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Slovenia: What People Know About Economy
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Abstract

The article shows Slovenians, similar to people from other transition countries,
did not have the opportunity to learn the legal aspects and functioning of market
economy in schools. Only after the historical changes in 1990s the opportunities
have occurred that mass media would take on their educational function. Small
shareholders are owners of up to 20 per cent of some companies but they did not
have enough knowledge about dealing with property. Authors tested these hy-
potheses, related to the population and companies, with a questionnaire.

Introduction

Slovenia has about two million inhabitants. The gross national product per
citizen amounts to 14 400 USD, which ranks the country on the 48" place among
the countries (The World Bank, 2000, pp. 10 - 13).

Slovenians inclined being thrifty, which is confirmed also by the Bank of
Slovenia’s statistics. The statistics show that they had as much as 1 200 billion
SIT in the banks and that in 2001 deposits increased even more (Banka Sloveni-
je, 2001). According to the review, at the end of 2001 the deposits were worth
1700 billion SIT. This is much more than the turnover of the Ljubljana Stock
Exchange (LJSE). For trading on the stock exchange, both individual and institu-
tional investors are important, be they noise traders, small-cap investors or mi-
cro-cap investors.'

A condition for proper decision making on investments is of course the
knowledge about dealing with funds. The problem in Slovenia is still knowledge
and the ability of citizens to deal with securities. In fact, many people have secu-
rities. They are owners of stocks of Slovenian companies. However, this is not
a consequence of trading on the stock exchange, but certainly the method of
privatization. Slovenians, similar to people from other transition countries, did
not have the opportunity to learn the legal aspects and functioning of market
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! Noise traders are individual investors who act on feelings rather than facts.
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economy in schools. Only after the historical changes in 1990s the opportunities
have occurred that mass media would take on their educational function.

Some data on the stock exchange also deserves attention. Trading on the ex-
change amounted to 348.64 billion SIT in 2001, which is 29.3 per cent more than
in 2000, with 320 157 business transactions made. Europe has more than 30
stock exchanges and trading here amounted to 6.49 billion EUR (The Economist,
2001, p. 63); 1 EUR is approx. 227 SIT.

The tradition of entreprencurs and private ownership was interrupted for
more than forty years. Public schools at that time did not educate from the stand-
point of the market-economy, thus people had no opportunity to obtain knowl-
edge about dealing with property and funds. Historical changes arose during the
crisis in Yugoslavia. In 1988, the government of A. Markovi¢ passed a company
law that explicitly allowed for private ownership. In 1989, the same government
passed a law on securities and a law on money and capital markets. On Decem-
ber 26, 1989, the LISE was again re-opened” and started operations on March
29, 1990. In June 1991, Slovenia proclaimed independence, in November 1991
the law on denationalization was passed and in 1992 the law on company owner-
ship reform. It was agreed to restructure companies in compliance with the Euro-
pean legislation. Based on the above mentioned law, the government decided to
distribute to all Slovenian citizens, born before the implementation of this law,
ownership certificates. The citizens have suddenly become owners of state (na-
tional) property and also shareholders of companies. Due to the method of priva-
tization used, today small shareholders are owners of up to 20 per cent of some
companies but, as a result of the already mentioned circumstances, they did not
have enough knowledge about dealing with property.

1. The Research

1.1. Research Goals

The aim of the research was to answer the following questions: ® How many
Slovenians even know about securities or about economics in general? Do these
problems even interest Slovenians? e To what degree do Slovenians keep up with
the activities of companies? e Does the media report the activities of companies? e
Do Slovenian companies have organized public relations departments? e Other.

