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SUMMARY: Insurance companies as financial institutions and institutional investors occupy a particularly
prominent place on the global level. They also have a clear role in the market of Bosnia and Herzegovina,
which, although unregulated from an insurance perspective, has an impact on the economic development of our
country. This is primarily in the function of protecting business entities and individuals by accumulating funds
in the form of a fund from which significant funds are drawn to cover the risks assumed. The laws of supply and
demand rule the market, and insurance companies have the task of satisfying all interest groups in that process
but also achieving their goals. The race of insurance companies exclusively for insurance premiums is clear,
while the fundamental aspects of the insurance profession and the management of such companies are ignored,
without a clearly defined mission, vision and strategy. In conditions of constant and dynamic changes, managers
have no choice but to set and continuously review implemented business strategies to make effective long-term
decisions. The question is, how are managers prepared in every respect to respond to the challenging demands
of the market and the times we live in. Continuous learning is the best answer to such a question. Today, there
are various tools and methods used in strategic management. Unlike traditional methods, modern methods used
in strategic management of organizations deal with harmonizing activities set by the mission, vision and strategy
with the aim of improving internal and external communications, while constantly watching organizational
performance following strategic goals. This paper aims to investigate and decide which tools and practices of
strategic management are used by insurance companies in Bosnia and Herzegovina. The results of the research
consistently confirm the statistical significance of the impact of the level of professional knowledge and the
application of modern strategic management tools in relation to the total income or total expenses of insurance
companies. It was also seen that top managers of insurance companies do not have an important level of
professional knowledge in the field of management fundamentals, and their other education in this segment is
necessary.
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l. INTRODUCTION

In modern business conditions, the competitive success of a company depends primarily on its ability to engage
and effectively use its intangible resources, on the ability to quickly adapt to constantly changing environmental
conditions and to recognize and satisfy the changing needs and specific requirements of consumers or service
users before others. The use of traditional methods for measuring the performance and control of a company,
based primarily on a traditional system, is no longer sufficient in modern business conditions to meet the stated
needs of a company. As a result of the need for a company to have and use more adequate methods for
measuring business performance that would better respond to modern business conditions and modern
requirements for successful management of a company, a whole series of modern methods for measuring the
performance of a company have emerged. Research that has had an impact on the formation of a series of
performance measurement models in the past period, such as: the EFQM model of organizational excellence, the
works of Schreurs and Moreau, Brown, Keegan et al. or Fitzgerald et al. pointed out the fact that the use of
classical performance measurement methods based on the financial-accounting system of business operations is
not sufficient to understand the entire process whose goal is to make quality management decisions.In
organizations, managers most often ask themselves the following questions: How to formulate a development
strategy? How to implement it in work-operational actions? How to respond to constant changes and customer
needs? How to ensure the conditions for the organization to work stably in the long term and how to motivate
employees to be ready for all challenges?
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The conducted research aimed to introduce us to various strategic management tools used in insurance
companies, the level of their knowledge and their impact on certain dimensions of insurance companies in
Bosnia and Herzegovina.

1. LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT

Achieving optimal business results and organizational goals in a competitive environment, organizations opt for
the implementation of modern models and methods of strategic management. By including as many dimensions
and stakeholders as possible in the study of organizational performance, the Performance Prism was created,
which in itself represents a widely divergent view. However, with further development of the initiative, a
framework is formed and we also get a tool, or instruments, that provide managers with support in the process of
managing organizations. In this sense, in relation to the previously elaborated concept of the Balanced
Scorecard, which also represents a widely divergent view, it is also a framework and tool that provides managers
with support in managing organizations and which they can adapt to their needs.The EFQM organizational
excellence model was created in 1992 and was developed by the European Foundation for Quality Management
(EFQM). This model, like its American counterpart The Malcolm Baldridge Quality Award, was not primarily
developed as a framework for measuring performance but for the awarding of European quality awards. The
BSC and EFQM models are non-prescriptive frameworks or templates for measuring organizational
performance, with the BSC concept being more flexible for adapting to the specific needs of organizations.

