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The increased capacity to process and transmit information,
and the associated tradability of services, has led to the globalization of production

in both goods and services. Companies are now able to locate the production of individual
components and business services in geographically separated locations and

to assembly a product in different places, thus taking the leverage of the location
advantages each place has to offer, and creating the new borderless market.

This article analyzes the new role of the governments and diplomacy provoked
by the globalisation impact on all economy sectors, especially on service and market

communications industry, and emphasise the power of the international fairs as
an instrument of economic and foreign policy.
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1. Introduction

"Distance is dead" as Tom Peters claims in
his The Circle of Innovations'. "We are all next door
neighbours. We all have heard of the global village,
maybe the village is too big, try the global mall! The
death of distance will probably be the single most
important economic force shaping society in the first
half of the next century", 2 emphases Peters in such a
metaphoric way the huge globalisation impacts on
the world economy, strongly influencing market com-
munications sector as well.

The recent changes in communication trends
imply that the mass marketing operations for many
products and moreover for services cede the advan-
tage to direct marketing as one of the communica-
tions tools that is addressing directly to an individual.
Being aware of its strong supporting role in the brand
creating, the future of direct marketing lies in the
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more efficient usage of the different media channels,
such as e-mailing, and especially the Internet, which
can be considered as speeded up direct marketing'.
And in the fairs, as the most personal and live chan-
nel that supports and promotes overall trade, domes-
tic and international.

While analysing the economic and interna-
tional relations, many authors emphasize the funda-
mental role of the Government, suggesting employ-
ment of the business approach in the governance, as
a starting point of all necessary changes, in order to
make a solid framework for national competitive-
ness. They are especially highlighting the need for
boosting productivity in the public sector to enable
economic growth", Services are at the heart of the
new economic revolution, since they drive economic
activities based on the new production paradigm.
They provide the basis for the innovation in tech-
nology and design that is central to global competi-
tiveness'.

No country can be successful in its effort to
adapt new technologies to its own needs, or to link
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itself to the broader global economy, without estab-
lishing the basis for a thriving, productive, and in-
novative services industry. Regulatory reform and
liberalization of trade in services are crucial tools
for achieving this objective, because over-regulation
and restrictions on entry by foreign service provid-
ers inevitably result in low quality, high cost, and
outdated services".

An indication of the economic benefits of
regulatory reform can be seen from the U.S. experi-
ence in reducing the level of government regulation
in key sectors such as telecommunications, transpor-
tation, financial services, and energy, resulting in
substantial reduction of costs and prices in these see-
tors'.

But the Government cannot hope for devel-
opment without business, and the business needs
national administration, as well as supporting con-
ditions to be successful on the international glo-
balized market.

According to one of the late Roland Berger
Strategy Consultants" research Croatia is the only
SEE country (among Poland, Czech Republic, Aus-
tria, Hungary and Romania) in which top managers
see public administration, education and the legal
system reform as top areas for action in order to im-
prove and achieve successful business. This study
was based on interviews with leading Croatian top
managers that have proposed necessary measures for
the improvement of the Croatian economy in the next
10 years. Top Croatian managers also consider that
globalisation trends as well as the energy spending
efficiency will have the highest impact on the world's
economy in future. The expansion will have the high-
est priority in Croatian companies' future strategy
development related to the business growth, backed
up with the internationalisation of business toward
the eastern and central Europe, as well as the west-
ern, but still neglecting the Asian market potentials.

At the time being, the main aspects with the
strongest impact on the business in the national
economy are weak financial discipline of the Gov-
ernment that slows the future investments in growth
areas, and the fact that there are no investment ini-
tiatives to contribute to the attractiveness of Croatia
on the international level.

Respecting the SE Europe as a key economic
area in the CEE, where the race for the top position
in many industries is still going on, this region has
the third strongest economy in the CEE, but is nev-
ertheless often neglected. Croatia has some key ad-
vantages as compared to other countries in South-
eastern Europe", such as a sound infrastructure and

being the interface between the two key pan-Euro-
pean corridors V and X, which provides an excel-
lent basis for doing business in the entire region.
Additionally, the diversity of climate, terrain and soil,
allows a wide variety of agricultural products, while
low pollution promotes environmental production.
As one of the oldest and most beautiful tourist desti-
nations in the Mediterranean, Croatia has been cat-
egorised as one of the tourist destinations in Europe
with the fastest growth rate, which along with a fa-
vourable geographic location allow for the further
development of the transportation infrastructure and
transport industries as one of the important factors
for the entire economic and social development of
the country, thus making our country even serve as a
role model for other SE European countries.

However, there are also problems that domes-
tic and international companies must face when do-
ing business in Croatia. These include different busi-
ness culture, inane rules and regulations, bureauc-
racy and high taxes.

As the Republic of Croatia is included in a
group of States with a small and open economy,
which is to a great extent associated with other for-
eign markets, all tools should be used in order to
help our business community and the national
economy meet the required growth rate. Fairs are
boosting business internationalisation, as one of the
keys to a successful economy. Furthermore, the role
of international fairs will be introduced as one of the
powerful tools for such a purpose, especially when
joined with diplomatic activities.

2. Economic Diplomacy
in Interconnected World

2.1. Modern Diplomacy

The concise explanation of contemporary for-
eign policy and diplomacy defines diplomacy as the
mechanism of representation, communication and
negotiation through which states and other interna-
tional actors conduct their business 10.

Though the economic or commercial activi-
ties have always been one of the components of the
diplomatic service, their role, methods and goals were
determined by the actual moment in history. As
nowadays globalisation has transformed the organi-
sation of the international economic relationships
around the world, affecting both political and eco-
nomic spheres, the traditional state-to-state diplo-
macy is being fragmented. In competition for the
foreign direct investments and trying to improve the
competitiveness of the national economy, many coun-
tries expect diplomats to serve their national inter-
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ests in the economic and business spheres more ef-
fectively. This new attitude requires that diplomats
specialise in economic diplomacy, even in commer-
cial diplomacy" as highly oriented to the specific
trade activities.

