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Editorial

Dear readers,
As the editor-in-chief 
of the IJSRM I ǁould 
like to proŵote the 
diversity of content and 
Ƌuality of the researĐh 
papers provided by our 
esteeŵed authors. dhat 
is ǁhy our intention is 
to introduce a special 
seĐtion in the ũournal, 
C o ŵ ŵ u n i Đ a t i o n s ,  
a chapter in which our 

readers will be able to share their professional and 
sĐientiĮĐ opinion related to the ũournal subũeĐts, 
and in general, topics that have been in focus of our 
ŵasterΖs and doĐtoral studies. Continuing the good 
Đustoŵ of preǀious IJSRM editors and striǀing for 
the highest standards, we will keep publishing the 
best Ƌuality artiĐles and inǀite guest editors to ǁork 
on indiǀidual theŵatiĐ nuŵbers of the ũournal. 

dhis issue of IJSRM Đontains Įǀe researĐh papers. 
dhe Įrst, entitled ͞WolitiĐal �Đonoŵy of Corruption 
and Its IŵpliĐations on &inanĐial Systeŵs ,͟ 
eǆaŵines systeŵiĐ Đorruption in a large nuŵber 
of Đountries. thile trying to proǀide ansǁers to its 
Đause, the authors also oīer Đertain strategies and 
ŵeasures for   preǀenting suĐh kind of Đorruption. 
In the paper ͞SatisfaĐtion ǁith Independent 
&ashion Stores͛ �nǀironŵent ,͟ authors present the 
results of inǀestigating h.S. generational Đohort 

diīerenĐes of feŵale Đonsuŵers͛ satisfaĐtion ǁith 
store enǀironŵent ǀariables froŵ the standpoint 
of a sŵall business Đhain ǁith 18 loĐations in the 
Southeastern hnited States. 

dhe researĐh titled ͞ dhe InŇuenĐe of �ntrepreneurial 
Strategies on Creating �ǆport CapaĐity of �osniaͲ
,erǌegoǀina WroduĐtion �nterprises ,͟ reǀieǁs the 
choice three generic entrepreneurial strategies 
ǁhiĐh are ŵostly used by ŵanagers and oǁners of 
produĐtion enterprises and their suitability in the 
eǆport poliĐy of �Ͳ, Đoŵpanies. 

dhe Đhapter ͞Iŵproǀing SM�s CrossͲ�order 
Cooperation by hpsĐaled Wrograŵ Manageŵent ,͟ 
analyǌes the leǀel of aĐhieǀed iŵpaĐt of an IW� 
prograŵe betǁeen �osniaͲ,erǌegoǀina and Serbia.  
dhe Įnal artiĐle ͟dhe �ppliĐation of the 'raǀity 
Model in the �ǀaluation of the &oreign drade of 
�griĐultural and &ood WroduĐts betǁeen �osnia and 
,erǌegoǀina and Montenegro͞ eǆaŵines the ǀoluŵe 
of foreign trade between two countries through 
the graǀity ŵodel, tending to Įnd an ansǁer to the 
Ƌuestion hoǁ the foreign trade eǆĐhange betǁeen 
these Đountries Đould be iŵproǀed.  

,oping that dhe International Journal of Sales, 
Retailing and Marketing ǁould be of great use in 
your professional and aĐadeŵiĐ Đareer, I thank 
you for reading it and enĐourage you to Đontinue 
sending us your papers so that ǁe Đould ŵaintain 
our high Ƌuality.

 

Editor in chief

Lazo Roljić, PhD, professor
lazo.roljic@unvi.edu.ba
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POLITICAL ECONOMY OF CORRUPTION AND ITS IMPLICATIONS ON FINANCIAL  
SYSTEMS

;dhe Đase of the transitional soĐieties of the testern �alkansͿ

Kadrija Hodžić, Željko Rička

Abstract 

The corruption in transitional societies has undisputed qualification of “systemic corruption.” Its causes are 
initiated by: the institutional imperfection of society, high levels of poverty and an unprepared privatization. 
In this manner, the corruption has become a normal way of life in the already ruined transitional societies. 
The issue of corruption is associated with the organized crime, as the problem of corruption, as a rule, became 
a regional problem. In accordance with this fact, solution of the problem of corruption is dependent on the 
regional and international coordination. The result is the corruption money from corrupt activities, which en-

ters financial systems and destroys the basic postulates of the financial profession, and at the macroeconomic 
level weakens national and regional financial systems. The authors focused their research in two directions. 
On the one hand, the authors point out the open theoretical and ideological dilemmas on the nature of the 
occurrence of corruption:
(1) Whether the corruption is linked to the inability of the government to establish effective control of public 
flows through the legal system and to prevent the use of public service for private ends, or
(2) The corruption is linked to the lack of markets and creation of an opportunity for the establishment of a 
monopoly in decision making. The answer to this dilemma determines the strategy and measures to prevent 
corruption. On the other hand, the authors explore the international standards and anti-corruption policies 
and they analyse trends of regulation and supervision of financial markets, which would constitute a barrier 
to the use of the financial systems for the legalization of corruption. 

Keywords: corruption, transition, financial system, money laundering, regulation of financial markets.

Category: Original scientific paper

INTRODUCTION: CORRUPTION – WHERE DOES 
IT COME FROM AND WHERE IS IT GOING?

 
Corruption is a serious soĐial illness that alŵost 
no Đountry in the ǁorld is iŵŵune to, ǁhiĐh 
is ǁhy the probleŵ of Đorruption is rightly 
labeled ͣthe probleŵ of the Đentury͞1, although 
Đorruption is a historiĐal Đonstant froŵ the tiŵe 
of the Įrst Điǀiliǌations to today͛s deŵoĐratiĐ 
forŵs of goǀernŵent. Reports by Transparency 
International regularly ǁarn that Đorruption is 
͞a ŵaũor threat faĐing ŵankind ,͟ ͣdestroying 
liǀes and Đoŵŵunities, underŵining Đountries 

1| Corruption and bribery were identified as the “prob-
lem of the century” at the International Conference on 
the Prevention of Bribes and Corruption, held in Istanbul 
on 16-17 April 2005.

and institutions͞ and ͣthreatening to further 
destabiliǌe soĐieties and eǆaĐerbate ǀiolent 
ĐonŇiĐts .͞ Starting froŵ standard ŵethodologies 
in eĐonoŵiĐs, and disregarding ŵoraliǌing 
approaĐhes as the basis of analysis and ĐritiƋue of 
Đorruption, then aĐĐording to �egoǀiđ͛s approaĐh 
;2007Ϳ, in the analytiĐ struĐture of Đorruption, 
four Đoŵŵon ŵethodologiĐal foundations of the 
eĐonoŵiĐ theory are artiĐulated͗ the Įrst relates 
to the possibility of choice by individuals, that 
is to say, the Ƌuestion of ǁhether to engage in 
Đorruption or not͖ the seĐond points to the belief 
that an indiǀidual is sensitiǀe to inĐentiǀes froŵ 
the enǀironŵent ǁhen ŵaking deĐisions, i.e. that 
depending on theŵ, an indiǀidual ŵakes his or her 
oǁn deĐision͖ the third shoǁs that an indiǀidual, 
ǁhen deĐiding ǁhether to engage in Đorruption, 
starts froŵ the inĐentiǀe by doing a ĐalĐulation 
of the potential beneĮts and Đosts of that aĐtion, 
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trying to ŵaǆiŵiǌe his funĐtion of utility͖ and 
the fourth ŵethodologiĐal basis refers to the 
analyst ǁhose point of ǀieǁ is that Đorruption is 
not always „bad in itself, but only when it turns 
out that its total ;netͿ eīeĐts are negatiǀe .͞ Knly 
suĐh a ǀalueͲneutral, ͣĐold approaĐh ,͞ as �egoǀiđ 
labels it, alloǁs a rational analysis of Đorruption 
and its eīeĐts, ŵuĐh beƩer than the sentiŵentalͲ
ŵoralistiĐ approaĐh.

that reŵains open as a theoretiĐal issue that falls 
into ideologiĐal ǀalue systeŵs, and ǁhiĐh opens a 
dileŵŵa of ǁhether Đorruption Đan be tied to the 
;inͿability of goǀernŵents to establish, through 
the legal systeŵ, eīeĐtiǀe Đontrol of publiĐ Ňoǁs 
and disabling the use of public services for private 
purposes, or ǁhether Đorruption ties in ǁith the 
laĐk of ŵarkets and the opening up of spaĐe for 
the establishŵent of a ŵonopoly in deĐisionͲ
ŵaking. dhe ĐonĐeptualiǌation of strategies 
and ŵeasures to preǀent Đorruption is largely 
dependent on the ansǁers to this dileŵŵa. In 
the Įrst Đase, the ansǁer in siŵpliĮed terŵs 
iŵplies the establishŵent of a strong state and 
a goǀernŵent ready to taĐkle Đorruption ;henĐe, 
inĐreased publiĐ Đontrol and regulatory netǁorksͿ, 
and in the seĐond, the absenĐe of a ŵonopoly, 
therefore, the eǆpansion of ŵarket freedoŵs. 

,oǁeǀer, this dileŵŵa Đan be oǀerĐoŵe if ǁe 
Įnd that a ͞strong state͟ is aĐtually neĐessary for 
the sŵooth funĐtioning of the ŵarket ŵeĐhanisŵ 
and its basiĐ institutions, aboǀe all the proteĐtion 
of property and contracts, rather than the 
establishŵent of a >eǀiathan bureauĐraĐy.

In testern deŵoĐratiĐ Đountries, espeĐially in 
the Đountries of northern �urope, Đorruption is 
only a Đuriosity, although here it is not unĐoŵŵon 
for ͞publiĐ͟ oĸĐials to be inǀolǀed in Đorruption 
aīairs.2 dhe ŵost Đoŵŵon reason for loǁer 
eǆposure to Đorruption in these soĐieties lies in 
the soͲĐalled ͞SĐandinaǀian honesty ,͟ ͞Wrotestant 
ethiĐs ,͟ or trust in state institutions for ǁhiĐh 
Đitiǌens of these soĐieties, for eǆaŵple, are 
always willing to pay taxes, even if they are 
opposed to their inĐreases. �t the saŵe tiŵe, in 
deǀeloping Đountries ;ǁhere Đorruption per year 
takes betǁeen 1Ͳ1.ϱй of national inĐoŵeͿ and 

2|In developed countries, corruption is most often linked 
to various investment funds, covering tax liabilities, bank 
fraud, and the combination of politics and business. 
Amongst the various politicians and party presidents or 
prime ministers involved in corruption affairs are those 
from Spain, Germany, Japan, France and Italy, including F. 
Gonzalez, Kohl, Hosokawa, Shirac and Jupue, Berlusconi, 
and NATO Secretary General Willy Claes and others. Even 
Mother Teresa was accused of inappropriate donations 
(Brioschi, CA, 2007).

transitional Đruŵbling soĐieties, Đorruption has 
beĐoŵe an integral part of the general soĐial 
Đondition, a regular ͞systeŵiĐ illness͟ deriǀing 
froŵ the laĐk of institutional arrangeŵents. dhere 
is no need to disregard the cultural and historical 
Đonteǆt of soĐiety ǁhere this ͞systeŵ error͟ is 
possible.

At the general appearance level, however, 
Đorruption is ŵost Đoŵŵonly referred to as 
an eǆpression of the rule of Đorrupt politiĐs. 
Countries in transition are partiĐularly ǀulnerable 
to Đorruption beĐause they go through the phase 
of institutional restruĐturing. It is an ineǀitable 
͞initial transforŵational shoĐk͟ that, as a rule, 
arises in the Đonditions of sudden abandonŵent of 
the preǀious soĐial systeŵ before the institutions 
;soĐioͲlegal, eĐonoŵiĐͿ of the neǁ soĐial systeŵ 
has been built and accepted.

A special subset in this group of countries is 
Đoŵposed of the Đountries of the testern 
�alkans, ǁhiĐh, in the Đonteǆt of the Đonsideration 
of Đorruption, are ĐlassiĮed into Đollapsed 
transitional soĐieties. In the Đase of these 
Đountries, ǁe point out the ͣsusĐeptibility to the 
phenoŵenon of Đorruption ,͞ ǁhiĐh is ŵanifested 
through underdeǀeloped institutional ĐapaĐity for 
laǁ enforĐeŵent and the unfulĮlled deŵoĐratiĐ 
culture in society - that is, the present proto-
deŵoĐraĐy ;,odǎiđ, <., Vukadinoǀiđ, S., 200ϰͿ. 
�long ǁith the transitional systeŵiĐ iŵŵanenĐe of 
Đorruption, these soĐieties also haǀe a soĐially and 
historiĐally ͣbuiltͲin͞ tendenĐy toǁards predatory 
ŵentality, ǁhiĐh is designated as ͣWrinĐe Marko͛s 
syndroŵe͞ ;RendiđͲMioēeǀiđ, I., 1ϵϵϲͿ.

In the �alkans, the Đollapsed transition soĐieties, 
suĐh as the �osnianͲ,erǌegoǀinian, Serbian and 
Montenegrin soĐiety, the issue of Đorruption is 
ĐonneĐted and in ĐonũunĐtion ǁith organiǌed 
Đriŵe, ǁhiĐh Đrosses the borders of states, so the 
probleŵ has a regional diŵension. N. MappesͲ
Niedik, e.g. speaks of the ͞�alkan MaĮa͟ ;200ϯͿ. 
None of the three aforeŵentioned soĐieties, 
like ŵost of the others in the testern �uropean 
enǀironŵent ;Croatian, MaĐedonian, and �lbanianͿ 
Đan not solǀe this probleŵ alone. It is neĐessary 
to get the help of international institutions, aboǀe 
all the CounĐil of �urope, to build a norŵatiǀe 
infrastruĐture in order to Đoŵbat Đorruption, and, 
aŌer that, soŵething that is ŵuĐh ŵore iŵportant 
to ŵonitor, naŵely the iŵpleŵentation of laǁs by 
proǀiding support in strengthening the ĐapaĐities 
of police and judiciary bodies, as well as local 
authorities and institutions in the Įght against 
Đorruption and organiǌed Đriŵe

.