Schreurs and Moreau (2006) proposed using a unified model for measuring organizational performance that
combines the BSC concept and the EFQM model of organizational excellence, with the primary role of the
EFQM model being in self-evaluation, and the establishment of indicators and performance measurement being
carried out through the Balanced Scorecard. Brown (1996), as the author of the Organizational Macro-Process
Model, pointed out a clear connection between the five phases of a business process and the performance
measures of those processes. The phases mentioned are: inputs, processing, outputs, results and objectives. This
model demonstrates how inputs affect processes and ultimately objectives. Keegan et al. (1989) developed the
Performance Measurement Matrix as a response to the need to introduce balanced measures of organizational
performance. According to this matrix, organizational performance measures are categorized depending on
whether they are cost or non-cost, internal or external.

Fitzgerald et al. (1991), presented the Model of Causality of Results and Its Determinants, which distinguishes

two types of organizational performance measures, those that are related to results (competitiveness, financial

performance) and those that are focused on the determinants of results (quality, flexibility, resource utilization

and innovation). The environment in which modern companies operate is becoming dynamic, diverse,

challenging, unpredictable and with many discontinuities. The only certainty in organizational life is the

certainty of change, and the only stability is stability in movement. For this reason, we can ask a number of

questions, such as: how to formulate a development strategy for a modern economic company, how to

implement the strategy into operational actions with the aim of achieving planned performance and how to

ensure that the company operates stably in the long term.

In accordance with the above, we propose the following research hypotheses:

H1: "Top managers of insurance companies do not have a sufficient level of knowledge in the field of strategic
management and are therefore oriented towards traditional strategic management tools;

H2: "A higher level of knowledge and application of modern strategic management tools contributes to the
achievement of higher total revenues for insurance companies."

H3: "A higher level of knowledge and application of modern strategic management tools contributes to the
reduction of total costs in insurance companies."

1. METHODOLOGY
The subject research was conducted in Bosnia and Herzegovina within the insurance sector. Out of a total of 27
insurance companies in the entire territory of Bosnia and Herzegovina, 13 of them submitted feedback with a
response rate of 48.15%. A structured questionnaire was used for the research. The questionnaires were
delivered to the respondents (top managers of insurance companies) directly - via e-mail or fax. The structure of
the questionnaire for the purposes of data collection is based on a complex algorithm in which the basic research
sets are defined as follows:
% Assessment of general and professional knowledge in the field of management;
# Missing professional knowledge and skills of strategic management;
+ Basic financial indicators;
# Internal business process indicators;
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+ Customer indicators;
+ Employee training and development indicators;
4+ Socio-demographic characteristics of the respondents;

Statistical data processing was carried out using IBM SPSS Statistics v.22 and MS Excel. Absolute and
percentage frequencies, as well as arithmetic means with associated standard deviations, were calculated from
descriptive statistical parameters. Non-parametric statistical methods were applied when testing hypotheses. The
Kruskal-Wallis H test was used to test three independent samples, while the Spearman rank correlation was used
to test the relationship between variables. Measurement scales were also used as one of the instruments used in
the survey data collection method. The Likert scale was used in particular as a descriptive scale. In order to
make a decision on the application of parametric or non-parametric statistical methods, before testing research
hypotheses, the normality of the frequency distribution was checked for variables expressed on quantitative
scales. Hypothesis testing was carried out at an alpha level of 95%, i.e. with a 5% risk. Research results are
presented in tables and graphs.

IV. RESULTS
The first step in the research analysis was to assess the reliability of the measurement scales used in the
questionnaire. Reliability is determined by Cronbach's alpha coefficient, which shows the degree of internal
consistency of statements, and its values can vary between 0 and 1. The closer the value is to 1, the greater the
precision and stability of the measuring instrument. Based on the collected results and their analysis, it can be
concluded that the measuring instruments used in this research have a high degree of reliability, which ensures
the credibility of the collected data.