2.2. Economic and Commercial Diplomacy

In today's globalized world, characterized by
economic interdependency of different countries,
economy has become the decisive element in inter-
national relations. It is the "measurable" component
in determining the level of relationships among coun-
tries, and it dictates direction, content and intensity
of political relationships among countries. Therefore,
economy has gained the central role in diplomatic
activities, the borders between traditional political
and economic diplomatic activities are becoming
ever thinner and their synergic operation more pro-
nounced, while the term "economic diplomacy" ex-
pands beyond the conventional limits of its scope
and field of activity".

Modem diplomacy is becoming an integrated
discipline which needs to understand the dynamics
of international relations in the political and eco-
nomic areas as well as mutual interaction and inter-
dependence of both. Functional limits of integrated
diplomacy are polyvalent, whereas each specific dip-
lomatic activity on the political or economic levels
affects the other. This approach emerges in bilateral
as well as in multilateral relationships".

The new roles delegated to post-modem di-
plomacy require new skills and knowledge. As Saner
and Yiu see", divergent diplomatic roles can be di-
vided in state and non-state actors. State actors are
economic diplomats and commercial diplomats. Non-
state actors are corporate diplomats, business diplo-
mats, and national and transnational NGO diplomats.

The term economic diplomacy refers to the
diplomatic service activities focused on the increas-
ing of export, attracting foreign investments and par-
ticipating in the work of international economic or-
ganisations, i.e., the activities generally focused on
the affirmation of economic interests of a country
on the international level", It is concerned with eco-
nomic policy issues. Economic diplomacy is some-
times called "economic statecraft?".

Economic diplomacy is an active and inter-
connected factor in integrated diplomacy, where the
lines of division between functional areas are blurred,
and each sector influences the other". Economic dip-
lomats monitor and report on economic policies in
foreign countries and give the home government
advice on how to best influence them.

Though the economic component is included

in the fundamental guidelines of the State foreign
policy, the true role of economic diplomacy in inter-
national relations, its range, work methods,
multifunctional aspects and the effects achieved de-
pend on the perception of modem diplomacy in gen-
eral; the potentials that a country has to develop re-
fer to the necessary infrastructural network, and also
to the direction of economic and social development
a country wishes to pursue in the context of globali-
zation. A clear standpoint on these issues dictates
the appropriate positioning of economic diplomacy
and its activities in the structure of public adminis-
tration as well.

Government can sometimes sustain the na-
tional economic development by providing support
to their own enterprises in form of advisory or legal
assistance and export incentives. In order to help and
support home country's business and finance sec-
tors in their pursuit of economic success and coun-
try's general objective of the national development,
well developed and export oriented economies are
establishing the international networks of commer-
cial diplomatic missions".

Commercial diplomacy is diplomacy with a
commercial twist'? - diplomacy designed to influ-
ence foreign government policy and regulatory de-
cisions that affect global trade and investment. In
the past commercial diplomacy concerned itself
largely with negotiations on tariffs and quotas on
imports. In today's more interdependent world, trade
negotiations cover a far wider range of government
regulations and actions affecting international com-
merce - including standards in health, safety, envi-
ronment, and consumer protection; regulations in
banking, telecommunications and accounting; com-
petition policy and laws concerning bribery and cor-
ruption; agricultural support programs, and indus-
trial subsidies. Commercial diplomacy encompasses
the whole analysis, advocacy, coalition-building and
negotiation chain that leads to international agree-
ments on these trade-related issues".

Commercial diplomacy implies the work of a
diplomatic mission involved in supplying of infor-
mation about export and investment opportunities
and organising and helping to act as hosts to trade
missions from home, including the promotion of in-
ward and outward investment as well as trade. Be-
ing aware of the international trade and FDI impor-
tance to national economic development, the gov-
ernment thus step up the efforts in strengthening their
commercial representation in a major trading part-
ner country.

Commercial diplomacy includes all the activi-
ties related to analyzing, developing, negotiating and
implementing trade agreements. Professionals with
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the unique set of skills associated with commercial
diplomacy are in demand not only in trade minis-
tries, but also in many other government departments,
in private corporations, in industry associations, in
other non-governmental organizations and in inter-
national economic institutions. The shortage of well-
trained professionals is particularly acute in devel-
oping countries and transition economies, which face
a severe shortage of experienced professionals in the
field and lack the institutional capacity to train them.
Training professionals in the skills of commercial
diplomacy is thus a new challenge for the global trad-
ing system that needs to be addressed.

The commercial diplomats must give a mar-
gin to the various Chambers of Commerce and Busi-
ness Associations present, but must also be prepared
to assist visiting businesspersons to find their way
around, to reply to specific queries and generally
provide background information that will enable
them to assess the local market and contact the right
people. They must also be able to provide up-to-date
knowledge of markets, how they are structured and
who operates them; keep a close watch on the call-
ing for tenders as well as a keen eye for promotional
opportunities. Trade diplomats must understand the
host government's legislation and attitude to com-
mercial relations. So, while concentrating on their
own country's interests, which is their prime con-
cern, diplomats will also deal with enquiries in the
opposite sense from local businessmen, and these
they will do their best to satisfy in the interests of
good bilateral relations".

Commercial diplomats offer both services in
this important sphere of diplomacy. This new breed
of diplomats combines the role of diplomat with the
role of economic manager. They are specially trained
diplomats or representatives of chambers of com-
merce of trading associations seconded to national
embassies located in important foreign markets. The
excellent example of joined commercial and diplo-
matic activities in Croatia provides the Austrian For-
eign Trade Office, one of 108 around the world that
is a part of Austrian Chamber of Commerce Net-
work".