Copyright ©2018 by International Journal of Sales, Retailing and Marketing ◆Vol. 7 ◆No. 1 ◆2018

9POLITICAL ECONOMY OF CORRUPTION AND ITS IMPLICATIONS ON FINANCIAL SYSTEMS

At the end of this introductory part, as announced 
by its title, it is also adǀisable to ask the Ƌuestion 
of the future of Đorruption ;͞ǁhere is Đorruption 
going͍͟Ϳ. �eterŵining the eǆistenĐe of Đorruption 
and deterŵining the leǀel of Đorruption of soĐiety 
is a serious probleŵ, and the obũeĐtiǀe tools or 
ŵeĐhanisŵs of early ǁarning or ethiĐal preǀention 
are ǀirtually iŵpossible as benĐhŵarks. If the 
parliaŵentary deŵoĐraĐy is undeniably the 
greatest aĐhieǀeŵent of Điǀiliǌation in the doŵain 
of politiĐal rule, the future of possibilities for 
Đorruption is Ƌuite open͗ aĐĐording to Wreǌǌolini 
;1ϵϵϯͿ, ͞deŵoĐraĐy is the forŵ of goǀernŵent 
that Đan be ŵost easily Đorrupted and espeĐially 
the parliaŵentary kind Đreates opportunities and 
teŵptations for representatiǀes to deriǀe beneĮts 
froŵ publiĐ funds, either direĐtly for theŵselǀes 
and for their faŵilies, or indireĐtly to buy Đertain 
ǀoters in their Đity or in a partiĐular Đlass.͟

Inability to deterŵine eǆaĐt releǀant Đriteria for 
reǀealing Đorruption is oǀerĐoŵe by eǆaŵining 
the perĐeption and aƫtudes of Đitiǌens about the 
eǆistenĐe of Đorruption. SuĐh a test giǀes results 
that Đan not be taken as Đoŵpletely reliable, but 
ŵay ǀery realistiĐally point to the eǆistenĐe and 
spread of Đorruption.

WreĐise or approǆiŵate ŵeasures of sĐope 
of Đorruption are ǀery diĸĐult to ŵeasure. 
Measureŵent is usually done on the basis of 
diīerent paraŵeters that analysts Đreate froŵ 
the aǀailable data. �iīerent analysts Đan, Ƌuite 
legitiŵately, assign diīerent polariǌed results to 
diīerent partial results and Đonditionally deriǀed 
Įndings, treating theŵ as ŵore or less iŵportant. 

dhis approaĐh has also ŵodeled ǀarious types 
of Đorruption, the assuŵed Đarriers of Đorrupt 
behaǀior, their siŵpliĮed ĐharaĐteristiĐs, and 
eǀen, ǁith the siŵpliĮĐations that appear in suĐh 
an approaĐh, ŵatheŵatiĐal ŵodels that represent 
the degree of Đorruption are being Đreated. It is 
iŵportant to keep in ŵind that suĐh ŵatheŵatiĐal 
ŵodels need to be analyǌed ǁhile ŵaintaining 
a degree of skeptiĐisŵ beĐause their reliability 
depends on the perĐeption of the Đreator of the 
input paraŵeters of the ŵodel.

1. ECONOMIC TRANSITION PROCESSES AND 
CORRUPTION 

dhe establishŵent of deŵoĐratiĐ soĐiety, the rule 
of laǁ and ŵarket eĐonoŵy in transition Đountries 
ŵake it diĸĐult and Đoŵpleǆ to taĐkle phenoŵena 
related to Đriŵe and ǁhiĐh are Đontrary to 
fundaŵental soĐial and Điǀiliǌation prinĐiples. 
dhe Đorruption ǀirus in the Đollapsed transition 
soĐieties has largely aīeĐted the publiĐ seĐtor, so 
this phenoŵenon has a systeŵiĐ ĐharaĐter.

In the Đonditions of sudden abandonŵent of the 
preǀious soĐial systeŵ, before the neǁ soĐial 
systeŵ is built and aĐĐepted, a ǀaĐuuŵ arises in 
which, on the one hand, there is a confusion of 
ŵoral ǀalues, and, on the other hand, a ͞ŵiǆture 
of politiĐs and Đriŵe͟ is established, in ǁhiĐh 
Đorruption beĐoŵes ͞peaĐeͲtiŵe Đriŵe͞ ;MappesͲ
Niediek, 200ϯͿ, and politiĐians are a neǁ Đlass of 
ĮnanĐial aĐĐuŵulators. Morality and politiĐs are in 
the ultiŵate diĐhotoŵy, and the tissue of the state 
and soĐial institutions is signiĮĐantly reduĐed, on 
which we base the thesis of collapsed societies. 
� nuŵber of postͲĐoŵŵunist Đountries haǀe 
eǆperienĐe a failure to iŵpleŵent this transition. 
In those Đountries, ǁith the foundation for 
transition still laĐking, the prospeĐt for systeŵiĐ 
Đorruption is present, ǁhiĐh is aƩributed to the 
͞iŵposed͟ and ͣoneͲsided and sǁiŌ appliĐation 
of eĐonoŵiĐ liberalisŵ.͞  �y forĐing stabiliǌation 
and shortͲterŵ deǀelopŵent eīeĐts, and alŵost 
eǆĐlusiǀely the forĐed Ƌuantitatiǀe side of the 
rapid oǁnership transforŵation, the eŵergenĐe 
and deǀelopŵent of Đapitalisŵ in these Đountries 
Đould not be anything but ͞fast, iŵŵature ... 
and probleŵatiĐ͟ ;I�S �ulletin, 1ϵϵ8Ϳ. It is the 
result of the appliĐation of the neoͲliberal ŵodel 
of eĐonoŵiĐ groǁth, suĐh as the Washington 
Consensus, installed in the eĐonoŵiĐ poliĐies of 
postͲĐoŵŵunist Đountries ;,odǎiđ, <., 200ϰͿ.

dhe ŵarket eĐonoŵy, hoǁeǀer, reƋuires adeƋuate 
institutional struĐtures, the ͞adaptiǀe eĸĐienĐy͟ 
of eĐonoŵiĐ entities and priǀate property in a 
Đoŵpetitiǀe ŵilieu, and thus transition Đan only 
be Đarried out gradually, sinĐe these are Đoŵpleǆ 
and long proĐesses based on a Đoŵpletely neǁ 
organiǌation, neǁ laǁs, Đhanging the behaǀior 
of ǀarious eĐonoŵiĐ entities.͟  dhis is in line ǁith 
Stiglitǌ analyses, aĐĐording to ǁhiĐh the neoliberal 
ŵodel negleĐts the instruĐtions of neoĐlassiĐal 
theories aĐĐording to ǁhiĐh Đoŵpetition and 
priǀate property are eƋually neĐessary for the 
funĐtioning of the ŵarket eĐonoŵy ;in terŵs 
of Pareto efficiencyͿ. ShoĐkͲtherapeutiĐ ŵodel 
of priǀatiǌation is easy to iŵpleŵent, but suĐh 
priǀatiǌation does not Đontribute to the Đreation of 
a ŵarket eĐonoŵy. ͞It is true that, if priǀatiǌation 
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is Đarried out in ŵore or less nonͲgenuine ǁays 
and in an enǀironŵent that does not haǀe the 
neĐessary institutional infrastruĐture, this Đan 
ũeopardiǌe the longͲterŵ prospeĐts for building a 
ŵarket eĐonoŵy. torse yet, thus Đreated interests 
of private property contribute to the weakening 
of the state and underŵining of the soĐial order 
through Đorruption ŵeddling ǁith legislation͟ 
;Stiglitǌ, J., 1ϵϵϵͿ.

dhe disintegration of the postͲsoĐialist state is 
based on the assuŵptions about the Đoŵŵunist 
institutions as ͞Đriŵinal͟ and ͞unũustly Đorrupt͟ in 
the proĐess of transition, ǁhiĐh is ǁhy they need 
to be ƋuiĐkly replaĐed ǁith ŵarket institutions that 
ǁill theŵselǀes Đoŵe ǁith priǀatiǌed property. 
Naŵely, the eǆperienĐe of other postͲĐoŵŵunist 
Đountries shoǁs that the initial role of the state in 
the proĐess of transition to the ŵarket eĐonoŵy 
ŵust be eŵphasiǌed. 

dhis is a ĐonĮrŵed rule regardless of the ĐonĐept 
of the Đountry͛s eĐonoŵiĐ role. In the Đonditions 
of a ǁeak or dysfunĐtional rule of laǁ, ͣĐorruption 
beĐoŵes ʹ ǁhiĐh is a paradoǆ Ͳ one of the 
regulators of the soĐial and eĐonoŵiĐ systeŵ͟ 
;Vukoǀiđ, S., 200ϯͿ. Neoliberal and aĐtiǀist ;stateͲ
interǀentionistͿ ĐonĐept of transition strategy 
reƋuires a ͞strong ;deŵoĐratiĐͿ state.͞  ͣ� strong 
state͟ is, Įrstly, neĐessary for the sŵooth 
funĐtioning of the ŵarket ŵeĐhanisŵ and its basiĐ 
institutions, priŵarily the proteĐtion of property 
and contracts.

It has been shoǁn that the eǆpeĐtation that 
ŵarket institutions ǁill arise froŵ theŵselǀes ǁith 
deĮned proprietary rights ǁas a big illusion. >iberal 
reforŵers ǁere ĐonǀinĐed that institutions ǁould 
pursue private ownership, and that in accordance 
with Coase’s theory ;1ϵϯ7Ϳ property ǁould be 
ƋuiĐkly redistributed to eĸĐient entrepreneurs. 
&or the ĐritiĐs of neoĐlassiĐal reĐipes ;Stiglitǌ, 
1ϵϵϵ, <olodko, 2000Ϳ, it is a reǀerse proĐess͗ 
priǀate property is folloǁed by institutions, i.e. 
for the Đreation of ŵarkets in transition Đountries 
institutional seƫng is the ŵost iŵportant faĐtor 
for the Đonstant eĐonoŵiĐ groǁth. NeoĐlassiĐal 
eĐonoŵists, these ĐritiĐs interpret, siŵply do not 
understand the institutional reƋuireŵents that are 
ǀalid for Đreating a ŵarket, as they ͞siŵply take it 
as a giǀen .͟ �lready aŌer ten years of transition, it 
turned out that ĐritiĐs are right͗ Coase͛s arguŵents 
are not ǀalid beĐause, on the one hand, the priŵary 
and seĐondary ŵarket did not beĐoŵe a reality Ͳ 
͞so that the property ǁas plundered ŵore than it 
ǁas reͲsold,͟  and, on the other, for sustainability 
to be ǀiable, it is not only iŵportant for property 
rights to be Đlearly deĮned, ǁhat also ŵaƩers is 
hoǁ they are deĮned.

dhe beginning and iŵpleŵentation of the 
transition proĐess in �osnia and ,erǌegoǀina is 
ĐharaĐteriǌed by the deepest transition Đrisis 
in South �ast �urope. dhese proĐesses are 
aĐĐoŵpanied by a strong soĐial diīerentiation and 
rapidly oĐĐuring poǀerty of ŵost of the population. 
In addition, �osnia and ,erǌegoǀina, on the one 
hand, also experienced the physical, biological 
and substantial deĐonstruĐtion of soĐiety Đaused 
by terrible ǁar destruĐtion. 

dhe enorŵous enriĐhŵent of a sŵall nuŵber of 
indiǀiduals aĐĐoŵpanies soĐial ŵoǀeŵents, soĐial 
diīerentiation, pauperiǌation and destruĐtion. 
�ĐƋuisition of ͞oǀernight͟ ǁealth is ŵost oŌen 
assoĐiated ǁith Đorruption as a perĐeiǀed negatiǀe 
phenoŵenon of transition. �ut, as is pointed out, 
no soĐiety is iŵŵune to Đorruption, eǀen those 
that haǀe suĐĐessfully Đoŵpleted the transition. 

dhe diīerenĐe is that in ruined transition soĐieties 
Đorruption deǀelops at suĐh a rate and intensity 
to seriously eǆaĐerbate and aƩaĐk soĐial tissue 
as a ĐarĐinogeniĐ substrate͖ ŵeanǁhile, this 
phenoŵenon in deǀeloped soĐieties is plaĐed 
under the Đontrol of institutions. dhe phenoŵenon 
and diŵensions of Đorruption threaten to beĐoŵe 
one of the ŵost serious probleŵs that these 
soĐieties and the testern �alkan Đountries are 
facing.

dhe transition proĐess, therefore, ŵakes the 
loĐus of Đorruption standpoints, ǁhose sourĐes 
are struĐtured aĐĐording to a systeŵatiǌed 
approaĐh to͗ 3

;1Ϳ institutional non-construction, a ǀaĐuuŵ in 
ǁhiĐh the ruling parties ͞Đapture the state ,͟ ǁhiĐh 
enĐourages and deǀelops a Đonfusion about ŵoral 
ǀalues   and behaǀiors, in ǁhiĐh Đorruption beĐoŵes 
the usual ͞ǁay of life͖͟ 

;2Ϳ state control of economic flows͖ 

;ϯͿ poverty soĐiety, that ͞faǀors the disĐrediting 
of professional ethics and encourages the illegal 
aĐƋuisition of ŵaterial beneĮts͖͟ 

;ϰͿ unprepared privatization ;through ŵoney 
laundering, ǀiolations of legal proĐedures in the 
proĐess of priǀatiǌation, Đorruption of publiĐ oĸĐials 
inǀolǀed in the ǀery aĐt of priǀatiǌationͿ͖ 