Analysis of the assessment of the general and professional level of knowledge of strategic management and
strategic management tools in insurance companies

According to the opinions expressed by the respondents in the conducted research, insurance companies have
the greatest knowledge of planning and organization (Average=4.46), while they have the least knowledge of
control (Average=2.69) and staffing (Average=2.77), which is presented in Chart 1. Regarding the key elements
of organizational design, the respondents believe that strategy comes first, then organizational structure,
employee competencies and skills, while the reward system comes last.

Chart 1. Average level of knowledge in various areas of management

Planning
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The highest level of knowledge about strategic management tools that insurance companies have is SWOT
analysis (Average=4.1), followed by CRM (Average=4.0), continuous improvement (Average=4.0), and MBO
(Average=3.8), while the lowest level of knowledge is Benchmarking (Average=2.3) and value chain analysis
(Average=2.4), as can be seen in Chart 2. More than 1/2 of respondents believe that CEOs of insurance
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companies in Bosnia and Herzegovina use strategic management tools well, while 15% of respondents believe
that CEOs do not use such tools enough.

Chart 2. Average level of knowledge on strategic management tools in insurance companies
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From the previous graphs, it is clearly visible that the responsible persons in insurance companies do not have a
sufficient level of basic knowledge in the field of management and that in their strategic decisions they are still
oriented towards traditional strategic management systems, indicating statistically significant indicators that
confirm that modern strategic management tools are not used sufficiently in insurance companies, which
confirms the first hypothesis H1.

The results show that there is a synergy between the level of general and professional knowledge in the field of
strategic management and the level of application of strategic management tools in insurance companies, which
results in useful guidelines for raising the level of competence through additional training and development
systems for top managers of insurance companies.
Analysis of the connection between the level of knowledge and the impact of different strategic management
tools on the total revenues of insurance companies

Spearman's rank correlation was used to examine the connection between the level of total revenues of
insurance companies and the level of their knowledge of various strategic management tools (Table 1). A
moderately strong positive correlation was found between the level of knowledge about the Benchmarking
system, Balanced Scorecard, continuous improvement, value chain analysis, MBO and the amount of total
revenues of insurance companies. Based on the results, we can say that insurance companies with a higher level
of knowledge about the above areas usually achieve higher total revenues.
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Table 1. Relationship between the level of knowledge about strategic management tools and total revenues of
insurance companies

Total revenue of the insurance
company (KM)

rho 0,370

TAM - Total Quality Management P 0,470
N (S

rho -0,171

SWOT analysis P 0,615
n 11

rho 0,507

Benchmarking P 0,135
N 10

rho 0,477

Balanced Scorecard P 0,138
N 11

rho 0,593

Continuous improvement P o,121
] 8

rho 0,558

Value chain analysis P 0,193
n 7

rho 0,449

MBO - Management by Objectives P 0,312
n 7

n-sample size, tho-Spearman's rank correlation coefficient, p-probability of rejecting the null hypothesis at a risk
of 5%,
Spearman's rank correlation was used to investigate the relationship between the total revenue of insurance
companies and their level of knowledge on various strategic management tools. A moderately strong positive
correlation was found between the level of knowledge of strategic management tools and the total revenue of
insurance companies. From the previous graph it is clearly visible that the higher the level of knowledge of
certain strategic management tools, the higher the total revenue of insurance companies. In addition, it is evident
that modern, unlike traditional strategic management tools, also contribute to the increase in total revenue of

insurance companies, indicating statistically significant indicators, which also confirms the second hypothesis
H2.

The results show that if we want to have growth in total revenue in insurance companies, then the level of
knowledge and application of modern strategic management tools should be at a high level.