The practice of commercial diplomacy re-
quires the following set of professional skills":
knowledge offoreign languages and cultures, cross-
cultural negotiation and consensus-building, legis-
lative strategy and advocacy, media strategy and
public relations, development of integrated negoti-
ating strategies and investigation of issues and re-
search into new areas of knowledge.

Small economies such as Croatian could not
afford to support and service such a deep specialisa-
tion in roles of its diplomatic activities, despite the

ongoing empowerment in our economic counsellors
network, so all our diplomatic representatives are
forced to adopt the necessary knowledge in delegated
maters as soon as possible and to cover the lack of
specialization with more effort and efficacy in order
to accomplish and achieve the required goals and
tasks.

The international trade and other areas of in-
ternational economic relations are increasing in im-
portance, and are one of the driving forces for the
economic development. Looking at the business in-
ternationalization as a key to success especially to
small and medium size economies, it is important to
highlight the outlook to the fairs and exhibitions, as
the oldest trade and communications instruments
known in business. Due to their international char-
acter, fairs bring together domestic and foreign busi-
ness partners and contribute to a better understand-
ing among nations. Many fairs have a high percent-
age of foreign exhibitors and visitors, thus serving
as an instrument of export promotions, enabling vari-
ous opportunities for initiating and often concluding
export transactions. Besides, fairs offer politics the
opportunity to create a strong image internally and
also serve to focus on new initiatives in foreign
policy. This chance is often exploited on the occa-
sion of fair's opening ceremonies.

Though the fairs are more closely related to
commercial diplomacy and its activity, their capac-
ity will be further examined as within the scope of
wider economic diplomacy activities.

3. Commerce - A Bond between
Fairs and Diplomacy

3.1. Fairs Overview

According to a group of authors", the fair is
defined as a place of concentrated supply and de-
mand of a particular industry or a segment of indus-
try, as well as a venue of the most direct personal
contact and business communication, innovations,
presentation and information. The basic elements of
the fair are the presence of suppliers/exhibitors of
previously defined products and services/exhibits and
buyers/visitors at a defined space within a determined
time interval. Fairs have all the features of projects:
they are unique, time determined and goal-oriented
tasks with precisely defined procedures, resources
and components.

The categorization of fairs is based on several
fundamental includes the following types":

1. According to the area of influence the fairs
are divided into: international - if they have min.
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10% of foreign exhibitors and 5% of foreign visitors
(a); national- if they do not have international par-
ticipation (b); local/regional - mostly consumer
goods fairs (c).

2. According to the extent of the exhibition
program the fairs are divided into: general- display-
ing both consumer and capital goods and services
out of a wide range of industries sectors (a); special-
ized - displaying a particular range of products and
services out of a specified industry sector for two
kinds of visitors: trade shows are for professionals
and public shows are for consumers (b); conventions
- fairs that integrate congresses, conferences, work-
shops, events attracting the interest of professionals
and general public (c); virtual fairs - appeared in
late nineties, as a prolonged version of the fair dis-
playing on-line fair catalogues and links to exhibi-
tors companies (d): EXPO - world expositions with
countries participating as exhibitors (e); Trade marts
- trade centres with permanent exhibition program
for professionals, as a modified fair form (f).

The unique feature of the fairs and exhibitions,
their substantial advantage, the core competence re-
lated to all other marketing tools and communica-
tion channels lies in the interaction of all five senses
at once: sight, hearing, taste, touch and smell. Such
a combination creates an inimitable experience of
products and services. As for the human permanent
need for information, live contact and communica-
tion, the TF&P6 industry successfully meets the
challenges of new technologies and communication
achievements.

Since fairs and exhibitions actually overlap in
many areas, the UPI has advocated the basic termi-
nological distinction": trade fairs are market events
of a specific duration, held at intervals during which
a large number of companies present the main prod-
uct range of one or more industry sectors and mainly
sell it on the basis of samples. Trade fairs predomi-
nantly attract trade and business visitors. Exhibitions
are market events of a specific duration, held at in-
tervals during which a large number of companies
present a representative product range of one or more
industry sectors and sell it or provide information
about it for the purposes of sales promotion. Exhibi-
tions predominantly attract the general public.

Fairs or exhibitions, events, roadshows, show-
rooms and presentations, they all belong to the live
communication instruments family, based on com-
municating the message via direct dialogue with the
customer". Authentic worlds of experience, where
people and brands meet, serve as a vehicle to put
across the values of products or companies convinc-

ingly and, for the individual, to bring the brand im-
age to life in a tangible way. Live communication
facilitates personal interaction with customers and
non-customers, enabling communication to be indi-
vidualized to a very large extent.

The reason to increase the importance of live
communication in a world dominated more than ever
by electronic media one can find in the trend of indi-
vidualization, product homogeneity, emotions, and
maybe overall high-touch over high-tech communi-
cation.

3.2 Zagreb Fair's Impact
on Croatian Diplomatic History

Looking back at the fairs history the first fair
sites organized in Champagne region in the 12thcen-
tury, triggered a development that continues to the
present day and have contributed decisively to the
development of European trade and industry over
several centuries". From that time on fairs have the
same particular feature: the concentration of trade at
one main site that attract merchants and dealers, thus
enabling international trade commerce to evolve.

Croatia has contributed to the world's TF&E
industry to a great deal, thanks to the Zagreb Fair, a
hundred-year-old fair organizer that operates con-
tinuously since 1909, established under the name of
the Zagreb Trade Exhibition. Continuing Zagreb's
long mercantile tradition that goes back to 12423°,
when Golden Bull issued by King Bella IV pro-
nounced Zagreb a free royal city, giving it the right
to hold fairs. Ever since, fairs have become the part
of Zagreb's tradition, linking people and economies.
20 leading European international trade fairs,
namely: Bordeaux, Brussels, Budapest, Cologne,
Danzig, FrankfurtlMain, Leipzig, Ljubljana, Lvov,
Lyon, Milan, Nizhny Novgorod, Padua, Paris,
Prague, Reichenberg, Utrecht, Valencia, Vienna and
Zagreb, on April 15, 1925 founded Union des Foires
Interantionales (UPI). UPI is the head association of
the world's leading tradeshow organisers and fair-
ground owners, as well as the major national and
international associations of the exhibition industry,
and its partners.