;ϱͿ ǁidespread tolerance for Đorruption aŵong 
Đitiǌens in the sense of the slogan ͞ eǀery goǀernŵent 
is Đorrupt͟ and the usual ͞ gratitude͟ to indiǀiduals in 

3| Proceedings Corruption in the absence of rights. Expe-
riences from Bosnia and Herzegovina, Croatia, Serbia and 
Montenegro (2004), Henrich Bell Foundation, Sarajevo 
(contributions by Z. Golubovic, S Kukić, N.Mapes-Niedika).
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speĐiĮĐ aĐtiǀities ;e.g. doĐtors, teaĐhers, aƩendants, 
etĐ.Ϳ͖ 

;ϲͿ the appearanĐe of a new class of tycoons 
reĐruited froŵ the ranks of the forŵer regiŵe and 
ǁar proĮteers͖ 

;7Ϳ the war destruction of the society, which 
alloǁs for the looting and ǁar proĮteering, and 
the Đonsolidation of organiǌed Đriŵe ;the regular 
appearanĐe of bringing Đriŵinals to the Điǀil serǀiĐeͿ.

dhus, the rapid disintegration of totalitarian 
regiŵes aĐĐording to state partiĐipation in the 
eĐonoŵy Đreated a legal and institutional ǀaĐuuŵ, 
longer than eǆpeĐted, and Đorruption is a natural 
ĐonseƋuenĐe of a Đoŵbination of the ǁay in ǁhiĐh 
transition itself is taking plaĐe ;Stiglitǌ, 1ϵϵ8, 1ϵϵϵ, 
2002Ϳ. In soĐieties ǁith unorganiǌed institutions, 
Đorruption is ŵostly assoĐiated ǁith the soͲĐalled 
political corruption, and related ŵalǀersations and 
oŵissions in the priǀatiǌation proĐess. �buses during 
priǀatiǌation ;designated in literature as privatization 
of nomenclature or tunnelingͿ are reŵinisĐent of 
the ǁorst forŵs of initial aĐĐuŵulation of Đapital. 
Moreoǀer, the interǁoǀenness of the neǁ politiĐal 
elites and the neǁlyͲforŵed ĮnanĐial ŵaĮa is ŵore 
than visible. 

dhere is alŵost no transition Đountry in the 
priǀatiǌation of ǁhiĐh there ǁas no oĐĐurrenĐe of 
Đorruption and ǀarious forŵs of ŵalǀersations in 
general. dhe priǀatiǌation proĐess ǁas regularly 
folloǁed by ŵaũor or ŵinor sĐandals, ǁhiĐh oŌen 
led to the conclusion that the plunder of state / 
social property was in favor of a very narrow group 
of people ǁho, either through suspiĐious ĮnanĐial 
transaĐtions, or through neǁly forŵed politiĐal 
ĐonneĐtions and inŇuenĐe, aĐƋuired a substantial 
part of yesterday s͛ state ͬ soĐial property.

2. ECONOMIC SOURCES OF SYSTEMIC CORRUPTION 
IN BOSNIA AND HERZEGOVINA

&oĐusing on the situation in �osnia and ,erǌegoǀina 
shoǁs that Đorruption is not an unĐoŵŵon 
Đondition, but rather a rule ǁith the ƋualiĮĐations 
of ͞systeŵiĐ disease ,͟ ǁhose Đauses Đan be sought 
in institutional and ĐiǀilͲĐultural faĐts. In �osnia 
and Herzegovina, these sources lie in the new 
;1ϵϵϱͿ ethniĐly diǀided struĐture of the state and 
its eĐonoŵiĐ neoliberal funĐtioning, in ǁhiĐh the 
politiĐal national elites Đoǀer their Đorruptions 
with divergent visions of Bosnia and Herzegovina.
WostͲǁar eĐonoŵy of �osnia and ,erǌegoǀina 
ǁas forŵed tǁoͲdiŵensionally͗ on the one hand, 

based on neoliberal ideology, and on the other, 
proǀisions of the �ayton �greeŵent. &or �osnia and 
,erǌegoǀina, the Đountry of ͞speĐiĮĐ speĐiĮĐities ,͟ 
hoǁeǀer, suĐh a paĐkage Đoŵbined ǁith general 
ŵaĐroeĐonoŵiĐ and politiĐal instability Đan not 
only ŵake it diĸĐult to aĐhieǀe an enǀironŵent for 
eĐonoŵiĐ deǀelopŵent, but ũust its ŵaintenanĐe 
seeŵs a deliĐate and alŵost unsolǀable probleŵ͖ 
of Đourse, if it is leŌ to ͞its oǁn͟ ethnonational 
strategies ;Stoũanoǀ, �., 1ϵϵϵͿ. dhe transfer of ĮsĐal 
soǀereignty to the tǁo entities and �rēko �istriĐt 
faǀors the untouĐhability of the aĐtors of Đorruption, 
sinĐe ͞the Đorruption of soŵe highͲranking oĸĐials 
and politiĐians is still largely interpreted as an aƩaĐk 
on national integrity and identity of the entire 
ethniĐ group. hnder suĐh Đonditions, �osnia and 
,erǌegoǀina is inĐarnated in a ǀery aŵbiǀalent 
situation, in ǁhiĐh �osnianͲ,erǌegoǀinian soĐiety 
lost its internal capacity for self-sustainability, 
and ǁhose future is tied eǆĐlusiǀely to ͞eǆternal 
inĐentiǀes.͟  

dhis Đreated a ǁeak state. tith a nonͲĐonstruĐted 
politiĐal Đulture for a transparent serǀiĐe of Đitiǌens 
and entrepreneurial soĐiety, this ǁeak state siŵply 
enĐourages the forŵation and ŵaintenanĐe of 
paralel structures that have real power, and that carry 
out organiǌed Đriŵe and Đorruption. dhe �ayton 
�greeŵent ŵade �osnia and ,erǌegoǀina a loose 
union, ǁhiĐh has no possibility of ŵaĐroeĐonoŵiĐ 
ŵanageŵent of its eĐonoŵy and realiǌes ethnic 

privatizations. �s ƋuasiͲstate institutions, the entities 
are strong enough to ũeopardiǌe the funĐtioning of 
Bosnia and Herzegovina as a whole, but are also so 
ǁeak that they Đan neither seĐure the funĐtioning of 
the ŵarket ŵeĐhanisŵ nor preǀent the Đorruption 
of their ƋuasiͲstate apparatus. �ll this, in faĐt, says 
that a real ǀaĐuuŵ has eŵerged in terŵs of the 
politiĐal and eĐonoŵiĐ funĐtions of the state, and 
that, at the saŵe tiŵe, deŵoĐratiĐ institutions and 
ŵeĐhanisŵs of the ŵarket systeŵ haǀe not been 
Đreated. &or eǆaŵple. the neǁ Criŵinal Code of 
Bosnia and Herzegovina envisages the possibility 
of ĐonĮsĐating illegally aĐƋuired property, and the 
reĐently adopted Đriŵinal proĐedure laǁ giǀes ŵore 
powers to public prosecutors and the possibility for 
inǀestigatiǀe bodies to reĐord and searĐh. ,oǁeǀer, 
the issue is not the laws, but rather the fact that 
they are not applied, beĐause there is no politiĐal 
will.

dhe Criŵinal Code of �osnia and ,erǌegoǀina4 in 
Chapter yIy uniƋuely treats Đriŵinal oīenses of 
Đorruption and Đriŵinal oīenses against oĸĐial and 
other responsible duties ;�rtiĐles 217Ͳ22ϵͿ, ǁhereas 

4| Criminal Code of BiH, Official Gazette of BiH, 3/03; 
32/03; 36/03; 54/04; 61; 04; 30/05; 53/06; 55/06; 32/07; 
8/10; 47/14; 22/15; 40/15
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the Criŵinal Code of the &ederation of �i,5, within 
its ĐoŵpetenĐe, deĮnes Đorruptiǀe aĐts in Chapter 
yyII, ǁhiĐh Đarries the title ͞Criŵinal oīenses 
against the eĐonoŵy, business and seĐurity of the 
payŵent systeŵ.͟  dhe proǀisions of the Criŵinal 
Code at the saŵe tiŵe point to, thus far reĐogniǌed 
forŵs of Đorruption, ŵost of ǁhiĐh reŇeĐt on the 
ĮnanĐial systeŵ of the Đountry. In assessing the 
leǀel of Đorruption, that is, the aĐhieǀed leǀel of 
the Įght against Đorruption, in addition to the 
aforeŵentioned assessŵent ŵethods, the surǀey

5| Criminal Code of FBiH; Official Gazette of FBiH, 36/03, 
37/03, 21/04, 69/04, 18/05, 42/10, 42/11, 59/14/76/14

and Đoŵparison ŵethod based on a representatiǀe 
saŵple Đan proǀide releǀant data.

In the folloǁing teǆt ǁe present the assessŵent of 
Đorruption proǀided by dransparenĐy International 
(CPI – Corruption Perception IndexͿ in the Đountries 
of testern �alkans, adding Sloǀenia. dhe period 
froŵ 2007 to 201ϲ has been adopted, ǁhile the 
2012 estiŵation, giǀen the neǁ ŵethodology of CWI 
ĐalĐulation and the ineǀitability of the neǁ indiĐator 
ǁith preǀious years͛ ratings, is presented separately.

Country 2007 2008 2009 2010 2011 2016 Rank in 2016 
(among 176 countries)

Slovenia 6.6 6.7 6.6 6.4 5.9 61 32

Croatia 4.1 4.4 4.1 4.1 4.0 49 55

FYR Macedonia 3.3 3.6 3.8 4.1 3.9 37 90

Montenegro 3.3 3.4 3.9 3.7 4.0 45 64

Serbia 3.4 3.4 3.5 3.5 3.3 42 72

Bosnia and Herzegovina 2.9 3.3 3.0 3.2 3.2 39 83

Kosovo - - - 2.8 2.9 36 95

 

dable 1. Corruption WerĐeption Indeǆ ;CWIͿ in Region Countries 2007Ͳ201ϲ.

SourĐe͗ dransparenĐy International ;201ϲ, 2011, 2010, 200ϵ, 2008, 2007Ϳ. ͞Corruption WerĐeptions Indeǆ .͟
Note͗ Corruption WerĐeption SĐale 0 to 10 ;0 с �bsolute Corruption, 10 с No CorruptionͿ

Neǁ perĐeption 2012Ͳ201ϲ 0 to 100 ;0 с �bsolute Corruption, 100 с No CorruptionͿ 

According to the Global Corruption Perceptions 
Index ;CWIͿ report for 201ϲ, the highest plaĐes 
aŵong the Đountries of the testern �alkans 
ǁere͗ Sloǀenia ;ϯ1st plaĐe aŵong 17ϲ ĐountriesͿ, 
Croatia ;ϱϱͿ, Montenegro ;ϲϰͿ, Serbia ;72Ϳ, �osnia 
and ,erǌegoǀina ;8ϯͿ, MaĐedonia ;ϵ0Ϳ, <osoǀo 
;ϵϱͿ. In interpreting the CWI, hoǁeǀer, a Đertain 
reserǀation should be giǀen sinĐe this is a subũeĐtiǀe 
perĐeption of Đitiǌens ;ǁhiĐh in soŵe situations is 
ĐritiĐally aggraǀated, suĐh as those at the tiŵe of 
ŵore intense priǀatiǌations or sudden disĐoǀery of 
Đorruption aīairs aŵong politiĐiansͿ and diīerent 
;froŵ 2012Ϳ ŵethodologies. In any Đase, ǁide 
preǀalenĐe of Đorruption in all Đountries of testern 
�alkans is unĐertain. dhis is ĐonĮrŵed by other 
sourĐes of researĐh ;Woduŵlũak, M., 2010Ϳ, foĐused 
on the perĐeption of ŵanagers on Đorruption. �t the 
regional average level, the survey shows that 42.2% 
of ŵanagers belieǀe that Đorruption is ͞a huge or 
iŵportant obstaĐle to business in the region͟ ;ǁithin 

this aǀerage, ŵanagers͛ opinions aĐross Đountries 
ǀary Đonsiderably, ranging froŵ 8ϲ.8й in <osoǀo to 
2ϯ, ϲй in �i, and 2ϰй in MontenegroͿ.

Viewed through the regional average in the last 
deĐade, the Đoŵŵon feature of the Đountries of the 
testern �alkans is a Đertain stagnation in the Įght 
against Đorruption, ǁhiĐh on the one hand points 
to a lagging behind in deǀelopŵent ;Đorruption is 
in a negatiǀe Đorrelation ǁith eĐonoŵiĐ groǁthͿ, 
threatening ŵaĐroeĐonoŵiĐ, politiĐal and soĐial 
stability, and destiŵulation of inǀestŵents Đoŵing 
in, and, seĐondly, failure to iŵpleŵent antiͲ
Đorruption prograŵs in these Đountries.
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3. AREAS WITH WIDE-SPREAD CORRUPTION IN
BOSNIA AND HERZEGOVINA 

Corruption researĐh foĐuses on the areas of soĐial 
engageŵent faǀorable to Đorruption. � faǀorable 
enǀironŵent in the areas of Đorruption Đreates 
an opportunity for its inŇuenĐes and eǆpansion 
into the sŵallest struĐtural pores of the soĐial 
struĐture. It should also be borne in ŵind that 
giǀen the speĐiĮĐ nature of Đorruption researĐh, in 
speĐiĮĐ ĐorruptionͲprone segŵents it is possible 
to soŵetiŵes haǀe diīerentiating perĐeptions of 
Đitiǌens, based on ǁhether the researĐh is foĐused 
on the loĐal Đoŵŵunity or the ǁhole soĐiety . 
,oǁeǀer, the shiŌs and ŵisunderstandings in the 
hierarĐhy of areas that are ǀulnerable to Đorruption 
are not reŇeĐted in a ŵore signiĮĐant general trend.