Some of these issues are discussed here and some others are part of some
broader study including issues on the role of marketing and public relations in
public awareness related to corporate performance and securities trading. The

? Then still called the Yugoslavian stock exchange, joint-stock company, Ljubljana.
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hypothesis related to companies, namely, that Slovenian companies have depart-
ments that take care of public relations, was tested by an anonymous survey made
in September — December 2001. The questionnaires were sent to 272 orga-
nizations with the following criteria used for selection: (1) members (32 firms) of
the LISE; (2) companies that are issuers of common stock quoted on the stock
exchange list and free market list of the LJSE on August 31, 2001 (157 companies);
and (3) organizations with more than 300 employees on August 31, 2001, registered
as stock companies or limited liability companies and not issuers of common stock
quoted on the free market of the LISE (LJSE non-members — 131 companies). Sur-
veyed were 31 members of the LISE (joint-stock companies) and the questionnaire
was also used to survey companies that are issuers of shares traded on the organized
stock exchange market. On September 1, 2001 probably 115 common shares of
Slovenian companies were listed on the free market and 42 on the stock market. The
questionnaire was also sent to 110 companies who were issuers of common stock, to
all issuers of common stock on the stock market and to 68 issuers of common stock
on the free market in the year 2000. The companies selected according to the first
two criteria were surveyed in October 2001. The companies chosen according to
the third criterion were surveyed in December 2001. We sent the questionnaires to
131 companies and thirty questionnaires have been received.

Another survey was made in 2000 focusing on how much Slovenian know
about securities. In general, the research found, that ,,Slovenians know very little
about securities and dealing with them” (Ferjan, 2000). It was also found that at
least 30 per cent of employed Slovenians have enough monthly incomes that
allow for systematic saving.’ The research also found, how Slovenians assess the
security of individual types of investments. Ferjan found that: , The degree of
knowledge and the ability of Slovenian citizens to deal with funds does not in-
fluence the assessment of security. The assessment of security for individual
types of investments is influenced by past experience.“ (Ferjan, 2000)

The Central and Eastern European Privatization Network (CEEPN) was estab-
lished in Ljubljana in 1991. One of its activities is also research related to the im-
plementation of market economy in post-socialist countries. Marko Simoneti, in the
framework of CEEPN, prepared its research on the development of the capital mar-
ket in Slovenia® in 1999. The author found that Slovenians do not invest in shares of
companies any longer. Simoneti recognizes the following main reasons for this: (a)
the financial situation of the people does not allow for investment in shares; (b)
Slovenians do not know shares; (c) Slovenians do not know the stock market; (d)
Slovenians consider investing in shares too risky (Simoneti and Jamnik, 2000).

3 More about this see in Ferjan (2000).
4 More about this issue can be found in Simoneti and Jamnik (2000).
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1.2. Companies and Media

This part presents some results of the survey of the attitudes of companies
listed on the stock exchange towards small investors. A relatively small response
to the survey was evidenced since only 31 from 153 actors on trading on the
exchange replied. It was found that the surveyed companies give small investors
less importance than it is usual in abroad. As result, 9.6 per cent of the surveyed
replied that the importance of small investors is none, 45.2 per cent said that is
small and 25.8 per cent attributed medium importance. The rest give minority
investors greater importance. It was shown that among minority shareholders
also owners of up to 20 per cent of shares were from important companies. This
is more a result of privatization than of trading on the exchange. This is also
confirmed by the answers of stock broker houses. They state that little work is
done for minor investors. Less than half of the companies (38.7 per cent) com-
municate with minor investors, the rest do not. Different situation is abroad. It is
evident that Slovenians have somewhat conservative saving habits. They do not
make long-term investments in securities to such an extent, as they do in some other
countries. In some countries such a long term investing is much more developed.

1.3. Media and the Public

As mentioned, we test the hypotheses, related to the entire population, with
a questionnaire. The investigators surveyed 1221 people. First of all we were inter-
ested in how much people actually know about securities and dealing with them. We
found, that people have heard about securities and they might even be acquainted
with them. However, the majority of people is poorly qualified for dealing with se-
curities. Thus, for example, only 19 per cent of the surveyed can actually buy stocks.