Analysis of the relationship between the level of knowledge and the impact of different strategic management
tools on the total costs of insurance companies

The relationship between the level of knowledge about strategic management tools and the total costs of
insurance companies was also analyzed. Spearman's rank correlation coefficient showed a medium-strong
positive correlation between the total costs of insurance companies and the level of knowledge about strategic
management tools such as: Benchmarking, Balanced Scorecard and Value Chain Analysis, which is presented in

Table 2.
Table 2. Relationship between the level of knowledge about strategic management tools and the total costs of
insurance companies
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Total costs of the
fJinsurance company (KM)

rho -0,316

TQM - Total Quality Management P 0,684
n 4

rho -0,142

SWOT analysis P 0,716
n 9

rho 0,643

Benchmarking P 0,086
n 8

rho 0,618

Balanced Scorecard o] 0,076
n 9

rho 0,235

Continuous improvement o] 0,653
n 6

rho 0,527

Value chain analysis ) 0,361
n 5

rho 0,213

MBO - Management by Objectives P 0,686
n 6

n-sample size, rho-Spearman's rank correlation coefficient, p-probability of rejecting the null hypothesis at a risk
of 5%,

Spearman's rank correlation coefficient showed a moderately strong positive correlation between the total costs
of insurance companies and the level of knowledge on strategic management tools. From the previous graph, it
is clearly visible that the higher the level of knowledge of certain strategic management tools, the lower the total
costs of insurance companies. In addition, it is evident that modern strategic management tools have a greater
impact on reducing the total costs of insurance companies compared to traditional ones, indicating statistically
significant indicators, which also confirms the third hypothesis, H3.

The results clearly show that if we expect a reduction in total expenses in insurance companies, then the level of
knowledge and application of modern strategic management tools should be at a higher level than the current
one.

V. DISCUSSION
The analysis of the level of knowledge and application of modern strategic management tools has been proven
by research conducted in the insurance sector in Bosnia and Herzegovina. The research results confirm and
build on the results of previous studies that dealt with similar topics. The first hypothesis (H1) on the analysis of
the assessment of the general and professional level of management knowledge and strategic management tools
in insurance companies was confirmed by the analysis of the level of knowledge of key management elements
such as planning, organizing, motivating, staffing and control. The assessment of the level of knowledge in the
above areas showed that the lowest level of knowledge is in the area of control (average 2.69) and the highest in
the areas of planning (average 4.46) and organizing (average 4.46). In addition, the analysis of the level of
knowledge of certain strategic management tools showed that the highest level of knowledge is in the area of
SWOT analysis (average 4.1) and the lowest in the area of Benchmarking (average 2.3). These results confirm
previous research that emphasizes that traditional strategic management tools are used to a greater extent in
insurance companies.The second hypothesis (H2) was also confirmed, which refers to the connection between
the level of knowledge about strategic management tools and the total revenues of insurance companies.
Continuous improvement (rho=0.593) and value chain analysis (rho=0.558) were shown to be the most
important predictors that have an impact on the total revenues of insurance companies. These results show that a
higher level of knowledge and influence on the total revenues of insurance companies is on the side of
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traditional strategic tools, unlike modern ones, of which it is worth highlighting the influence of the Balanced
Scorecard (rtho=0.477) on the total revenues of insurance companies. The third hypothesis (H3) was also
confirmed about the positive connection between the level of knowledge and the influence of various strategic
management tools on the total costs of insurance companies. The dominant tools that contribute to reducing the
total costs of insurance companies were Benchmarking (rho=0.643) as a traditional strategic tool and Balanced
Scorecard (rho=0.618) with the greatest impact as a modern strategic management tool. In these areas, the
research showed that managers also possess the highest level of knowledge. Insurance sector organizations that
implement strategies based on strategic management tools such as Benchmarking or Balanced Scorecard have
the best chance of reducing overall costs.