A decade and a half ago, Transparency International 
�i, ;2002Ϳ ĐonĐluded that ͞one of the ŵost 
pronounĐed forŵs of Đorruption in �i, is the 
aǀoidanĐe of obligations toǁards the state ,͟ ǁhiĐh 
is ŵanifested through͗ aǀoiding payŵent of 
Đustoŵs, eǀasion of taǆes and duties and bribery of 
inspectors, which reduced public revenues in 
Bosnia and Herzegovina by one third.ϲ

� reǀieǁ of trends in Đorruption in the preǀious 
deĐade and aŌer ;2002Ͳ201ϲͿ shoǁs that areas 
ǁhere Đitiǌens ŵost oŌen perĐeiǀe Đorruption 
generally reŵain high intensity leǀels ;segŵents 
of soĐiety that Đitiǌens Đonsider the ŵost Đorrupt 
inĐlude politiĐal parties, legislature, ũudiĐiary, taǆ 
obligations, ǁith eduĐation and publiĐ proĐureŵent 
ũoining theŵ in reĐent yearsͿ.

� freƋuent stateŵent is that the state is ͣa den͞ 
of Đorruption. �s a rule, any state interǀention, 
potentially, represents the opening of a spaĐe 
for Đorruption. State interǀention Đhanges the 
position of subũeĐts in the eĐonoŵiĐ systeŵ. 
State interǀention Đreates Đhanges that iŵproǀe 
the position of soŵe subũeĐts and eǆaĐerbate the 
position of others. dhis Đreates a spaĐe for Đorruption 
beĐause those ǁho see their position iŵproǀe ǁill 
be ready to giǀe the Đreators of systeŵiĐ solutions 
soŵe of the neǁ eīeĐts ǁith an additional ŵotiǀe 
to ŵake faǀorable Đhanges eǀen ŵore faǀorable. 
dhis part of Đorruption is oŌen not inĐluded as 
part of the oǀerall estiŵated eǆtent of Đorruption. 
Motiǀation for this kind of Đorruptiǀe behaǀior Đan 
be diīerent. �ĐĐording to >aŵbsdorī ;2002, pp. 
11ϰͲ120Ϳ, the ŵost freƋuent phenoŵenon is the 
ĐoŵpliĐated instability of institutional solutions 
as ǁell as adŵinistratiǀe proĐedures, ǁhereby 
state interǀention aiŵs to aĐhieǀe ŵore than is 
obũeĐtiǀely possible. 

6| Transparency International BiH (2002), Study on Per-
ception of Corruption of BiH, Banja Luka/Sarajevo, p. 71.

dhus, the spaĐe opens up to deǀelop  Đorruption 
through the ͞oǀerĐoŵing͟ of these ĐoŵpliĐated 
proĐedures and institutional solutions.

4. PARAMETERS OF BATTLE AGAINST CORRUPTION

In stereotypical approaches, the success of 
the baƩle against Đorruption and the future of 
Đorruption itself, to a great eǆtent, as seen froŵ 
the aƫtudes of respondents in preǀious researĐh, 
depends on the establishŵent of ǀalid legislation, 
then the deǀelopŵent of institutions of the systeŵ, 
Điǀil soĐiety and eduĐation. In the Đase of �osnia 
and Herzegovina, it is usually referred to the 
neĐessary Đhanges to the �leĐtion >aǁ and the >aǁ 
on &inanĐing of WolitiĐal Warties, and to iŵproǀing 
the >aǁ on WubliĐ WroĐureŵent. Norŵally, this 
set of ŵeasures is added to the role of the ŵedia 
as the ŵedia Đan play a poǁerful role in puƫng 
Đorruptiǀe aĐtions in the liŵelight, so it is neĐessary 
to harŵoniǌe the entity s͛ laǁs on freedoŵ of 
aĐĐess to inforŵation ǁith the state laǁ, ǁith the 
introduĐtion of penalties for nonͲĐoŵplianĐe. In a 
situation ǁhere it is diĸĐult to proǀe the eǆistenĐe 
of Đorruption in faĐt and on the part of the ũudiĐiary 
authorities, a ŵedia Đaŵpaign to eǆpose and 
appoint Đorruptors Đan yield signiĮĐant results. 
&ree ŵedia haǀe a stiŵulating role in eĐonoŵiĐ 
deǀelopŵent, espeĐially in the Įght against poǀerty. 
In itself, suĐh aĐtiǀity ŵeans less Đorruption, sinĐe, 
soŵetiŵes, the ŵedia rating has a higher ǁeight 
than soŵe ĐonǀiĐtion Đoŵing froŵ a politiĐal, state 
or judicial authority.

 Kf Đourse, the eǆplanation that Đorruption Đan 
be suppressed by the appropriate institutional 
struĐture and laǁs, the deǀelopŵent of Điǀil 
soĐiety, the adǀanĐeŵent of eduĐation and the 
greater foĐus of the ŵedia on the publiĐ staŵping 
of phenoŵena and aĐtors of Đorruption is indeed a 
global theoretiĐal foĐus on Đurbing Đorruption, but 
not a Đoŵplete fraŵeǁork for eradiĐating both the 
norŵatiǀe publiĐ spaĐe and the Đorruption ŵentality 
in ǁhiĐh Đorruption phenoŵena are eŵerging and 
eǆpanding. �speĐially sinĐe Đorruption in soŵe 
situations does not alǁays produĐe negatiǀe eīeĐts, 
ǁhiĐh is the Đase ǁhen a bad or kleptoĐratiĐ state 
adŵinistration iŵposes harŵful regulation and 
thus iŵpedes norŵal business transaĐtions, so the 
best ǁay to eliŵinate not only Đorruption but also 
its harŵful eīeĐts is to eliŵinate bad and harŵful 
regulation ;Miũatoǀiđ, �., 2007Ϳ.
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dhe elaboration of paraŵeters for the Įght against 
Đorruption is plaĐed in tǁo opposing theoretiĐalͲ
ideologiĐal fraŵeǁorks͗

● dhe Įrst is interǀentionist͖ it refers to the 
ŵarked politiĐal ǁill of politiĐal and legislatiǀe 
poǁer and the deterŵination of the authorities to 
systeŵatiĐally taĐkle the Đhallenges of Đorruption, 
ǁhiĐh in prinĐiple assuŵes a ͞strong state .͟ dhe 
absenĐe of a ͞strong state͟ in this approaĐh, ǁhiĐh 
is ǁidespread aŵong analysts in Đorruption in the 
testern �alkans, alǁays iŵplies a ǀiolation of the 
laǁ and the absenĐe of proĐedures, and ultiŵately 
results in corrupt behavior of civil servants.

● dhe other is libertarian͖ this approaĐh is present 
in the testern �alkans only through the opus 
of rare individuals. In all likelihood, the leading 
libertarianist eĐonoŵist in this area is �oris �egoǀiđ 
;2007Ϳ, aĐĐording to ǁhoŵ Đorruption is analytiĐally 
positioned to reduĐe the beneĮts of Đorruption and 
inĐrease Đosts for partiĐipants in Đorruption ǁork. 
dhe beneĮt of Đorruption eǆists in Đonditions of 
ĐounterproduĐtiǀe state interǀention, i.e. laĐk of 
Đoŵpetition, in Đonditions ǁhere a large rent is 
Đreated. In this approaĐh, through deregulation 
and liberaliǌation, the beneĮts of Đorruption for 
Đorruptors are reŵoǀed. InĐreasing Đosts for 
partiĐipants in Đorruption inǀolǀes inĐreasing the 
transaĐtion Đosts of suĐh businesses, as ǁell as the 
eǆpeĐted penalties for the Đriŵe of Đorruption. dhe 
resolǀe, that is, the politiĐal ǁill and good eleŵents 
of a strategy eŵbedded in sound, liberal eĐonoŵiĐ 
poliĐies, are the preĐonditions for eīeĐtiǀe Įghting 
against Đorruption. If this is aĐhieǀed, ĐonĐrete 
institutional or organiǌational solutions are not of 
ĐruĐial interest Ͳ diīerent solutions Đan ǁork ǁell 
if the aboǀe preĐonditions are ŵet. dhe preǀious 
positiǀe eǆperienĐes froŵ Đountries Įghting against 
Đorruption shoǁ that the strategy of Đoŵbating 
Đorruption ǁas based on three Đoŵpleŵentary 
antiͲĐorruption leǀels ;Rolũiđ, >., 201ϲͿ͗

1Ϳ ǁellͲdeǀeloped ͞situational preǀention ,͟ that is, 
the liŵitation of opportunities for Đorruption,

2Ϳ inĐreasing repression against oīenders,

ϯͿ Đhanges in Đultural paƩerns in soĐiety.

5. CORRUPTION REPERCUSSIONS ON THE 
FINANCIAL SYSTEM

 
dhe ŵost draŵatiĐ ĐonseƋuenĐes of Đorruption are͗ 
a deĐline in eŵployŵent, a sloǁdoǁn in eĐonoŵiĐ 
aĐtiǀity, rising priĐes, losing ĐonĮdenĐe of foreign 
inǀestors and, ĐonseƋuently, the groǁth of publiĐ 
debt.

In ǀarious parts of the ŵarket, Đorruption leads 
to an uneƋual position those entities that aĐt 
in aĐĐordanĐe ǁith eǆisting ŵarket Đonditions 
and rules, ǁhen Đoŵpared to entities that, using 
Đorruptiǀe ŵeĐhanisŵs, aĐhieǀe an apparent 
Đoŵpetitiǀe adǀantage. �t the saŵe tiŵe, there is a 
false piĐture of the Đost eīeĐtiǀeness of those ǁho 
base their Đoŵpetitiǀe adǀantage on Đorruptiǀe 
behaǀior. dhe inadeƋuate ŵarket Đonditions further 
reduĐe inǀestŵents in teĐhniĐal progress and 
innoǀations ǁhose return and ǀeriĮĐation period is 
inĐoŵparably sloǁer than ͞ǀerifying͟ the eīeĐts of 
Đorruption.

As a result, healthy entrepreneurship and 
Đoŵpetition ;on ǁhiĐh the Đoŵparatiǀe adǀantage 
and eĸĐienĐy of the ŵarket eĐonoŵy systeŵ 
restsͿ are deĐlining, and at the saŵe tiŵe, the 
entrepreneurial power within the country is being 
destroyed.

�istrust in the funĐtioning of state institutions and 
the state s͛ legislation is reũeĐted by foreign inǀestors, 
those ǁho are inĐlined to Đoŵply ǁith national 
legislation and aƩraĐt inǀestors ǁho theŵselǀes 
shoǁ high preferenĐe for Đorruption and ǁho 
base their Đoŵpetitiǀe adǀantage preĐisely on 
Đorruption. dhat is ǁhy ŵany inǀestŵent proũeĐts 
hardly proǀe their eĐonoŵiĐ ǀiability, ǁhiĐh reduĐes 
inǀestŵent in the Đountry. ConseƋuently, the oǀerall 
eĐonoŵiĐ aĐtiǀity and eŵployŵent in the Đountry 
are reduced.

dhe result of Đorruption is the Đreation of a speĐial 
type of ͞businessŵen ,͟ naŵely renters, in the 
transition Đountries Đalled ͞ tyĐoons ,͟ ǁhiĐh inĐrease 
their ǁealth by renting rather than inǀesting. 
�y restriĐting the proĐess of priǀatiǌation ŵainly 
nonͲproĮt publiĐ enterprises reŵain on the ŵarket͖ 
they are not eǆposed to ŵarket ǀeriĮĐation by 
proǀing they are Đapable of ŵaking proĮts. �t 
the saŵe tiŵe, they their doors ǁide open for 
further strengthening of Đorruption by passing 
the burden of losses onto public revenues with 
unproduĐtiǀe eŵployŵent Đontrary to real needs. 
&inally, the traditional ŵanifestation of Đorruption 
is represented by various types of tax evasion, 
ǁhiĐh, by liŵiting the state s͛ potential to ĮnanĐe 
publiĐ needs, direĐtly reduĐes eŵployŵent and the 
possibility of Đapital inǀestŵent.
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Countries that, through their ŵeĐhanisŵs, 
fail to Đontain Đorruption ƋuiĐkly get a bad 
reputation in terŵs of realiability of business 
dealings, and thus they only suĐĐeed in aƩraĐting 
businessŵen ǁho only deal in unregulated ŵarkets. 
As stated in the preceding part of the text, there 
are no eǆaĐt indiĐators of Đorruption that ǁould 
alloǁ a reliable ŵeasureŵent of the leǀel of 
Đorruption in a Đountry. Measureŵents used in 
sĐientiĮĐ and professional ĐirĐles are based on the 
deterŵination of seleĐted indiĐators aĐĐording to 
ǁhiĐh the ŵethod of Đoŵparison establishes trends 
of this phenoŵenon. In these Đoŵparisons, regional 
Đoŵparisons are of partiĐular iŵportanĐe beĐause 
they are about the approǆiŵate geographiĐal, 
soĐietal and politiĐal Đonditions in ǁhiĐh eĐonoŵies 
are developing.

&or this analysis, ǁe ǁill use seǀeral eĐonoŵiĐ 
indicators that indicate the trends in which it 
is possible to accept the conclusion that these 
deǀelopŵents are, in part, the ĐonseƋuenĐes of 
Đorruption, aŵong other faĐtors.

In the analysis, we will use the following indicators 
;ǁhiĐh do not end only ǁith the list oīeredͿ͗ '�W, 
ŵoǀeŵent of foreign direĐt inǀestŵents, trends in 
the labor ŵarket and ŵoǀeŵent of the Đountry s͛ 
Đredit rating.

Coŵparison is done betǁeen Sloǀenia, Croatia, 
�osnia and ,erǌegoǀina, Serbia, Montenegro, 
Kosovo and Macedonia.

