of
business in a certain territory, and raising the awareness of
entrepreneurs about their own needs and the importance
of these services. Also, the analysing of the economic
parameters of countries, during the EU accession phase,
indicate that there were three main drivers at the same
time: harmonising economic and social system with
EU standards; economic development; maturing of the
consultancy market, FEACO [27].

Literature overview

The current environment of globalization, rapid technological
advances and economic turbulence have increased the
challenges that managers face and, therefore, there is a
need to find the right tools to meet those challenges [5].
Namely, technical progress does not circumvent any of
the aspects of human activities [29]. It can be said with
assurance that the business environment and conditions
are constantly getting more complicated [25], and
consequently the theory of doing business and management
is changing rapidly, and it is expected that the changes
will continue [18]. In such an environment, in order to
survive, enterprises must be constantly changing and
developing. Survival and development involve investing
efforts in re-evaluation and reaffirmation of the competitive
advantages of the enterprises and their positions on the
market. In order to achieve this, large and worldwide well-
known companies in the developed European market
hire well-known consultancy firms as a way of support,
allocating significant resources for this. Namely, the
management consultancy market grew on average 6.6%
per year while European GDP grew on average 2.1% per
year in the period 2013-2018, as indicated by the research
of the FEACO [28].

Serbia’s EU accession has imposed new rules in
society and way of doing business. Such changes are a
great prerequisite for the development of the consulting
sector. Enterprises try to improve competitiveness by
adopting of new products, technologies and services. It is

pointed out that certain management practices and ways of
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organization are not equally successful in different economic
contexts, because of GDP, economic cycles, investments and
ownership structure [2]. Therefore, the methods and tools
of management consulting are interpreted as competitive
advantages and as the main factor which contributes to
strategic, tactical and operational efficiency [10] and the
productivity of business processes [24], [31]. The need to
learn about certain individual business processes initiates
higher consulting involvement.

According to Djordjevic and Pecic [6] only those
organizations which respond quickly to contemporary
market trends and adapt to changes can remain competitive.
Under such conditions it is necessary to establish a
continuous education of managers as the basis of innovation
[16]. However, the long-standing crisis of the domestic
economy has led to a decrease in the accumulated capacity
of the enterprises. Under such conditions, there is no
substantial mass of resources needed for organizing the
research process, nor willingness to accept the financial
risks that these processes carry. The modest profitability
of the company comes from the reduced investment in
the activities of the development of research.

Consequently, the ability of the company to increase
its own capital on the basis of a financial leverage, i.e.
the difference between profit and interest rates, has been
reduced. Because of that management consulting is
considered as a variable that should take enterprises from
an inefficient business zone in an effective and profitable
business area. At the same time, the significance of the
relationship between consulting and management in
companies which operate according to modern principles
is emphasized [32]. Dzeletovi¢ et al. [7] think it could be
said that the organization’s ability is to initiate and operate
the activities and processes of ‘exploiting’ existing and
create new knowledge among the key factors in creating
the competitive advantage of organizations. In each
organization human resources represent the driving
force of the organization [23], and some studies prove that
the human factor is most crucial in the management of
business processes [33].

It is often assumed that management consulting
represents an important source of external knowledge

acquisition for enterprises [26]. The introduction of
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changes forces the employees of the organization to
adopt new knowledge, gather more information, come
to terms with new tasks, improve their skills, and often
change their work habits, values and attitudes. This also
includes changes in people - in management and staff, their
capabilities, motivation, behaviour and work efficiency.
Management consulting is an example of a professional
service in which reputation plays a central role on the
market between clients and labour [8].

However, all this cannot be achieved, at least not for
the desired period, without the help of those who have
already acquired large amounts of knowledge, gained
experience, and who can successfully transfer to others.
All this is possible because consultancy firms employ
highly qualified individuals and emphasize creativity,
innovation, autonomy, learning and development in
relation to work [12]. Also, consultants can interview clients
in order to measure customers’ satisfaction and identify
problem points in the value chain. It is important to have
acontinuous feedback, as indicated by the research of the
Center for the Study of Social Policy [4].

Management Consulting is a business model that is
used for complex, one-time and supplementary business
activities [21]. Namely, management consulting is one of the
important factors for the efficient allocation of resources of
the enterprises in Serbia and the improvement of business
practice. As a model of learning and development of
managerial skills and knowledge, it enables solving business
problems and improving the business performance of
enterprises in Serbia. New methods of making investment
decisions require creating a link between economic, social
and environmental resource allocation criteria. With the
help of consulting which takes into account the situational
approach in work, a balance can be achieved between:
economic efficiency, socially responsible business and
production standards. Consequently, the development of
a successful business model is based on innovations [20]
and the differentiation of the consultancy firm’s business
offer, which leads to creating a sustainable competitive
advantage [3].