Zagreb Fair's international trade fairs and ex-
hibitions have been the first point of introduction
for many products and services, both domestic and
foreign. As a neutral marketplace in which many
countries have successfully re-established even ru-
ined relations, Zagreb Fair with its activities links
Croatian companies with the business worldwide,
promoting the national economy in close coopera-
tion with national and international institutions. With
its successful organization of the Croatian exhibi-
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tors participation at international fairs abroad and
the organization of trade missions throughout the
world, as well as the events organized at the Zagreb
Fair ground, Zagreb Fair has justly earned the name
of the biggest Croatian business embassy, thus con-
firming its important role in the Croatian economic
framework for sustained development.

However, looking back to the history of di-
plomacy, the origins show that commerce was the
fundamental stimulus for crossing the national bor-
ders and developing interaction among nations. His-
torical sources confirm the existence of intensive
commerce regulated by trade agreements among the
civilizations of ancient Egypt and West Asia as early
as in the 14th century". Trade between the Old World
and the New World flourished due to the European
colonisation of Asia and the discovery of rich South-
American coasts. The Dubrovnik diplomacy, protect-
ing its territorial, but also commercial, interests, used
carefully designed diplomatic mechanisms. In other
words, commerce was the cause for establishing the
first inter-state relationships and agreements. There-
fore, commerce is constantly connecting fairs and
diplomacy.

3.3 Economic Diplomacy Activities

Today, the improving of commercial and eco-
nomic relations is in the very centre of diplomatic
activities. The basic causes behind this return of di-
plomacy to its historical sources can be found in the
following facts": in the majority of developed coun-
tries, the share of foreign trade and investment in
the GDP, especially after the Second World War, is
constantly growing in comparison with domestic
production (a); the implementation of economic re-
forms in the processes of market-oriented economies
of the developing countries, as well as development
strategies based on strengthening export, contributed
to a faster integration of a large number of countries
into the global economic trends (b); the globaliza-
tion of commerce and business - relocation of pro-
duction and services, created the need to activate
multilateral regulatory and coordinative mechanisms
(c); the expansion of regional trade agreements with
the aim of eliminating barriers to international com-
merce and investment processes - EU, CEFTA,
Mercosur, NAFTA, FTAA and others -modified their
original role and scope significantly (d).

Activities of modern economic diplomacy fo-
cus on achieving specific economic goals of a coun-
try on the international level, whereas the fields of
activities are interdependent and their borders very
fluid and rather difficult to define, especially with
the concept of integrated diplomacy. Economic di-

plomacy activities can be divided into the following
basic areas of work":

1. Promoting export;
2. Promoting investment;
3. Transfer of technologies;
4. Management of technical support Idevel-

opment collaboration - which is significant from the
standpoint of the countries receiving support as well
as from the standpoint of the countries and interna-
tional organizations providing it;

5. Promotion of the country - which is the
basis for all the above mentioned areas, and includes
the creation of a positive image of the country, brand-
ing, tourism promotion, etc.

Including the political influence and relation-
ship, economic diplomacy wider perspective encom-
passes: promotion of the international trade and in-
vestments, improvement in the functioning of mar-
kets, reducing of the costs and risks of cross-border
transactions, achievement of the internationally ac-
cepted standards, securing the private property rights,
developing the international telecommunications,
energy and transport networks".

Respecting the fundamental principle of pub-
lic administration, the main function of economic
activities of diplomatic missions in the export pro-
motion is to provide help and to encourage domestic
companies to overcome obstacles arising from the
ignorance or an inadequate knowledge of foreign
markets. The exporting companies should be pre-
pared and ready for export, having a developed prod-
uct distribution strategy for the specific market,
worked-out marketing activities and the export ca-
pacity, while the role of economic diplomacy is not
to be a substitute for direct organization of export
activities of a company on a foreign market or busi-
ness talks between trade partners.

All the countries of the world, underdevel-
oped, developing or well developed, competing at
the global market, are racing to attract foreign direct
investments. Though in a large number of countries,
the activity of promoting foreign investments is
within the competence of national agencies for in-
vestment promotion, promoting investment is espe-
cially emphasized in diplomatic missions' activities
as very important, because of their extensive knowl-
edge about the recipient country and a developed
network of contacts.

Almost no aspects of international relation-
ships: bilateral, regional or global exist without be-
ing linked to the image of a country. The way in which
a country is perceived in the world significantly in-
fluences its inter-state relationships on all levels. The
creation of a suitable perception of the country is

I
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the very essence of the tasks of diplomatic missions,
foreign affairs ministries and professional diplomats
in general.

The importance of all synergic effects of the
diplomatic missions' activities scope is reflected in
the application of integrated diplomacy system. Par-
ticularly, the coordination of political and economic
activities, cultural promotion, consular work, rela-
tions with the media, relationships with the emigra-
tion and other areas of work of diplomatic represen-
tation offices, in the function of a wide-ranging pro-
motion of a country and creation of its positive im-
age in the recipient country, are bases of an inte-
grated diplomacy.

Such a proactive approach to diplomacy re-
quires giving special attention to the creation of the
desired image of their country, since positive per-
ceptions of national identity are certainly a basis for
a more dynamic and easier development of economic
relations. Fairs are more than a suitable tool to fulfil
the task with their interactive feature and represen-
tation and communication ability.