Country 
GDP growth rate 

 
2010                2015 

DSI  (mil USD) 
 

2010                2015 

Labor market / 
employment rate 
2010               2015 

Credit Rating 
(S & P) 

2010     2015 
Slovenia 1.2                    2.3 -119              -1,370 73.0                 69.1 A- 

Croatia -1.7                  1.6 -1,272              -176 64.9                 60.5 BB- 

BiH 0.8                   3.0 -363                 -246 39.0                 39.2 B 

Serbia 0.6                   0.8 -1,501           -2,001 47.3                 52.1 BB- 

Montenegro 2.5                   3.4 -731                 -687 47.6                 51.4 B+ 

Macedonia 3.4                   3.8 -207                 -230 43.5                 47.8 BB- 

Kosovo 3.3                   4.1 -440                 -302 26.1                 25.2 - 

dable 2. Certain MaĐroeĐonoŵiĐ IndiĐators in the Countries of the Region 2010Ͳ201ϱ.

SourĐes͗ 1.torld bank, �ata, '�W, groǁth, annual й͖ 2.torld bank, &oreign direĐt inǀestŵent, net͖  
ϯ.  �urostat, <ey Įgures on �urope Ͳ201ϲ edition >abour ŵarket͖ �urostat͖  

Candidate Đountries and potential Đandidates͗ SI Ͳ eŵployŵent

dhe greatest dynaŵiĐs of the '�W groǁth rate is eǆ-
pressed by Kosovo as well as Macedonia, which is 
not only an eĐonoŵiĐ result, but also the result of 
the engageŵent of international forĐes and institu-
tions that support the stabiliǌation of their politiĐal 
ĐirĐuŵstanĐes. Montenegro is ranked third in the 
circle of selected countries and its growth is based 
on ũoining the N�dK paĐt and inǀestŵents in its in-
frastruĐture, ǁhile Sloǀenia and Croatia are shoǁing 
groǁth in line ǁith the Đoŵŵitŵent to �uropean 
funds. �i, and Serbia are shoǁing all the ĐharaĐter-
istiĐs of Đountries that are still not supported by the 
international Đoŵŵunity to the eǆtent eǆpeĐted, 
and they shoǁ sloǁ groǁth in ǁhiĐh it is realistiĐ 
to belieǀe in the ĐonseƋuenĐes of ǀarious forŵs of 
Đorruption.

In the &�I area, all the Đountries of the region shoǁ 
a deĐline in foreign inǀestŵents, ǁhiĐh is an indiĐa-
tor of the Đontinued presenĐe of insuĸĐient inǀes-
tor ĐonĮdenĐe, in part due to the Đurrent Đorrup-
tion ratings. dhe ǀoluŵe of inǀestŵents is ŵodest, 
espeĐially Đonsidering the faĐt that ŵost foreign in-
ǀestŵent are Đoŵposed of ŵutual inǀestŵents of 
Đountries in the region, and that ͞real͟ foreign in-
ǀestŵents froŵ deǀeloped Đountries are still ŵod-
est.

dhe ĐonseƋuenĐes of the '�W and &�I trends haǀe 
also resulted in a drop in eŵployŵent, ǁhiĐh is par-
tiĐularly pronounĐed in the Đase of �i, and <osoǀo. 
Institutional trust and inǀestor safety, in addition to 
the geographiĐ beneĮts of the region and ŵany of 
the beneĮts of aǀailable labor ĐapaĐities, are still 
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apparently unsuĐĐessful gaining ŵarket ǀeriĮĐation. 
In support of these conclusions, all the countries of 
the region haǀe ŵostly the saŵe ratings.

�nalyǌing the probleŵ of Đorruption in ŵonitoring 
the ŵoǀeŵent of eĐonoŵiĐ indiĐators, ǁe arriǀe 
at a ŵore reliable piĐture of the ĐonseƋuenĐes of 
Đorruptiǀe aĐtiǀities, and Đan ŵake ŵore reliable 
ũudgŵents on the prinĐiple of perĐeption than the 
deteĐtion of Đorruption.

5.1. Money laundering as a result of corruption 
and organized crime

Corruption results in ŵaterial and nonͲŵaterial 
beneĮts. dhere is no obũeĐtiǀe data on the eǆtent 
of Đorruption eǆpressed in ŵonetary ǀalue, but 
ǁhen it Đoŵes to the forŵ analyǌing the forŵ 
that Đorruption aĐtiǀities ultiŵately take, it is 
undoubtedly ŵoney. Money enables the aĐtors of 
Đorruption ǁith inĐreased ŵobility in the further 
use of Đorruption results, and the priŵary foĐus 
of Đountries and the international Đoŵŵunity is 
aiŵed at preǀenting ŵoney laundering. Monitoring 
the traĐe of ŵoney is aŵongst the ŵost eīeĐtiǀe 
ŵethods to reǀeal Đorruption aĐtiǀities. Money 
laundering is the legaliǌation of ĮnanĐial assets 
aĐƋuired through Đriŵinal aĐtiǀities, or ĮnanĐial 
transaĐtions to hide the true origin of ŵoney and 
other forŵs of Đapital.

dhrough the ŵonitoring and assessing of the sĐale 
of ŵoney laundering aĐtiǀities, it is possible to arriǀe 
to releǀant estiŵates of the eǆtent of Đorruption 
and other forŵs of organiǌed Đriŵe.

dhe basiĐ proĐedures for ŵoney laundering are the 
folloǁing ;Vukoǀiđ, S., 200ϯͿ͗

● replaĐeŵent or transfer of property arising froŵ 
the perforŵanĐe of the prohibited aĐtiǀity͖

● ĐonĐealŵent or eǀasion of the origin of ŵoney 
or ĐonĐealŵent of the plaĐe ǁhere the ŵoney is 
inǀested, ĐonĐealŵent of the purpose of using the 
property and the rights arising froŵ the perforŵanĐe 
of an illegal aĐtiǀity͖

● ĐonĐealŵent, priǀatiǌation of enterprises, 
unlaǁfully aĐƋuired assets and soĐial and state 
Đapital͖

,oǁeǀer, in order for soŵeone to use the funds 
thus obtained ǁithout hindranĐe, those funds ŵust 
be legaliǌed and thus inĐluded in legal ĮnanĐial 
Ňoǁs. WartiĐipants in ŵoney laundering resort to 
ǀarious ĮnanĐial transaĐtions to hide the true origin 
of ŵoney, to ŵake it a legal ŵeans of eǆĐhange in 
the ŵoney ŵarkets, but in doing so, they direĐtly 
threaten the ĮnanĐial systeŵ of the Đountry.

In these aĐtiǀities, there is a ǁhole Đhain of 
partiĐipants ǁho use the knoǁledge of ĮnanĐial 
eǆperts to shoǁ the ŵoney thus aĐƋuired as legally 
aĐƋuired and plaĐe it in doŵestiĐ or international 
business aĐtiǀities. &or the purpose of ŵoney 
laundering, weaker regulated and supervised 
banking systeŵs are ŵost oŌen used. In praĐtiĐe, 
the soͲĐalled  underground banking systeŵ that is 
beyond the Đontrol of state authorities is being used 
for these purposes.

dhere are a nuŵber of diīerent teĐhniƋues of 
ŵoney laundering, and they are Đoŵŵonly referred 
to as ŵoney passing through three stages͗

● inǀesting,

● ĐonĐealŵent,

● integration

dhere are nuŵerous forŵs of ŵoney laundering, 
and the ŵost iŵportant are͗ Đash transaĐtions, 
eleĐtroniĐ transfers, oīshore ĮnanĐial Đenters, nonͲ
Đorporate groups, professional ĮnanĐial adǀisers, 
online banking, gaŵbling, terrorisŵ and others, 
such as the role of lawyers, notaries, accountants, 
auditors and other professionals in the process of 
ŵoney laundering.

Corruption and ŵoney laundering are shiŌing froŵ 
higher to loǁer leǀels of politiĐal deĐisionͲŵaking, 
inĐluding entire soĐial strata. dhere are ŵany Đauses 
of Đorruption in the eĐonoŵy, but its ŵanifestations 
Đan take ǀarious forŵs. Criŵinals spend and inǀest 
illegal ŵoney in diīerent ǁays, and are usually 
grouped into the folloǁing, four basiĐ forŵs 
;Vukoǀiđ, S., 200ϯͿ͗

1. Spending illegally aĐƋuired proĮts 
through the purchase of goods and 
inǀesting in restaurants and hotels͖ 
 
2. Inǀesting ͞dirty͟ ŵoney into serǀiĐe aĐtiǀities 
;espeĐially taǆi serǀiĐesͿ, and for suĐh ŵoney 
transaĐtions to be professionally eǆeĐuted Đriŵinals 
hire aƩorneys and other ĮnanĐial professionals͖

ϯ. Criŵinals proǀide theŵselǀes and their assoĐiates 
through inǀestŵents, ǁhiĐh they haǀe illegally 
realized, a high social status, thereby gaining an 
opportunity to assoĐiate ǁith politiĐians and to 
inŇuenĐe the legislatiǀe aĐtiǀity that they adapt to 
their interests͖

ϰ. Criŵinals haǀe ͞their͟ politiĐians ǁho they 
pay and thus partiĐipate in the politiĐal life of the 
country by ensuring their interests in the highest 
social life.
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dhe eĐonoŵiĐ and politiĐal Đoŵponent of Đorruption 
and ŵoney laundering are Đhanging rapidly so as to 
be ŵore diĸĐult to deteĐt, in order for the state 
authorities not to be able to preǀent and suppress 
Đorruption. dherefore, knoǁledge of eŵerging 
forŵs of eĐonoŵiĐ Đriŵe, in partiĐular Đorruption 
and ŵoney laundering, is neĐessary in order to͗ 
eǆaŵine the Đonditions, Đauses and other releǀant 
ĐirĐuŵstanĐes faǀoring the Đreation of these aĐts in 
a giǀen period and to take tiŵely and ͬ or eīeĐtiǀe 
ŵeasures by the state and other entities of the 
soĐiety ǁith the aiŵ of preǀenting and Đoŵbating 
Đorruption.

Reŵoǀing suĐh ĐirĐuŵstanĐes, ǁith the ĐonsĐious 
and organiǌed aĐtiǀity of state institutions and 
the whole society, is sure to reduce the risk of the 
deǀastating ĐonseƋuenĐes of Đorruption. Control, as 
one of the poǁerful ǁays of preǀention, should Đoǀer 
all areas of eĐonoŵiĐ and nonͲbusiness aĐtiǀities 
that are endangered by Đorruption and ŵoney 
laundering. Control enables tiŵely reĐognition 
of neǁ forŵs of eĐonoŵiĐ Đriŵe and identiĮes 
Đriŵinal aĐts of Đorruption and ŵoney laundering. 
It should be kept in ŵind that ǁith the deǀelopŵent 
of international and other relations, Đorruption and 
ŵoney laundering get neǁ forŵs, ǁith Đontinuous 
iŵproǀeŵent and  utiliǌation of neǁ and diǀerse 
ŵethods and tools that are inĐreasingly applied in 
praĐtiĐe. Soŵe of the basiĐ ĐharaĐteristiĐs of ŵoney 
laundering resulting froŵ Đorruption and other 
prediĐate oīenses are ;�irks, W., 1ϵϵϱͿ͗

&irst, the global nature of the phenoŵenon of 
ŵoney laundering ŵakes geographiĐal boundaries 
ŵore and ŵore irreleǀant. Money launderers tend 
to shiŌ their aĐtiǀities to ũurisdiĐtions ǁhere sŵall or 
poorly established antiͲŵoney laundering ŵeasures 
are in place.

SeĐond, a large nuŵber of traditional ŵoney 
laundering teĐhniƋues are reǀealed, suĐh as 
struĐturing transaĐtions to aǀoid reporting 
reƋuireŵents, Đash sŵuggling, ĐurrenĐy Đonǀersion, 
and the use of oīshore ĮnanĐial Đenters, ǁhiĐh  
reŵain the ŵost proŵinent ŵethods for hiding 
proĮts obtained through Đriŵinal aĐtiǀities. Various 
forŵs of Internet usage, suĐh as Đasino gaŵbling 
and banking related aĐtiǀities, as ǁell as eleĐtroniĐ 
internet banking are increasingly providing 
ŵeĐhanisŵs that Đould be used for fast ŵoney 
ŵoǀeŵents, ǁhiĐh are inĐreasingly deǀiating froŵ 
the use of traditional paper ĐurrenĐy in industrialiǌed 
countries.

dhird, there is an upǁard trend aŵong ŵoney 
ŵakers to ŵoǀe aǁay froŵ the banking seĐtor to 
the nonͲbanking ĮnanĐial institutions.

&ourth, there is a steady inĐrease in the aŵount of 
Đriŵinal Đash that is being sŵuggled out of Đountries 
for plaĐeŵent in ĮnanĐial systeŵs abroad. In ŵany 
ũurisdiĐtions, there are no border  reĐords that 
ǁould folloǁ the path of Đash Ňoǁs, and it is Ƌuite 
easy for ŵoney launderers to ŵoǀe large suŵs of 
cash over land borders to other countries.

&iŌh, the trend ŵost freƋuently obserǀed in 
ŵoney laundering is the inĐrease in the use of nonͲ
ĮnanĐial businesses or professions that are not 
related to banking institutions. Money launderers 
are inĐreasingly reĐeiǀing help froŵ professional 
helpers such as accountants, notaries, lawyers, real 
estate agents and brokers in the purchase and sale 
of luǆury goods, preĐious ŵetals, and eǀen durable 
Đonsuŵer goods, teǆtiles and other produĐts that 
are part of iŵports and eǆports. �ll of these beneĮts 
use a wide range of resources to obscure the origin 
and oǁnership of probleŵatiĐ assets. dhe use of 
outsourĐing Đoŵpanies, usually established ǁithin 
the ũurisdiĐtions of oīshore ĮnanĐial Đenters, is one 
of those Đoŵŵon resourĐes.