Sustaining a creative consulting company, however,
requires balancing the conflicting demands between short-

term business development and long-term knowledge



creation [14]. Consequently, a proactive approach in
providing consulting services improves the efficiency and
effectiveness of hiring of consultants [1]. In the domestic
public consultancy services most often involve assistance
in creating a business plan which is needed for applying for
loans, or orientation training for potential entrepreneurs.
Entrepreneurs, when starting and developing their own
businesses, need help, first of all, in the form of non-financial
support, so that their companies will grow and stay on
the market. This can be seen in the consultancy services
which provide information, consulting, mentoring, and
training in various areas which are essential for doing
business. Entrepreneurs who start their own business
generally havelittle experience in managing an enterprise
and doing businesses and do not have formal education in
this field. Under such conditions, assistance and support in
the initial period can significantly increase their chances

of success.

Methodology of research

Empirical research was carried out by gathering relevant
data on a sample of 150 consulting organizations in
Serbia, and the criteria of factor analysis were met. Taking
this into account it is possible to come to appropriate
conclusions and generalizations. There we 126 involved
in the data analysis which were correctly completed. The
target group of research is management consultants who
are included in the sample. Survey market research was
conducted by telephone surveys and direct interviews.
The questionnaire is designed in such way to provide
sufficient data for the accomplishing the research task.
There were also issues that exceed the set framework,
and the answers are important for deeper understanding
of this issue. Empirical research was carried out in the
period between March and April in 2019. So-called SPSS
(“Statistical Package for the Social Sciences”) was used for
data processing and analysis. Factor analysis was used to
point out to the factors that influence the development of
management consulting in Serbia. Namely, factor analysis
is a multivariate process that enables to determine a
smaller number of basic variables which explain such

interconnection by observing a large number of variables

417

Management

which are correlated. These basic / latent variables are
known as factors [30]. Taking into consideration the state
of factors which influence the development of management
consulting in Serbia, as well as the experiences of countries
that have gone through transition and countries in the
region, the assumption about the most important factors
of development has come up: The three most important
factors in the development of management consulting in
Serbia are: privatization, development of small and medium

enterprises and EU projects.

Results and discussion

The survey covered alarge number of features which show
successful work of a consulting organization or consulting
team. These features were used in the questionnaire in a
way that it was expected from the respondents to evaluate
the value of each feature. Variables are questions from the
questionnaire. Each variable has a value from 1 (minimum
value) up to 5 (maximum value): 1) Privatization of the
enterprise, 2) Restructuring of the enterprise, 3) Market
liberalization, 4) Consolidation 5) Foreign investments,
6) Information technology, 7) Network of research centres
and universities, 8) Agency for development of small
and medium-sized enterprises, 9) Serbian Chamber of
Commerce, 10) Competition in the consulting market,
11) EU projects, 12) Managerial skills, 13) Education
of managers, 14) Development research activities of
enterprises 15) Structure of enterprises’ ownership, 16)
Business activity of enterprises, 17) Number of employees
in the enterprise, 18) Market share of enterprises, 19)
Financing of consulting services.

Kaiser-Meyer and Olkin suggest a test measure that is
named as MSA criterion - measure of sampling adequacy
[13]. This test measure is calculated on the basis of the
anti-image correlation matrix [30]. The MSA criterion
shows the extent to which the observed variables belong
toa common factor and thus serve as an indicator of how
good is the correlation matrix for factoring. The values of
the MSA criterion may vary between 0 and 1. Their value
is higher if: a) a higher number of variables are observed;
b) fewer factors; c) a higher number of participants; and

g) greater correlation between the observed variables.
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The following scale is proposed to evaluate the obtained
MSA criterion (Table 1).

Table 1: Scale for the evaluation of levels MSA

criterion
MSA >0,9 marvelous
(desirable value)
MSA>0,8 meritorious
(very good)
MSA > 0,7 middling
(quite good)
MSA > 0,6 mediocre
(mediocre)
MSA > 0,5 miserable
(very bad)
MSA < 0,5 unacceptable

(non-desirable value)
Source: Kaiser, 1974;

Kaiser’s criterion yields a result of 0.740, which is
a high value of the evaluation and it shows if the factor
analysis can be applied (below 0.5 no factor). Bartlett’s
test tests the hypothesis “The variables are unrelated”,
and then shows the probability that the hypothesis is not
rejected (Sig .000) (Table 2).