Meeting and matching to all five main roles
ofthe economic diplomacy, the fairs provide oppor-
tunity not only for promoting, but for launching, as-
sessing, researching, learning and interacting with
and within business community, accelerating the sell-
ing process and generating new sales and relations,
enabling the opportunities for establishing new alli-
ances and joint ventures. Moreover, fairs are like
privileged forums, offering the opportunity to meet
business and political community members, as well
as the media representatives, all gathered at a fair
venue at the same time, for the purpose of exchang-
ing the information and communicating.

The diplomatic work related to the economy
could be organized in a range of fully active engage-
ment of the ministry of foreign affairs":

1. in the unified model, the MOFN6 is the
major protagonist and creator in the pursuit of the
economic interests of a country on the international
level;

2. in the partial unification model the minis-
try of foreign affairs operates through institutional-
ized cooperation with the institutions competent for
economic strategy development, promotion of ex-
port or attracting investments, such as economic de-
velopment committees or agencies for the promo-
tion of export and import, and has a coordinative
function in the process;

3. in the passive monitoring model the role of
the MOFA can be only monitoring of the situation
and providing logistics and political support by dip-

lomatic missions, while the agencies for the promo-
tion of export and investment working abroad
through their branch offices are in charge of opera-
tional tasks in promotion of export and investment;

4. in the competition model MOFA and de-
partmental institutions - department ministries, ex-
port agencies, professional associations and alike -
have overlapping areas of competence in the export,
attracting investment, organizing negotiating plat-
forms or representing and leading negotiations in
international organizations. Such a system often cre-
ates misunderstandings regarding the definition of
competencies in specific cases, and fragmentation
of activities on the international level.

The model used in a specific country is a re-
flection of the governing structure's perception of
modern diplomacy and, consequently, of the posi-
tioning of economic diplomacy and its implementa-
tion within the structure of public administration. The
interference of many protagonists often disables the
existing diplomatic structure to fully contribute to
the affirmation of the economic goals of a country.
But any of the models implied should not neglect
the faculty of the international fairs, though their
scopes incite, support and match the economic di-
plomacy activities so conveniently.

4. The Power
of International Fairs

4.1. Fair Functions

The basic function of every fair or exhibition
is to join supply and demand, provide information
and show technical trends and developments. Though
being highly multifunctional, the fairs" have their
main business and economic roles:

1. they are used as a means for realizing many
objectives, such as strategic (a) or communicational
ones (b). The strategic goals could be conquering
the new markets, benchmarking of self competitive-
ness, shearing of information, defining possibilities
of co-operations and alliances. The communication
goals could be: establishing of personal contacts,
finding of new potential customers, launching of a
new product or service, creating of a sales network,
tending of existing contacts, assessment of possible
price alterations, introducing innovated products or
prototypes and testing of their acceptability;

2. the fairs are promoting development of in-
dustries or stimulating some segments of industries
by using the synergy created through the concentra-
tion of economy, science, branch, authorities, con-



40 CROATIAN INTERNATIONAL RELATIONS REVIEW

sumers and the media at one spot during the run of
the fair;

3. the third role offairs is the ability to create
multiplying effects for destination;

4. with their special ability fairs can partici-
pate in branding of the states and their economy and
help create and improve the national image;

5. finally, fairs have an inevitable role in sup-
porting exports, being the direct marketspot where
national economic community meets international
demand.

Fairs are also an indicator of economic and
market trends, because they reflect market proce-
dures, types and scopes of market changes, as well
as directions and speed of future developments.

Despite the emergence of high-speed elec-
tronic communications methods during the 20th cen-
tury, fairs today continue to rank as one of the most
dynamic and effective sales and marketing tools in
existence. In the context oftoday's modern economy,
fairs continue to unite all market partners providing
a unique opportunity for personal contact. This is
truly the only marketing communications medium
allowing full exploitation of all five senses in an
environment of face-to-face interaction. The force
of the fair and exhibition industry in connecting
markets and companies is very strong, but often un-
derestimated.

Fairs" are the right place to achieve funda-
mental trade objectives, as they give opportunity to:
win new customers, cherish existing and loyal cus-
tomers, renew contacts with past customers, launch
new products or services, show and promote a full
range of products or services, generate sales, build
and increase company and brand image, consolidate
public relations and generate media interest.

Apart from doing business, fairs enable to:
learn more about the clients' and prospect expecta-
tions, get immediate feedback on product range and
corporate image, build and enlarge prospects data-
base, research the market and competition, assess
market potentials, keep up-to-date with innovations
and new technologies, maintain a presence in the
marketplace, locate possible agents or distributors
and initiate cooperation.

Consequently, the outcome of the fair possi-
bilities is providing outstanding marketing, brand-
ing, research, financial, sales and other fulfilments
of aims and objectives.

In terms of ROI, the fairs and investments in
fair participation is much more efficient than other
communication channels. In this respect, Brno fair
conducted a research" in 2006 for all CEFA mem-
bers, confronting the efficiency of fairs with other

communication tools. The results reveal that the time
one businessperson spends at a fairground is 5 times
longer than the time spent on reading the papers and
55 times longer than the time spent on reading printed
advertisements. Another research ofROI conducted
by the American MPI40 (Meeting Professionals In-
ternational) in 2005, comprised ROI in externally
organized events for Europe. It has shown the fol-
lowing: ROI for presentation in markets and
drugstores is 1%, for guerrilla marketing 1%, for
sponsoring sports events and competitions 2%, for
mobile marketing 12%, for conventions and semi-
nars 31% and for fairs 34%, the highest. An EEAA
(Exhibition and Event Association of Australia) sur-
vey showed that an average expenditure of 9% of
companies' marketing budgets in trade fair resulted
in a return of23% of business.