Money laundering needs to be treaded as an 
aĐĐoŵpanying oĐĐurrenĐe of organiǌed Đriŵe 
because, according to the degree of social danger, 
it is one of the ŵost dangerous aspeĐts that aīeĐts 
the foundations of the national eĐonoŵy. hnlaǁful 
aĐtiǀity, based on these Đriŵinal oīenses, giǀes the 
organiǌers enorŵous ŵaterial gain, sinĐe aŌer their 
͞legaliǌation ,͟ it is possible to use it in the proĐess of 
all other legal aĐtiǀities. Money laundering is oŌen 
perforŵed as an iŵportant part of the aĐtiǀities 
of organiǌed groups, and in ŵany Đases the ǀery 
organiǌers are persons in iŵportant positions in the 
state adŵinistration or the priǀate seĐtor, i.e. persons 
ǁith a high soĐial status. Wrofessional Đriŵinals oŌen, 
in order to organiǌe ŵoney laundering, are linked 
to Đreating poǁerful groups, gangs, ǁhiĐh haǀe a 
foothold in the poliĐe, the ũudiĐiary authorities and 
aŵong politiĐians. dhe psyĐhologiĐal Đoŵponent of 
ŵoney laundering indeed points to politiĐal aspeĐts, 
because those who decide to get involved in such 
dealings are typiĐal representatiǀes of that part of 
the authorities ǁho are skillfully inǀolǀed in politiĐal 
aĐtiǀities.

dhe aŵount of ŵoney laundering Đan hardly be 
reliably estiŵated, although estiŵates are ŵade 
using indireĐt indiĐators of payŵent transaĐtions, 
the aŵount of ŵoney in ĐirĐulation, and the like. 
dhe latest estiŵate ǁas published by WtC ;Price 
Woterhouse CoopersͿ aĐĐording to ǁhiĐh in the hS� 
the ǀoluŵe of ŵoney laundering reaĐhes 2Ͳϱй of 
'�W or about 1 trillion hS� per year. 7

7| PWC, https://www.pwc.com/gx/en/services/
advisory/forensics/economic-crime-survey/anti-money-
launder-ing.html, accessed September 1, 2017
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dhe probleŵ of ŵoney laundering is direĐtly 
reŇeĐted on �osnia and ,erǌegoǀina, ǁhiĐh, 
due to insuĸĐiently harŵoniǌed legislation and 
insuĸĐient Đoŵŵitŵent to this issue, suīers 
ŵarket ĐonseƋuenĐes. Naŵely, despite establishing 
the basiĐ legislatiǀe basis, there are strong risks 
of ŵoney laundering based on ineĸĐienĐy in the 
Įght against organiǌed Đriŵe and Đorruption, as 
ǁell as aƩeŵpts to use the territory of �osnia and 
,erǌegoǀina to ĮnanĐe terrorisŵ. In the report of 17 
Septeŵber 201ϱ, published by Moneyǀal Coŵŵity, 
�osnia and ,erǌegoǀina is ĐlassiĮed as a group of 
Đountries ǁith a ǀery high risk of ŵoney laundering.

In the conclusions of this report, Bosnia and 
,erǌegoǀina has been ǁarned of the shortĐoŵings 
of the ŵoney laundering systeŵ, ǁith partiĐular 
eŵphasis͗

Conclusion 3 - Many indicators show that BiH 
is ǀulnerable to ŵoney laundering and terrorist 
ĮnanĐing and is aƩraĐtiǀe to organiǌed Đriŵinals 
and tax evaders

ConĐlusion ϲ Ͳ �i, has iŵproǀed its ability to freeǌe 
and ĐonĮsĐate assets and introduĐe a proǀision for 
ĐonĮsĐating the reǀerse burden and applying theŵ 
in praĐtiĐe ǁhiĐh ǁould undoubtedly strengthen 
the ĐonĮsĐation regiŵe. ,oǁeǀer, eīeĐtiǀe 
iŵpleŵentation needs to be iŵproǀed, in partiĐular 
ǁith regard to the routine appliĐation of proǀisional 
ŵeasures and the eīeĐtiǀe eǆeĐution of ĐonĮsĐation 
orders.

ConĐlusion ϵ.Ͳ dhe eīeĐtiǀeness of the systeŵ for 
controlling physical cross-border currency transport 
is an issue of concern

ConĐlusion 11. dhere reŵains a ĐonĐern regarding 
the leǀel of iŵpleŵentation of the ŵonitoring 
ĐoŵŵiƩee for the Įg.

 

CONCLUSION

 

Corruption is Đuƫng deeply into the ŵost liǀing 
and ǁorking segŵents of the Đollapsed transitional 
soĐieties. SinĐe the beginning of transitional 
proĐesses, authoritarian regiŵes, under the preteǆt 
of parliaŵentary deŵoĐraĐy, inŇuenĐe the Đreation 
of forŵal and inforŵal netǁorks of Đorruption 
at all organisational leǀels. dhese netǁorks are 
faĐing Đorruption or gaining illegal beneĮts in 
the iŵŵediate struĐture of the state leadership 
and ŵanageŵent at all leǀels. dhe unŵistakable 
ĐonĐlusion is that the ruling politiĐal establishŵents 
of these Đountries are ŵarked ǁith proto deŵoĐraĐy, 
ǁhiĐh inĐludes deŵoĐraĐy as the supreŵaĐy of 

the laǁ, but in terŵs of norŵatiǀe Đrisis, ǁithout 
deŵoĐratiĐ or politiĐal struĐtures that Đan support 
it ;interdependent triangle͗ deŵoĐraĐyͲ eĐonoŵiĐ 
groǁthͲĐorruptionͿ.

dhe Đorruption is the rule in the ruined transitional 
soĐieties, ǁith ƋualiĮĐations of ͞systeŵatiĐ 
disease ,͟ Đauses of ǁhiĐh Đould be sought in 
institutional, historiĐal and Đultural faĐts. In �osnia 
and Herzegovina, these causes lie in divergent 
politiĐal ǀisions resulting froŵ the ethniĐally diǀided 
struĐture of the state union and in the iŵposed 
neoͲliberal ŵodel of eĐonoŵiĐ deǀelopŵent. dhe 
Đurrent rating on the state of Đorruption in the 
testern �alkans says that there is a Đertain 
stagnation in the Įght against Đorruption, ǁhiĐh 
on the one hand, refers to groǁth retardation 
;Đorruption is negatiǀely Đorrelated ǁith eĐonoŵiĐ 
groǁthͿ, endangering the ŵaĐroeĐonoŵiĐ, politiĐal 
and social stability, and discouraging the arrival of 
inǀestŵent, and on the other hand, failure of the 
iŵpleŵentation of antiͲĐorruption prograŵs to a 
certain extent. State institutions siŵulate eīorts to 
Đoŵbat Đorruption, but aĐtually haǀe no interest in 
the suĐĐess of the proũeĐt of Įghting Đorruption and 
strengthening the capacity of the police and local 
authority. dhe ŵain probleŵ of iŵpleŵentation of 
antiͲĐorruption prograŵs is the laĐk of politiĐal ǁill, 
regardless of the existence of laws in this area that 
are norŵatiǀely ǀery good, in ŵost Đountries of the 
testern �alkans. Monitoring the proĐess of Įghting 
Đorruption reƋuires, in addition to the partiĐipation 
of state bodies and the international Đoŵŵunity, 
the aĐtiǀe partiĐipation of the ŵedia and the Điǀil 
sector.

�eĐause of the diīerent Đorruption netǁorks and 
their interͲrelatedness, any isolated aĐtions to Đurb 
it cannot provide results in the long run. Due to the 
faĐt that Đorruption is the sisͲteŵ ;atͿ is authority 
proũeĐt, teŵporary eīeĐts that beĐoŵe ŵore 
transparent at soŵe point of the pressure froŵ the 
international Đoŵŵunity, ǁill not be healing for 
this ͞soĐial disease .͟ dhe ŵeasure, ǁhiĐh ǁould be 
enforceable and which would give results in the long 
run, refers to the establishŵent and deǀelopŵent 
of the rule of law and raise of the living standards 
of Đitiǌens and eĐonoŵiĐ leǀels of soĐiety in 
general. This would gradually lead to the exclusion 
of the sourĐes of Đorruption. dhe suĐĐess of the 
struggle and the future of Đorruption depend on the 
establishŵent of ǀalid legislation to a large eǆtent, as 
eǀident froŵ the aƫtudes of the respondents in the 
study, and on the deǀelopŵent of state institutions, 
Điǀil soĐiety and eduĐation. dhe aŵendŵents to the 
legal proǀisions, suĐh as the �leĐtion >aǁ and the 
>aǁ on &inanĐing WolitiĐal Warties, and iŵproǀeŵent 
of the >aǁ on WubliĐ WroĐureŵent are neĐessary. te 
should not ignore the role the ŵedia Đan play in 
denouncing the corrupt acts. It is necessary to 
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harŵoniǌe the entity laǁs on freedoŵ of inforŵation 
ǁith state laǁs, ǁith the introduĐtion of penalties 
for nonͲĐoŵplianĐe ǁith the laǁ. In a situation 
ǁhere it is diĸĐult for ũudiĐial authorities to proǀe 
the eǆistenĐe of Đorruption, one ŵedia Đaŵpaign 
Đan bring signiĮĐant results in eǆposing and naŵing 
the Đarriers of Đorruption. hnrestriĐted ŵedia 
haǀe a stiŵulating role in eĐonoŵiĐ deǀelopŵent, 
espeĐially in the Įght against poǀerty. dherefore 
suĐh aĐtiǀity ŵeans less Đorruption beĐause, 
soŵetiŵes, the ŵedia rating Đarries ŵore ǁeight 
than the Đondeŵnation of any politiĐal, state or 
judicial body.

Corruption and organiǌed Đriŵe as parts of the saŵe 
probleŵ, disturbing the established legislation in 
the Đountry, are priŵarily aƩaĐking ĮnanĐial systeŵ 
of the Đountry. dhe ŵotiǀe of Đorruption and Đriŵe 
is ŵoney. Money, or ͞dirty ŵoney͟ leads to daŵage 
to the reputation of the Đountry and reũeĐtion of 
those ǁho ǁant to aĐhieǀe Đoŵparatiǀe 

adǀantages at the ŵarket ǁith their knoǁledge and 
aƩraĐts those ǁho haǀe the ability to ͞ ǁash ŵoney͟ 
and through the legal institutions of the systeŵ to 
aĐhieǀe their oǁn goals only, negleĐting soĐial ǀal-
ues.  dhe eǆtent of Đorruption and organiǌed Đriŵe 
Đannot be ŵeasured and it is diĸĐult to assess it 
Đoŵprehensiǀely. �espite the aĐĐepted perĐeption 
of the eǆtent of Đorruption, there reŵains a reserǀe 
in terŵs of its reliability and representatiǀeness of 
the saŵples used and the adopted paraŵeters. � 
perĐeption based on eǆaĐt indiĐators that indiĐate 
ŵoǀeŵent direĐtions and trends of seleĐted eĐo-
noŵiĐ indiĐators of those eĐonoŵiĐ aĐtiǀity through 
ǁhiĐh, by eǆperienĐe, holders of Đorruption and 
organiǌed Đriŵe legaliǌe their ǲdirty ŵoneyǲ in the 
easiest ǁay, seeŵ ŵuĐh ŵore reliable. Kn the oth-
er hand, ŵaĐroeĐonoŵiĐ indiĐators arising froŵ the 
business relationship in the international Đoŵŵuni-
Đation of the Đountry and inǀestors ǁhose priŵary 
ŵotiǀe for the Đoŵpetition is the proĮt aƩained, 
ĐonĮrŵ this perĐeption. 
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Abstract

This study seeks to investigate U.S. generational cohort (Swing, Baby Boomer, Generation X, and Genera-

tion Y) differences of female consumers’ satisfaction of store environment variables—store atmosphere, 
ease of shopping, and sales associates—from the standpoint of a small business chain with 18 locations 
in the Southeastern United States. Results reveal no significant overall mean differences in satisfaction for 
store atmosphere and ease of shopping; however, the Swing Generation differs from Generation Y for sales 
associate satisfaction. Additionally, results indicate generational cohort differences for two sales associate 
measures and one ease of shopping measure.   

Keywords: Small, independent retailers; Consumer satisfaction; Store environment

Category: Research paper

INTRODUCTION

 

Sŵall businesses ŵake up ϵϵ.7й of h.S. eŵployer 
Įrŵs, aĐĐount for ϱϰй of all h.S. sales, and Đonsist 
of feǁer than ϱ00 eŵployees ;h.S. Sŵall �usiness 
�dŵinistration, 201ϰͿ. Many sŵall, independent 
retailers faĐe intense Đoŵpetition froŵ national 
departŵent store Đhains and oŌentiŵes struggle to 
surǀiǀe ;'reǁal, Roggeǀeen, WuĐĐinelli, Θ SpenĐe, 
201ϰͿ. Many haǀe liŵited ĮnanĐial resourĐes and 
are faĐed ǁith the daunting task of deĐiding ǁhere 
and hoǁ to alloĐate funds for ŵarketing, Đoŵpany 
eǆpansion, and the introduĐtion and deǀelopŵent 
of neǁ inǀentory lines. &urtherŵore, eŵployee 
training, if aǀailable, is oŌen ĐonduĐted inͲhouse by 
the oǁner andͬor eǆisting eŵployees. �espite the 
Đhallenges faĐed by sŵall, independent retailers, 
they proǀide ǀaluable resourĐes to Đoŵŵunities. 

dhese retailers enhanĐe the Đoŵŵunity landsĐape 
by inĐreasing the diǀersity in shopping opportunities, 
eŵployŵent, and aĐting as sales taǆ resourĐe 
generators.