VI. CONCLUSION

In order to be implemented as a system that will serve for the efficient implementation of the strategy, the
concept of modern strategic management tools should be presented to all employees of insurance companies
without exception. In addition, the organization's management should know professionally how and in what way
to set up such a system in the organization. The concept also implies the competence of managers with a strong
knowledge of the field of strategic management and special attention to the organizational structure, business
processes, and conceptual knowledge and skills. Although the research showed that half of the respondents have
adequate knowledge in the field of strategic management tools (with special attention to SWOT, continuous
improvement, CRM or MBO), the concept of modern strategic management tools itself, the most important of
which is the Balanced Scorecard, is still not sufficiently known. The advantage of modern strategic management
tools compared to other tools or methods is that they do not take into account only and exclusively one sphere of
business, but take into account crucial parts of an organization and establish clear cause-and-effect relationships.
The "causality" system provides a completely different picture of the efficiency of an organization, and this also
implies the setting of appropriate business strategies.

The results of the research consistently confirm the statistical significance of the impact of the level of
professional knowledge and the application of modern strategic management tools in relation to the total income
and total expenses of insurance companies. The most important research component in the part of the
examination of the level of knowledge of basic management functions clearly indicates an insufficient level of
knowledge of basic managerial functions by the top management of insurance companies. What should be
emphasized is that insurance companies in this context should pay additional attention and provide professional
seminars and training for top management of insurance companies with the aim of optimal development of
competencies. Given the confirmed statistical relevance, it can be concluded that insurance companies whose
top managers possess a high level of knowledge in the field of management and apply mainly modern strategic
management tools achieve a significantly higher level of total income and lower total costs.The theoretical
contribution of this research is reflected in the improvement of existing theoretical frameworks in the part of the
general and professional knowledge of top managers in the field of management, their missing professional
knowledge and skills in strategic management, as well as the relevance of the application of certain strategic
tools.The social contribution of this research lies in the expanded understanding of the role and importance of
the insurance sector in Bosnia and Herzegovina and the impact of their work on certain economic dimensions,
as well as on the level of satisfaction of employees, as well as users of insurance products and services.

Future research aimed at optimizing the work of insurance companies through achieving a higher level of
knowledge in the field of strategic management, with a special focus on the preparation and implementation of
strategies using modern strategic tools, will, among other things, be focused on:

» Research to what extent insurance companies comply with the strict application and control of legal and
insurance legislation by the Insurance Supervision Agency, with the aim of achieving a satisfactory level of
competitiveness in certain types of insurance prescribed by law;

» Research to what extent insurance companies organize seminars in the field of strategic management for the
management of the organization, with a special focus on modern strategic management tools (Balanced
Scorecard concept). The research has determined that the most significant limitation in the application of
modern strategic tools is the lack of knowledge of the concept itself and the complexity of its
implementation. Although managers are engaged in the implementation of a defined strategy in their daily
activities, they are less dedicated to control and staffing, which was confirmed by the conducted research;

» Research to what extent insurance companies should strategically diversify their portfolio with innovative
products, with the obligation to use market research and examine the needs of potential users, and in no
case base their sales potential strategically oriented exclusively on one type of insurance and one product
(directly affects the efficiency and business performance of the insurance company);
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» Research the extent to which insurance companies promote team spirit, ethical behavior at all times, and
provide a transparent system of employee motivation, as well as the extent to which the demands and needs
of insurance users are built into the product, and examine the social responsibility of insurance companies;

The main limitation of this research is that it was conducted only in the insurance sector. It cannot be confirmed
with certainty that the results obtained could also apply to other business areas (banking, metallurgy, chemical
industry, automotive industry, mining, etc.) that differ in their internal business processes compared to insurance
companies. Also, the assessment of the level of basic managerial knowledge, as well as the level of application
of modern strategic management tools, may be subject to the subjective interpretations of managers, which may
additionally affect the relevance of the collected data. In addition, the impact of modern strategic management
tools on total revenues or expenses may differ depending on the industry, so future research for certain sectors
would provide a more efficient understanding of these differences. These limitations confirm the need for future
research that should include larger sets of respondents, and combine modern quantitative with qualitative
methods, which will optimize the results and present more efficient conclusions.
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