Furthermore, the power of the fair synergy,
created by the totality of the supply, events, branch,
science and educational programs, so concentrated
during the fair time, is not comparable to any other
separate gathering in the economy. Moreover, the
intensity of such a direct and focused communica-
tion, and the availability of the competent informa-
tion and professional data is incomparable to any
other communication channel effects.

Finally, since the TF&E industry is consid-
ered as an extended hand of the economy, it is im-
portant to emphasize that powerful fairs have a strong
and incentive impact on the particular economic sec-
tor involved in the fair exhibition program, as well
as on the host destination development, endorsed
consequently by introducing the so called fair city
concept.

4.2. Value of Fairs for Host Destination

Fairs are very useful for the host destination
in many different and not always visible ways, be-
ing without doubt, an important economic factor.
Beside the expenses related to the participation in a
fair itself, both exhibitors and visitors spend a large
amount of money during a fair for accommodation,
restaurants, transportation, entertainment and other
indirect services. These expenses do not only increase
the profits of the local businesses, but they also have
positive effects on the local employment while in-
creasing tax revenues. Studies" have shown that half
of the exhibitors' expenses remain in the exhibition
city or its surroundings, and that a visitor spends
between US$ 200 and 350 per day in the city. It is
also estimated that a fair brings six times the organ-
izer's revenue into the city/region. This effect is
called "indirect profitability".
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In addition, fairs and exhibitions serve as a
stimulus for the national industries and as a means
for improving the technological know-how and the
equipment, as well as for enhancing the import/ex-
port activities, especially for the less developed coun-
tries. The important fairs' role as a development fac-
tor of national companies' competitiveness and as a
highly incentive stimulator to the sectors of the
economy could be presented and explained through
the German concept called Messestadt? - The fair
city. This term is used by the group of German cities
that host fair ground centres in their marketing com-
munications. In 2007 ten major fair organizers in
those towns realized the income around EUR 2.65
billion. The German fair industry employs around
250,000 people, while the exhibitors and visitors
spend around EUR 10 billion on fair activities
yearly".

The overlapping of the fair program has been
institutionally regulated in accordance with AUMA,
the national association involved in approving of the
annual national fair calendar, and particularly the
product range of the branches to be displayed and
the dates and venues for each German fair. Thus, the
unnecessary internal competition between the fed-
eral states is being avoided, enabling Messestate to
live from their fairs and with them. The city struc-
tures follow completely the fairs' beat, aiming to
provide to the exhibitors and visitors the best possi-
ble and pleasant accommodation, arrival and stay in
the fair city. The transportation connections of the
host town with the major European receptive cen-
tres that serve intercontinental arrivals are intensi-
fied during the fair period. An extra and mainly free
transportation from airports and train stations to the
fairground centre is commonly available, while the
hotel guests can collect all the general fair informa-
tion as well as the city entertainment program on the
hotel check-in desks.

The obtained employment as well as other
cumulative and especially financial effects to the city
budget, induced by the running of one fair is highly
significant. For Zagreb, the induced revenue for the
City amounts to 11.7 units per each unit of the Zagreb
Fair's total income, as shown in the study conducted
by the German Infratestburke Institut in 199844. By
stimulating travel agencies it is possible to increase
the number of overnight stays at the venue, and there-
fore stimulate the intensity of consuming other serv-
ices, such as gastronomy, translation, traffic and other
services.

This concept provides and sustains huge glo-
bal acceptance of the German fairs as the industry
leaders, because the German economy succeeds to
keep its core and strategic industry sectors dynamic

and innovative, while the high share of the interna-
tional attendance at the fairs provides them with the
globally leading status in the most sectors of the
economy. This international component is a special
trigger for dynamism and innovativeness of German
companies and keeps stimulating and encouraging
them to raise their performances high enough to be
as much as possible globally competitive, and there-
fore dominate over each international fair's edition.

A very interesting example that practically
explains this situation could be the German automo-
tive industry, which prepares and launches its top
innovations and solutions in prototypes or final prod-
ucts of cars, engines or spare parts at IAA - the Frank-
furt Motor Show, one of the five major car shows in
the world, exploiting and thus benefiting from the
moment of the overall world car industry attention,
concentrated an directed at Germany during the show
time. The advantages that IAA induces to the Ger-
man automotive industry have a long-term impact
on the industry competitiveness.

Besides, the highly importance of a world's
leading specialised fair is that it is a very convenient
occasion for the national authorities to announce or
pronounce some new economic measures,
legislations or future changes in the related sector of
industry. This is another uniqueness of the special-
ized fairs and since they are highly multifunctional,
presenting the product or the company so widely and
thoroughly through the live contact with the attend-
ance, there is no other marketing tools alike, able to
reach their scope.

The power of effects created by the interna-
tional fairs for the destination is comparable only to
the world championships or the Olympic Games, in
terms of gaining the maximum attention of the sec-
tor displayed through the fair, and the focus of the
media during the fair time. A good example to sup-
port that claim could be found in the realized indica-
tors of the last Zagreb Auto Show", which regis-
tered the highest number of attendance at any fair in
the past twenty years, in total 215,393 visitors, ac-
cording to the authorized data provided for the Zagreb
Fair by the German auditing house FKM. The at-
tendance comes from 10 surrounding countries, while
the share of visitors coming from over 50 km scope
around Zagreb was almost 49%46. So it is not sur-
prising that the National Tourist Boards include fairs
into their strategic marketing plans as intrinsic ex-
ponents of the activities at the destination.

Because exhibitors and visitors generally
travel to participate in fairs and exhibitions, the
economy impact on this industry is significant and
results in higher engagement of gastronomic and
accommodation capacities, domestic carriers and
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international arrivals, cultural events attendance and
the intensity of the city transport. Besides, a major
fair is an important trigger for all types of marketing
communication, providing so many reasons for busi-
ness, authorities and diplomacy to meet and act in
the same direction, while meeting international at-
tendance as well as for all types of contacts, whether
they come from the commercial or political area.