Retailers throughout the industry, including big box, 
franĐhise, Đhain store and independent Đoŵpanies 
alike, are realizing that products and/or services 
alone are not suĸĐient to keep an organiǌation 
proĮtable, sinĐe ŵarketplaĐe Đoŵpetition is at 
an allͲtiŵe high. do be suĐĐessful longͲterŵ, 
retailers ŵust go beyond ͞selling produĐts and 
serǀiĐes͖͟ they ŵust be in the business of satisfying 
Đonsuŵers ;,osseini, Mosayebi, Θ <horraŵ, 201ϯ͖ 
Muhaŵŵad, Musa, Θ �li, 201ϰͿ. dhe Đhallenge 
hoǁeǀer, is identifying hoǁ to best satisfy 
Đonsuŵers ;durhan, 201ϰͿ. ResearĐh suggests that 
retailers take a holistiĐ approaĐh ǁhereby a ǀariety 
of Đonsuŵers͛ needs are eǆaŵined ;e.g., <iŵ Θ 
�aŵhorst, 2010Ϳ. Shopping ĐonǀenienĐe, breadth 
and depth of produĐts oīered, store enǀironŵent, 
aŵbianĐe, and sales assoĐiates are all aspeĐts that 
retailers try to adapt in a pleasing ǁay to entiĐe and 
retain Đonsuŵers. �ltogether, Đonsuŵers͛ shopping 
behavior (i.e., their willingness to stay in the store, 
broǁse ŵerĐhandise, and ŵake purĐhasesͿ is 
ultiŵately inŇuenĐed by the store enǀironŵent 
;Sinha Θ hniyal, 200ϱͿ. dhe deĐiding faĐtor of a 
Đonsuŵer s͛ leǀel of satisfaĐtion ǁith a store is oŌen 
not based on the purĐhase or the produĐt͖ it is the 
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ŵood and intensity of eŵotions garnered froŵ the 
store enǀironŵent and eǆperienĐe ;SaĐhdeǀa Θ 
'oel, 201ϱͿ. 

dhe study of shopping enǀironŵent is not uniƋue 
to the Đonsuŵer behaǀior researĐh literature, nor 
is feŵale Đonsuŵers͛ perĐeptions of the shopping 
enǀironŵent ;e.g., MiĐhon, Chebat, zu, Θ >eŵarie, 
΀201ϱ΁ reĐently studied feŵale Đonsuŵers͛ 
perĐeptions of the shopping ŵall enǀironŵentͿ. 
dhe ũuǆtaposition of researĐhing feŵale Đonsuŵers͛ 
leǀel of satisfaĐtion ǁith the sŵall fashion Đhain 
store enǀironŵent, ǀia generational Đohort, is 
ǁhere the gap in the literature lies. SinĐe sŵall, 
independent fashion chain stores face considerable 
Đoŵpetition and ŵust set theŵselǀes apart ;i.e., 
gain a Đoŵpetitiǀe adǀantageͿ froŵ national retail 
Đhain stores, this study seeks to inǀestigate feŵale 
Đonsuŵers͛ satisfaĐtion in regards to the folloǁing 
store enǀironŵent ǀariables͗ store atŵosphere, 
ease of shopping, and sales assoĐiates froŵ the 
standpoint of a sŵall business Đhain. In doing so, 
this study ǁill͗ ;1Ϳ utiliǌe data obtained ǀia a surǀey 
ĐonduĐted for a sŵall, independent fashion Đhain 
store loĐated in the Southeastern hnited States͖ 
;2Ϳ analyǌe feŵale Đonsuŵer data ǀia generational 
Đohort͖ and ;ϯͿ test siǆ hypotheses ;tǁo per store 
enǀironŵent ǀariableͿ. � priǀately oǁned sŵall, 
independent fashion Đhain store s͛ Đonsuŵer eŵail 
database is used Đonsisting of 18 briĐkͲandͲŵortar 
loĐations in Įǀe states. 'enerational Đohorts 
eǆaŵined in the study inĐlude͗ Sǁings ;those born 
betǁeen 1ϵϯϯ and 1ϵϰϱͿ͖ �aby �ooŵers ;those 
born betǁeen 1ϵϰϲ and 1ϵϲϰͿ͖ 'eneration yers 
;those born betǁeen 1ϵϲϱ Ͳ 1ϵ80Ϳ͖ and 'eneration 
zers ;those born betǁeen 1ϵ81 Ͳ 2000Ϳ. 

THEORETICAL BACKGROUND 

Person, Situation, and Person-within-Situation 
Antecedents of Satisfaction

Millions of dollars are spent annually by retailers 
on ŵarketing and adǀertising in an aƩeŵpt to 
enĐourage Đonsuŵer traĸĐ, entiĐe patronage, 
and instill satisfaĐtion. dhese resourĐes are oŌen 
ǁasted as a result of negatiǀe inͲstore sĐenarios 
;Chang, Cho, durner, 'upta, Θ tatĐhraǀesringkan, 
201ϱ͖ 'reǁal, �aker, >eǀy, Θ Voss, 200ϯͿ. � boring 
or ineīeĐtiǀe store atŵosphere, ineīeĐtiǀe or 
insuĸĐient nuŵber of sales assoĐiates, or laĐk of 
shopping ease Đan oǀerride adǀertising eīorts. 
Instead of satisfying Đonsuŵers ǁith the proŵise 
of neǁ ŵerĐhandise, a negatiǀe enǀironŵent taints 
the shopping experience. Building upon previous 
researĐh ;�loeŵer Θ KdekerkenͲSĐhroder, 2002͖ 
Chang et al., 201ϱ͖ Cho Θ >ee, 2017͖ &atiŵa Θ 
RaǌǌaƋue, 201ϯ͖ 'reǁal et al., 200ϯ͖ <iŵ Θ <iŵ, 

2012͖ SaĐhdeǀa Θ 'oel, 201ϱͿ, the authors propose 
that store atŵosphere, ease of shopping, and sales 
assoĐiates signiĮĐantly inŇuenĐe feŵale Đonsuŵer 
shopping eǆperienĐe satisfaĐtion. dhrough the use 
of �iĐkson s͛ ;1ϵ82Ϳ general fraŵeǁork for analyǌing 
the anteĐedents of store satisfaĐtion, �loeŵer and 
KdekerkenͲSĐhroder ;2002Ϳ distinguish a person 
anteĐedent as Đonsuŵer relationship proneness, a 
situation anteĐedent as store iŵage, and a personͲ
ǁithinͲsituation as a positiǀe eīeĐt. �loeŵer 
and KdekerkenͲSĐhroder ;2002, p. ϲϵͿ deĮne 
Đonsuŵer relationship proneness as ͞a Đonsuŵers 
relatiǀely stable and ĐonsĐious tendenĐy to engage 
in relationships ǁith retailers of a partiĐular 
produĐt Đategory ,͟ store iŵage as ͞the suŵŵation 
of all aƩributes of a store as perĐeiǀed by the 
shoppers through their eǆperienĐe of that store ,͟ 
and inĐlude a positiǀe eīeĐt as a personͲǁithinͲ
situation anteĐedent of satisfaĐtion beĐause ͞the 
positiǀe aīeĐt a person eǆperienĐes is eliĐited by 
a partiĐular store situation or enǀironŵent.͟  dhis 
general fraŵeǁork is appliĐable to the Đurrent 
study, sinĐe the authors are analyǌing Đonsuŵer 
;person anteĐedentͿ satisfaĐtion in regards to 
store enǀironŵent ;i.e., store atŵosphere, ease 
of shopping, and sales assoĐiatesͿ ;situation 
anteĐedentͿ of a sŵall, independent fashion Đhain 
Đoŵpany ;personͲǁithinͲsituation anteĐedentͿ. 
�ĐĐording to �iĐkson ;1ϵ82Ϳ, personͲsituation 
segŵentation Đan be analyǌed ǀia groups of persons 
;e.g., generational ĐohortsͿ, sinĐe indiǀiduals or 
groups of persons ǀieǁ physiĐal and soĐial seƫngs 
diīerently. �s suĐh, this study analyǌes diīerenĐes 
aŵong generational Đohorts.

LITERATURE REVIEW

Shopping is a popular past tiŵe for Đonsuŵers, 
ǁhether they are in their hoŵetoǁn, relaǆing on 
the ǁeekend or ǀaĐationing ;SirakayaͲdurk, �kinĐi, Θ 
Martin, 201ϱͿ. Motiǀes and perĐeptions of shopping 
aĐtiǀities are ĐlassiĮed into tǁo Đategories͗ hedoniĐ 
and utilitarian. ,edoniĐ shopping is undertaken for 
the sheer enũoyŵent of the aĐtiǀity ;e.g., shopping 
for ũeǁelry or a neǁ ouƞitͿ. htilitarian shopping 
Đonsists of an aĐtiǀity that fulĮlls a neĐessary 
household task ;e.g., shopping for groĐeries, Įlling 
the gas tank, purĐhasing supplies for yard ǁorkͿ. 
dhe type of shopping a Đonsuŵer undertakes ŵay 
inŇuenĐe the leǀel of satisfaĐtion reĐeiǀed froŵ the 
eǆperienĐe ;Molinillo, 'oŵeǌͲKrtiǌ, WereǌͲ�randa, 
Θ NaǀarroͲ'arĐia, 2017͖ SirakayaͲdurk et al., 201ϱͿ. 
� safe assuŵption ŵay be ŵade that ŵany, although 
not all, Đonsuŵers enũoy shopping for a neǁ ouƞit 
signiĮĐantly ŵore than they do for groĐeries. 
thile the ĮnanĐial boƩoŵ line Đontinues to be the 
ultiŵate deĐiding faĐtor in the ǀiability of a Đoŵpany, 
researĐh suggests that Đonsuŵer satisfaĐtion is a 
ĐritiĐal Đoŵponent to any Đoŵpany s͛ long terŵ 
suĐĐess ;�ǀansĐhitǌky, Sharŵa, Θ Wrykop, 2012Ϳ. 
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dhe store s͛ enǀironŵent is one area that retailers 
are able to directly control, and therefore can alter 
and inŇuenĐe Đonsuŵers͛ leǀel of satisfaĐtion. 
SpeĐiĮĐ areas ǁithin the store enǀironŵent 
that ŵay inŇuenĐe Đonsuŵers͛ satisfaĐtion, and 
ultiŵately their loyalty and purĐhase behaǀior ǁith 
the retailer, inĐlude the store atŵospheriĐs, ease of 
shopping within the store, and sales associates. 

Store Atmosphere 

Retailers, regardless of siǌe, shape the store s͛ 
atŵosphere in an aƩeŵpt to ŵaǆiŵiǌe Đonsuŵers͛ 
satisfaĐtion and ultiŵately purĐhasing behaǀior 
;Chang et al., 201ϱ͖ Cho Θ >ee, 2017͖ <iŵ Θ <iŵ, 
2012Ϳ. Store atŵosphere is broadly deĮned as 
anything ǁithin the store that inŇuenĐes the retail 
enǀironŵent ;'reǁal et al., 201ϰͿ. Retailers spend 
ŵillions of dollars annually updating the store s͛ 
enǀironŵent in an aƩeŵpt to enhanĐe the store s͛ 
atŵosphere ;Muhaŵŵad et al., 201ϰͿ. Coŵponents 
of the atŵosphere inĐlude lighting, displays, 
ŵanneƋuins and Įƫng rooŵs. dhe authors propose 
that Đonsuŵers͛ satisfaĐtion ǁith store atŵosphere 
is the suŵ of their eǆperienĐes ǁith the retail physiĐal 
enǀironŵent. ResearĐh supports the preŵise that a 
pleasing store atŵosphere signiĮĐantly inŇuenĐes 
Đonsuŵers͛ satisfaĐtion ǁith a retail store ;Cho Θ 
>ee, 2017͖ Muhaŵŵad et al., 201ϰͿ. �uilding upon 
the previous research, the authors propose two 
hypotheses related to Đonsuŵers͛ satisfaĐtion ǁith 
store atŵosphere. dhe hypotheses are͗ 

H
1
: Satisfaction of store atmosphere will demonstrate 

generational cohort (Swing, Baby Boomer, 
Generation X, and Generation Y) differences. 

H
2(a-e)

: Satisfaction of the store atmosphere 
measures—(H

2a
) cleanliness, (H

2b
) inviting 

atmosphere, (H
2c

) enjoyable music, (H
2d

) comfortable 
temperature, and (H

2e
) appealing window displays—

will demonstrate generational cohort (Swing, 
Baby Boomer, Generation X, and Generation Y) 
differences.