Table 2: Values of Keiser-Mayer-Olkin’s criterion and
Bartlett’s test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy .740

Approx. Chi-Square 546.534
Bartlett’s Test of Sphericity Df 136
Sig. 000

Source: Author’s calculation

It can be noted that the average value is higher than
0.7, so the Kaiser’s criterion is sufficient for determining
the factor, i.e. previous table. Also, in each case, the Scree-
plot criterion can be used. Namely, the Scree-plot shows
that there are six factors, as it has been determined by the
method of specific values, i.e. by Kaiser’s criterion. This
diagram shows the number of factors as the number of dots
until it turns into the so-called. “tail”, i.e. until the curve
turns into almost the right line. There are six of these dots
(from left to right). If you look at these dots, it can be see
that there is a slightly higher drop to the seventh point,
and then the line becomes almost completely straight.
Consequently, it can be concluded that we extracted six
factors. The starting point was the hypothesis: The three

most important factors in the development of management
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consultingin Serbia are: privatization, support of the Agency

for the Development of Small and Medium Enterprises and

EU projects. The findings are following: Factor 1 describes

32.26%, factor 2 describes 14.35%, factor 3 describes 10.89%,

factor 4 describes 7.3%, factor 5 describes 6.24% and factor

6 describes 6.01% of the issue which we are looking into.

In total, these six factors describe and explain 77.05% of

the issue in question.

We will accept the fact that variables which the
factor is consisted of are in correlation with the factor.
The coefficient of variables is higher than 0.6 (0.5 can
also be considered).

. Factor 1 consists of: managerial skills, Network
of research centers and universities, education of
managers, structure of enterprises’ ownership,
information technology, and development research
activities of enterprises

«  Factor 2 consists of: Agency for development of
small and medium-sized enterprises, EU Projects.

o Factor 3 consists of: Restructuring of the enterprise,
privatization of enterprises, market

o liberalization.

o Factor4 consists of: Business activity of the enterprise,
financing of consulting services.

o Factor 5: number of employees in the enterprise.

«  Factor 6 consists of: competition in the consulting
market, market share of the enterprises.

Variables are grouped into certain factors by their
nature, and that is what factor analysis is used for. The first
factor could be named: Managerial skills and capabilities.
The second factor could be called: Project activities of
enterprises. The third factor would be: Transformation
of enterprises and markets. The fourth factor could be:
Business-financial factor. The fifth factor is: Number of
employees in an enterprise. The sixth factor is: Competition
and marketing performances. The variables which certain
factors are consisted of can be supplemented by lowering
the criterion to 0.5, and then the presentation of each factor
would be more detailed. Taking into consideration the
results of empirical research, one can conclude the following:
The three most important factors in the development of
consulting services are: managerial skills and capabilities,

project activities and transformation of enterprises and



markets. The research led to a redefinition of the claim
raised by the starting hypothesis, highlighting other
factors because of the importance for the development
of management consulting in Serbia.

The results of the research show that the development
of management consulting in Serbia is determined by
the managerial skills and abillities that are necessary
for the transformation of domestic enterprises and the
market, as well as the accomplishing project activities. The
elimination of external restrictions and the return of Serbia
to international economic trends has led to a significant
increase in demand for new knowledge, experience and
expertise, including those in the form of consulting services.
In modern business, a great challenge for management is
finding alternative ways to improve the process of decision-
making [11]. There is specific interest for the programs of
rehabilitation and restructuring of enterprises, but also for
the formulation and implementation of the development
strategy and networking with economic factors in the
international market, introduction of information
technology, improvement of performance management
of enterprises’ basic functions, joint ventures, cooperation
in terms of technology, etc. Introducing and using new
management methods should contribute to expanding
the awareness, skills and approach of employees, as well
as to enable organizations to be more flexible and to
permanently improve their competence, competitiveness
and business success [15]. The introduction of market-
based business in Serbia is a stimulus for consultants to
expand the range of consulting services, because clients
need to prepare themselves to rationally use internal and

external professional and creative potentials.

Conclusion

The surveyed consultancy firms which operate in Serbia
undoubtedly point out that the greatest influence on the
development of consulting services in Serbia have the
following factors: managerial skills and capabilities, project
activities and transformation of enterprises and markets.
This observation clearly indicates what are the issues
consultancy firms and enterprises which use consulting

should focus on. It also indicated that the state should focus
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on the above mentioned because all the participants in
the process would benefit from the improvement in these
areas: consultancy firms would get more jobs (and therefore
more money, they would intensify its development); by
using the services of consulting companies, enterprises
would significantly accelerate their development and
improve performance; the state would, if nothing else,
get richer sources of financing the budget.

Consulting companies are increasingly aware of
the crucial importance of learning and knowledge for
their success and business. Their need to use knowledge
is emphasized in the analyzed literature on management
consultants and education management. When it comes to
knowledge, the value of intellectual capital is emphasized.
This approach highlights the economic value of human
capital, knowledge and other types of unreachable resources
for the enterprise. A part of the consulting knowledge
can quickly become outdated and lose value. That is why
it is necessary for a consultancy firm, as well as for the
client, that the management knowledge is constantly
being improved.

In modern business conditions, companies need to
improve the ability to organize their internal communication,
process and knowledge flows, all the way to continuous
management support through education and diffusion of
innovations. Knowledge sharing through management
consulting has proven to be an effective method for using

existing knowledge and facilitating its innovation.
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