5. Croatian Economic Diplomacy,
Fairs and Export Framework

5.1. Fairs and Government Perspective

Innovation and efficiency in the production of
services have become crucial to economic growth.
One of the most important challenges for govern-
ments in today's economy therefore is to assure that
its regulations in the services sector support innova-
tion and efficiency in the production of services. This
does not imply the elimination of all regulation, but
the reform of regulations that are not well targeted
at clear and objective social goals, or seek to achieve
such social goals in ways that hamper innovation and
competition. Regulatory reform and liberalization of
trade in services have thus become important policy
tools for stimulating economic growth in today's
economy".

The important thing is to be integrated into
the global market, but definitely on the basis of in-
terest and not necessarily dependent on regional
groupings, but on sharing an international outlook
and orientation".

Recognising that development of economic
relations strengthens the economic position of the
country, Croatian government started to place it in
the centre of its diplomatic activity, emphasizing pri-
orities of the Croatian economic policy": continua-
tion of the development of a stable and strong mar-
ket orientated economy; competitiveness on the
world markets; maintaining and strengthening mac-
roeconomic stability; and the continuation of struc-
tural reform in order to secure stable and sustainable
economic growth, in particular relating to exports
and increased employment. Special emphasis has
been placed on the creation of favourable business
environments, harmonised with the business envi-
ronments prevailing in the European Union, further
development of the institutions in the market
economy, promotion of private investment, promo-
tion of international competitiveness, as well as en-
trepreneurship and market freedoms.

The underlying economic aims are increasing
export, implementation of quality standards, com-
plying with environmental requirements and acquir-

ing cost efficiency. One of the current governmental
commitments is the conducting of reform in its ad-
ministration and public and service sector, with the
aim of increasing the attractiveness of Croatia to for-
eign investors.

In order to accomplish these tasks, since 2002
the Investment Promotion and Export Directorate
operates within the Ministry of Economy, Labour
and Entrepreneurship of the Republic of Croatia,
which is the competent body for the implementation
of the Law ofInvestment Promotion, that is, for giv-
ing promotion measures, tax and customs fringe ben-
efits, to local and foreign investors.

The main activities of the Trade and Invest-
ment Promotions Agency are aimed at proactive
searching, informing, attracting and realising quali-
fied investment projects, which include the produc-
tion of goods and services with high value added for
export, and those projects which generate new work
places.

For a successful Croatian economy, larger
GDP growth and living standards, as well as for the
increased employment, it is important to direct it to-
wards export. In this respect, the Croatian Export
Boost was presented in 2007. The main goal of the
strategy is to solve the key problems for increasing
export, such as small capacity, fragmentation of pro-
duction and poor competitiveness. Important empha-
sis is given to the establishment of six clusters for
export: water, small shipbuilding, textile-clothing,
ICT solutions, wood-furniture and mariculture-
Croatian fish.

Released as a project of the Ministry of
Economy, Labour and Entrepreneurship, in coopera-
tion with the Croatian Exporters Association,
Croatian Chamber of Commerce, Croatian Cham-
ber of Trades and Crafts, Association of Croatian
Employers and the Croatian Bank for Reconstruc-
tion and Development, the Croatian Export Boost
bypassed the involvement of the Croatian TF&E in-
dustry or the Zagreb Fair in any of particular activi-
ties.

Regardless of the current restructuring phase
of the Zagreb Fair, having the national fair ground
centre and holding international fairs is like half of
the trade mission already done, because many for-
eign countries representatives, in range of business
to politics will be gathered at one regional fair with
the long tradition, i.e. International Autumn Fair.
Such an opportunity provides excellent possibilities
for our business community members to get in touch
personally with all kinds of international partners,
and discover their intentions or new possibilities in
a fast and focused way.
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Moreover, aside of the exhibition part of the
fair, trade fairs are rounded with the rich accompa-
nying program, often with home government and
foreign participation, covering the branch topics on
both national and international, even on the global
level, which is also a great opportunity to perform
some business intelligence activities as well as the
benchmarking in a quiet and unnoticeable way.

Vice versa, by stepping to a fairground all the
foreign economic or diplomatic community mem-
bers get the overall impressions and potentials of an
industry presented on a fair, as well as about the coun-
try and its people, habits and atmosphere, as well.
Nevertheless, it is not unusual that on the occasion
of an international fair, some special business or
political treaty or agreement is signed, while the
home and foreign media representatives are operat-
ing on the fairground at the time of the fair.

Respecting those fair particularities, as well
as all the previously mentioned areas offair's influ-
ences on the economy, the national fair operator, the
Zagreb Fair has to be included into the national
framework for increasing the economic growth and
global competitiveness of the Croatian economy,
though it organises over 20 internationally recognised
fairs through the year that can provide intensive live
marketing communication, inevitable for a success-
ful export strategy.

5. 2. Fairs and Economic
Diplomacy Perspective

The underlined aim of Croatian economic de-
velopment is to increase export and direct foreign
investment. So, the Ministry of Foreign Affairs and
European Integration of the Republic of Croatia pro-
motes the economic relations between Croatia and
foreign countries and affirms the Croatian interests
in international economic organisations and integra-
tions. The Croatian diplomacy attaches pay particu-
lar attention to the matters of economic interest in
the international arena", aiming to achieve the na-
tional goals through cooperation with multilateral
economic organisations and integrations, implemen-
tation of international assistance projects and devel-
opment cooperation, and business research and eco-
nomic promotion abroad.

Beside all the mentioned areas within the
scope of the Croatian economic diplomacy, the pro-
motion and involvement in the promotion of the
Croatian economy as well as the country image
abroad are the bonding thread that joins economic
diplomacy and trade fairs activities.