We found also that more than half of the surveyed regularly or at least occa-
sionally follow the economic reports in the media. However, a small part of the
surveyed follow up on these reports regularly. The majority of respondents (33.9
per cent) regularly monitor foreign currency exchange rate. Fifteen and less per cent
of respondents, depending on the type of news, monitor news. This is interesting,
since Bole already proved in his research that the news publication affects the
stock market value on the stock exchange.

Conclusion

It was found that the position of small shareholders, knowledge of public
about investing and media reporting on economic issues in Slovenia is compa-
rable with the situation in neighbouring countries. The survey has shown that the
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extent to which media report on economic issues is suitable. Reports are regu-
larly monitored by less than a third of the people.

The results also show that all securities market public in Slovenia can be divi-
ded into ,,executive actors (insiders) and ,,public* (outsiders). The main charac-
teristic of insiders is that they have enough knowledge and experience and are
therefore qualified for operating on the market. On the other hand, the main
characteristic of outsiders is that they do not have enough knowledge for opera-
tions. Thus, this research finds that the majority of people in Slovenia do not
even have enough knowledge to be an actor in operations. This is why people for
example do not invest in securities. To improve the situation, the state should be
active in order to improve the knowledge of citizens to deal with assets. Thus, in
all public secondary schools in Slovenia the subject of economics was introdu-
ced in 1994. So all high school students can get basic knowledge on economics,
securities etc. Most of them, as part of excursions, visit the LJSE. Since the time
of schooling in Slovenia is twelve years, it can be expected that the majority of peo-
ple in the future will get the basic knowledge on economics. For seven years now
The Student Stock Exchange is being organized for student education with fictive
shares listed on the stock exchange and fictive trading with them. So far, in the past
five years more than hundred of Slovenian students were participating in this project.
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SLOVINSKO: €O LUDIA VEDIA O EKONOMIKE

JoZe FLORJANCIC - Marko FERJAN — GORAN VUKOVIC

Clanok prezentuje zévery empirickych prieskumov, tykajticich sa zaujmu slovinskej
populdcie o otdzky sivisiace s trhovou ekonomikou, a najmé s oblastou cennych papie-
rov. Sleduje, do akej miery obyvatel'stvo ziskava informdcie o ¢innosti podnikov a i
média poskytuju informéacie o ich vykonnosti.

Na druhej strane st v ¢lanku struéne uvedené vysledky zistovania, ¢i si slovinske fir-
my vytvorili komunikiciu s verejnostou. Vyskum ukazal, Ze Slovinci vedia len malo
o cennych papieroch a o tom ako ich vyuzivat'. S odvolanim na poznatky predchadzajicich
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vyskumov &lanok konstatuje, Ze Slovinci koncom 90. rokov nemali z4ujem investovat’
do cennych papierov, a to z dovodu ich finan¢nej situdcie, absencie poznatkov o tomto
produkte, ako aj o burze, a najmi vzhl'adom na ich presved¢enie, Ze takéto investicie su
prilis rizikové.

V otdzke médii pri pomerne malej reakcii respondentov (31 zo 153 subjektov) autori
zistili, Ze spoloCnosti prisudzuji malym investorom men§i vyznam, ako je beZné
v zahrani¢i. Vy$e polovica ich vyznam povaZuje bud’ za maly, alebo Ziadny. Uk4zalc sa
v8ak, Ze medzi minoritnymi akcionarmi boli aj zastupcovia velkych spolo¢nosti, ¢o je
skor vysledkom privatizacie neZ obchodovania na burze. Len menej ako polovica firiem
komunikuje s minoritnymi investormi. Na vzorke 1221 T'udi sa zistilo, Ze I'udia su zle
pripraveni na investovanie do cennych papierov a len 19 % z nich skuto¢ne akcie naku-
puje. VySe polovica opytanych v8ak pravidelne alebo prilezitostne sleduje ekonomické
spravy v novindch.