The Internet and an interactive web site could
be very helpful for providing information support

and the administration of the Government program
for the promotion of export, attracting investment
and communicating with the national business com-
munity. But since it is not possible to have face-to-
face communications with a website, the live com-
munication surpasses all of the technology perform-
ance. So, fairs aim to and really can sustain national
foreign policy as well as serve as a platform for boost-
ing national products and services toward export,
opening the unnumbered possibilities for develop-
ing the new and solving the old problematic rela-
tions.

The fact that the Croatian diplomacy has in-
volved the economic counsellors to provide direct
logistic support in the organisation of Croatian eco-
nomic delegations and the presence of Croatian com-
panies at the international fairs in the receiving State,
to conduct and prepare economic presentations, semi-
nars, bilateral economic forums and other activities
meant for the economic promotion abroad, is more
than positive. But there is still space available for
improvement in coordinating and planning ofthe all
parties' activities in order to act in a more synchro-
nized and highly effective way, while promoting na-
tional or building up particular economic interest, at
home or abroad.

A trade fair is always a market for informa-
tion and opinions. So, the convenience of having the
particular economy branch representatives in a wide
range of professions, from manufactures to local and
national authorities and other target groups, all avail-
able at one spot, like one large economic (and politi-
cal) forum, should be exploited by economic diplo-
macy whenever possible as a powerful business and
marketing tool.

6. Conclusion

The world of trade and international commerce
is becoming more important and challenging every
day. Global markets are far more integrated and less
distant than ever before. Exports are the engine of
economic development and the driving force behind
the recovery of domestic economy. In this context,
companies are encouraged to expand their multina-
tional production networks, while governments are
negotiating extensive trade agreements.

This new global economy has created demand
for business executives and government officials who
can manage complex international economic rela-
tions effectively. Corporations need help in negoti-
ating joint ventures, contracts and sales agreements
with foreign companies, as well as in managing the
relationships with a wide range of governments
around the world. Governments need educated offi-
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cials who can negotiate agreements and who can help
to resolve conflicts among nations in a wide range
of commercial, social, environmental and other do-
mestic issues related to trade.

Economic diplomacy as management of the
mechanisms to achieve economic goals on bilateral
and multilateral levels is the key instrument for de-
veloping efficient collaboration on a global level. Pro-
moting exports, along with promoting investments is
the core of economic diplomacy activity. It is neces-
sary to underline the importance of a detailed export
strategy, as a defmed export portfolio of the mother
country, which has the need for support on the spot.

Consequently, the awareness of the objective
capabilities and needs, as well as the reality of the
moment and the circumstances of the environment
should be the basic step to enable a small business
economy like Croatian to become successful on the
globalized market. With the support of a reliable,
professional and efficient economic diplomacy, the
dedication of the Croatian Government to the crea-
tion of an export orientated economy and of a fa-
vourable climate for entrepreneurs, as well as the
development of technology and increasing the com-
petitiveness of domestic companies could become
an achievable goal.

The basic tasks of creators of a country's eco-
nomic development strategy at the international level
are the identification of its actual export capacity and
potentials on targeted markets, definition of a list of
investment priorities and defmite projects, definition
of target activities in the world focused on attracting
investors with a desired profile, designation of pri-
ority markets and methods of approach to these mar-
kets, developing strategies for economic promotion
in the recipient countries, and defining basic obsta-
cles to achieving the desired goals.

Based on such defined priorities the work of
diplomatic missions can contribute to the affirmation
of economic interest goals in the recipient countries,
so it is upon the Ministry of Economy, Labour and
Entrepreneurship of the Republic of Croatia, Trade
and Investment Promotion Agency, and other Croatian
institutions involved in the development of economic
relations in the international arena, to confirm the pri-

1 Peters, T. (1999), The Circle of Innovation, Vintage Books: A
Division of Random House Inc., New York, p. 1
2 Ibid 1, pp.3, the author is management and leadership guru
3 Bird Drayton (2008), "Show to the clients how to gain more on
invested assets" journal article-interview in Poslovni savjetnik,
July-August, no. 44/45, pp.31, the author is marketing manage-
ment guru.
4 www.mckinseyquarterly.com/governance/public-private part-
nership as a development engine
5 www.commercialdiplomacy.org/articles_news

ority markets, as well as export possibilities and in-
vestment interests, in order to direct the Croatian eco-
nomic diplomacy precisely in these areas and to
achieve the maximum work efficiency from our dip-
lomatic and consular network in the world.

Having the Croatian managerial opinion in
mind, as well as the current economic situation, it is
on the Government to enhance the implementation
of the national economic growth programme by in-
creasing the national competitiveness through creat-
ing sustainable developed jobs, decreasing the bu-
reaucracy and implementing and enhancing the qual-
ity of work in its departments. Focusing on active
marketing, promotion and managerial knowledge will
create the initiative for investments and help the
economy compete better on the international markets.

Since the Internet based technologies and e-
commerce revolutionize distribution of goods and
services worldwide by making world markets more
connected, reachable and global, the key to success in
the new interconnected economy lies in innovative
product design and engineering, innovative advances
in production processes, innovative marketing and
distribution, innovative customization, and innovative
strategies, but still and more than ever in live commu-
nications. Personal communications will continue to
grow in importance: while events, tradeshows and
promotions are clearly on the way up, classical ad-
vertising and sponsorship have fallen behind.

Fairs and exhibitions are one of the most com-
plex but irreplaceable communications tools, either
for promoting or presenting the new products and
services, as well as for maintaining or gaining rela-
tions. So, they should be used in the diplomatic ac-
tivities as often as possible with the aim of pro-
moting the national economic interests and the de-
velopment of a network of business contacts abroad.

The neutrality of the fair's arena, where nu-
merous members of business community interfere
with local and state authorities, both national and
foreign, should be used for developing, enhancing,
promoting and sometimes repairing national eco-
nomic goals achievement, and therefore are an ex-
tended hand for the national business and diplomacy.
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