Ease of Shopping

Regardless of the type of shopping aĐtiǀity, hedoniĐ 
or utilitarian, the ease in ǁhiĐh Đonsuŵers are 
able to naǀigate the retail store enǀironŵent 
signiĮĐantly inŇuenĐes their leǀel of satisfaĐtion 
ǁith the Đoŵpany ;'rayson Θ MĐNeill, 200ϵ͖ Wons, 
'irouǆ, Mourali, Θ �ins, 201ϲͿ. ResearĐh reǀeals 
that ease of shopping signiĮĐantly inŇuenĐes 
Đonsuŵer satisfaĐtion ǁith the shopping eǆperienĐe 
;'reǁal et al., 200ϯ͖ Skallerud, <orneliussen, Θ 
Klsen, 200ϵͿ. &or eǆaŵple, Đonsuŵers ǁho are not 
bound by tiŵe Đonstraints typiĐally perĐeiǀe the 
shopping eǆperienĐe to be easy, ŵore pleasant and 
therefore are ŵore satisĮed ǁith the eǆperienĐe. In 

addition, the eīeĐtiǀeness, or laĐk thereof, of the 
store s͛ design Đan greatly enhanĐe or detraĐt froŵ 
Đonsuŵers͛ perĐeption of the ease of shopping 
;durhan, 201ϰͿ. �ase of shopping as it relates to the 
store s͛ enǀironŵent is not a neǁ ĐonĐept. Indeed, 
as early as 1ϵ7ϯ, <otler Đites the iŵportanĐe 
and relationship betǁeen store atŵospheriĐs to 
that of ease of shopping and Đonsuŵers͛ leǀel of 
satisfaĐtion. Kther researĐh ;�aker, Warasuraŵan, 
'reǁal, Θ Voss, 2002͖ Ridgeǁay, �aǁson, Θ �loĐh, 
1ϵϵ0Ϳ suggests that the store s͛ enǀironŵent 
signiĮĐantly inŇuenĐes a Đonsuŵers͛ deĐision to 
patroniǌe the establishŵent. 

then retailers foĐus on oīering shopping ease, 
they are essentially aƩeŵpting to ŵake Đonsuŵers 
Đoŵfortable ǁithin the retail enǀironŵent. dhe 
desired Đoŵfort leǀel is for Đonsuŵers to feel 
as if they are part of the retail faŵily. �roǁsing, 
seleĐting, and purĐhasing produĐts and serǀiĐes 
froŵ a retailer ǁith a shopping ease enǀironŵent is 
one that brings delight, enũoyŵent andͬor feelings 
of ĐonǀenienĐe ;durhan, 201ϰͿ. �s Đoŵpetition 
increases, the authors propose two hypotheses 
related to Đonsuŵers͛ satisfaĐtion ǁith ease of 
shopping. dhe hypotheses inĐlude͗ 

H3: Satisfaction of ease of shopping will demonstrate 
generational cohort (Swing, Baby Boomer, 
Generation X, and Generation Y) differences.

H
4(a-e)

: Satisfaction of the ease of shopping 
measures—(H

4a
) layout, (H

4b
) timely purchase, (H

4c
) 

checkout service, (H
4d

) shopping baskets, and (H
4e

) 

packaging—will demonstrate generational cohort 
(Swing, Baby Boomer, Generation X, and Generation 
Y) differences.

Sales Associates

Many retailers state that ͞Đustoŵer serǀiĐe͟ is 
the nuŵber one priority for suĐĐess. dhe diĸĐulty 
ǁith ensuring high Ƌuality Đustoŵer serǀiĐe is 
that it entails prediĐting Đonsuŵers͛ eǆpeĐtations 
and suĐĐessfully satisfying the eǆpeĐtations and 
reƋuireŵents ;<ataraĐhia, 201ϯͿ. �n eŵphasis on 
Đustoŵer serǀiĐe lends itself to an eǆtensiǀe aŵount 
of researĐh on the subũeĐt ŵaƩer ;e.g., �radford, 
Crant, Θ Whillips, 200ϵ͖ Chang et al., 201ϱ͖ ,oŵburg 
Θ StoĐk, 200ϱͿ. 

Retailers ǁould be unǁise to presuŵe that the 
priŵary role of a sales assoĐiate is to Đoŵplete 
sales transaĐtions. Werhaps a ŵore iŵportant role 
is that of deǀeloping personal ĐonneĐtions ǁith the 
Đonsuŵers ;'reŵler Θ 'ǁinner, 2000Ϳ. It is through 
enũoyable businessͲtoͲĐonsuŵer interaĐtions that 
satisfaĐtion ǁith the retailer is built ;&atiŵa Θ 
RaǌǌaƋue, 201ϯͿ. 
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ResearĐh reǀeals that sales assoĐiates͛ appearanĐe 
;e.g., hoǁ they are dressedͿ and the perĐeiǀed leǀel 
of friendliness, signiĮĐantly inŇuenĐes Đonsuŵers͛ 
response toǁard theŵ ;<iŵ, Ju, Θ Johnson, 200ϵ͖ 
dsai, 2001Ϳ. Kther researĐh indiĐates that Đonsuŵer 
satisfaĐtion is inŇuenĐed by the sheer presenĐe 
of sales assoĐiates ;e.g., nuŵber and aǀailability 
of sales assoĐiatesͿ ;<iŵ Θ <iŵ, 2012Ϳ. doo feǁ 
sales assoĐiates results in dissatisfaĐtion aŵong 
Đonsuŵers, ǁhereas the ability to obtain assistanĐe 
throughout the store generates Đonsuŵer 
satisfaĐtion ;<iŵ Θ <iŵ, 2012Ϳ. 

Based on prior research, the authors propose two 
hypotheses as they relate to Đonsuŵers͛ satisfaĐtion 
ǁith sales assoĐiates. dhe hypotheses are͗ 

H
5
: Satisfaction of sales associates will demonstrate 

generational cohort (Swing, Baby Boomer, 
Generation X, and Generation Y) differences.

H
6(a-f)

: Satisfaction of the sales associate measures—
(H

6a
) periodical check back, (H

6b
) assistance with 

selection, (H
6c

) knowledge of merchandise, (H
6d

) 

advice on trends and fashion, (H
6e

) friendliness, 
and (H

6f
) fashionably dressed—will demonstrate 

generational cohort (Swing, Baby Boomer, 
Generation X, and Generation Y) differences.

METHODOLOGY 
Data Source

Using the independently owned fashion chain 
store s͛ Đonsuŵer eŵail database, an online 
surǀey ;ǀia YualtriĐsͿ is eŵployed to ŵeasure the 
hypotheses. �ased upon prior researĐh ;e.g., <iŵ 
Θ <iŵ, 2012͖ Muhaŵŵad et al., 201ϰ͖ durhaŵ, 
201ϰͿ, Ƌuantitatiǀe Ƌuestions are posed to aĐtual 
Đustoŵers. dhe online surǀey Đonsists of four 
seĐtions͗ ;1Ϳ store atŵosphere͖ ;2Ϳ ease of shopping͖ 
;ϯͿ sales assoĐiates͖ and ;ϰͿ deŵographiĐs. 
�eŵographiĐ Ƌuestions inĐlude gender and age. dhe 
deŵographiĐ Ƌuestion regarding age is segŵented 
by generational Đohort for ease of data analysis and 
due to the inforŵation being sought by the Đhain 
store owner. 

The independent chain store regularly updates the 
Đonsuŵer s͛ eŵail address at the tiŵe of purĐhase. 
�dditionally, Đonsuŵers are asked for Đonsent 
to be ĐontaĐted ǀia eŵail regarding proŵotional 
ŵerĐhandise and updates on store neǁs and eǀents. 
Consuŵers ǁho agreed to be ĐontaĐted by eŵail for 
proŵotional purposes are inĐluded in the saŵple 
population. Consuŵers are randoŵly seleĐted to 
partiĐipate in the surǀey by the Įrst leƩer of their 
eŵail address froŵ a database of 7,000 naŵes. dhe 
Įnal randoŵ saŵple Đonsists of 1,ϱ00 Đonsuŵers 

ǁho ;aͿ regularly patroniǌe the loĐal independent 
Đhain store retailer and ;bͿ haǀe ŵade a purĐhase in 
the past 12 ŵonths. dhe study yielded a return rate 
of ϯϯ.8й͖ thereby, proǀiding the researĐhers ǁith 
ϱ07 useable, Đoŵpleted surǀeys for data analysis. 
dhe partiĐipant breakdoǁn is as folloǁs͗ 18 ;ϯ.ϱϱйͿ 
Sǁings, 20ϯ ;ϰ0.0ϰйͿ �aby �ooŵers, 1ϵϱ ;ϯ8.ϰϲйͿ 
'eneration yers, and ϵ1 ;17.ϵϱйͿ 'eneration zers. 
�ll partiĐipants inĐluded in the study ǁere feŵale, 
beĐause they are the Đoŵpany s͛ target ŵarket.

Measures and Analysis Procedures

Store atŵosphere satisfaĐtion ;,1-2[a-e]Ϳ is Đaptured 
by asking respondents to indiĐate on a ĮǀeͲpoint 
>ikertͲtype sĐale ;ϰ с strongly agree, ϯ с agree, 
0 с neutral ΀neither agree nor disagree΁, 2 с 
disagree, and 1 с strongly disagreeͿ their leǀel of 
agreeŵent for Įǀe indiǀidual ŵeasuresͬstateŵents͗  
;1Ϳ the store is Đlean, ;2Ϳ the store enǀironŵent is 
inǀiting, ;ϯͿ the ŵusiĐ being played is enũoyable, 
;ϰͿ the teŵperature is Đoŵfortable, and ;ϱͿ the 
ǁindoǁ displays are appealing. &or ,3-4[a-e], ease of 
shopping satisfaĐtion Đonsisted of Įǀe ŵeasuresͬ
stateŵents͗ ;1Ϳ the layout is easy to shop,  
;2Ϳ I aŵ able to Đoŵplete ŵy purĐhase in a tiŵely 
ŵanner, ;ϯͿ good ĐheĐkout serǀiĐe is proǀided, 
;ϰͿ shopping baskets are proǀided, and ;ϱͿ store 
paĐkaging is an iŵportant part of the shopping 
eǆperienĐe, ǁhile sales assoĐiate satisfaĐtion  
(H5-6[a-f]Ϳ Đonsists of siǆ ŵeasuresͬstateŵents͗ ;1Ϳ sales 
assoĐiates ĐheĐk baĐk ǁith ŵe periodiĐally during 
ŵy shopping eǆperienĐe, ;2Ϳ sales assoĐiates assist 
ŵe in seleĐting ŵerĐhandise, ;ϯͿ sales assoĐiates 
are knoǁledgeable about the ŵerĐhandise,  
;ϰͿ sales assoĐiates oīer trend and fashion adǀiĐe, 
;ϱͿ sales assoĐiates are friendly, and ;ϲͿ sales 
assoĐiates are fashionably dressed. dhe saŵe ĮǀeͲ
point >ikertͲtype sĐale used to ŵeasure ,1-2 is also 
used for H3-6.

Wrior to hypotheses testing, a ĐonĮrŵatory faĐtor 
analysis is used to test the adeƋuaĐy of the ǀariables 
;store atŵosphere, ease of shopping, and sales 
assoĐiatesͿ. dhe goodness of Įt indeǆ is 0.ϵ2 ;ɍ2 с 
319.66, p с ф0.0001Ϳ͖ therefore, there is eǀidenĐe 
that the ǀariables are adeƋuately ŵeasuringͬ
Đapturing the proper inforŵation. &or ,1, 3, 5, one-
ǁay analyses of ǀarianĐe ;�NKV� s͛Ϳ are ĐonduĐted 
to Įnd out if signiĮĐant ŵean diīerenĐes are present 
betǁeen the generational Đohorts ;independent, 
ĐategoriĐal ǀariablesͿ for the three dependent 
ǀariables ;store atŵosphere, ease of shopping, and 
sales assoĐiatesͿ. 

&or ,2[a-e], 4[a-e], 6[a-f], �NKV� s͛ are also utiliǌed͖ 
hoǁeǀer, testing is ĐonduĐted for eaĐh ŵeasure 
;dependent ǀariableͿ assoĐiated ǁith the three 
ǀariables ;Įǀe ŵeasures for store atŵosphere, Įǀe 
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for ease of shopping, and siǆ for sales assoĐiatesͿ 
in order to deterŵine if signiĮĐant ŵean sĐore 
diīerenĐes eǆist betǁeen the generational Đohorts 
;independent, ĐategoriĐal ǀariableͿ. &olloǁing 
�NKV� testing, postͲhoĐ pairǁise Đoŵparisons 
using dukey s͛ ,S� proĐedure for uneƋual saŵple 
siǌes are then ĐonduĐted to test for ŵean sĐore 
diīerenĐes betǁeen generational Đohorts. dhe 
statistiĐal prograŵ S�S is used for all analyses and 
all signiĮĐanĐe leǀels for are set at ɲ ч .0ϱ. 

FINDINGS AND DISCUSSION

�NKV� testing aŵong the generational Đohorts on 
the three store enǀironŵent ǀariables reǀeal no 
signiĮĐant ;p ч .0ϱͿ ŵean diīerenĐes͗ ;,1Ϳ store 
atŵosphere ;F с 1.ϰϵ, p с 0.22Ϳ͖ ;,3Ϳ ease of shopping 
(F с 1.ϲ7, p с 0.17Ϳ͖ and ;,5Ϳ sales assoĐiates ;F с 
2.34, p с 0.07Ϳ ;see dable 1Ϳ͖ therefore, all three 
hypotheses (H1, H3, and H5Ϳ are not supported. �ased 
on the oǀerall ŵean sĐores, all generational Đohorts 
appear to be ŵore satisĮed ǁith store atŵosphere 

;ŵean sĐore с ϯ.ϰ0Ϳ, than that of sales assoĐiates 
;ŵean sĐore с ϯ.21Ϳ and ease of shopping ;ŵean 
sĐore с ϯ.0ϵͿ ;see dable 2Ϳ. It is iŵportant to note 
that all generational Đohorts appear to be soŵeǁhat 
satisĮed ǁith the three store enǀironŵent ǀariables 
sinĐe all ǀariables reĐeiǀe ŵean sĐores ǁithin the 
range of three ;agreeͿ. Kn aǀerage, the indiǀidual 
generational Đohort ŵean sĐores for the three 
store enǀironŵent ǀariables are as folloǁs͗ store 
atŵosphere ;Sǁing с ϯ.ϲϵ͖ 'eneration y с ϯ.ϰ2͖ 
'eneration z с ϯ.ϯ8͖ �aby �ooŵer с ϯ.ϯϱͿ͖ ease 
of shopping ;Sǁing с ϯ.ϰ1͖ 'eneration z с ϯ.1ϰ͖ 
�aby �ooŵer с ϯ.08͖ and 'eneration y с ϯ.0ϯͿ͖ 
and sales assoĐiates ;Sǁing с ϯ.ϲϰ͖ �aby �ooŵer с 
ϯ.2ϯ͖ 'eneration y с ϯ.1ϵ͖ and 'eneration z с ϯ.10Ϳ. 
&olloǁing �NKV�, pairǁise Đoŵparisons using 
dukey s͛ ,S� reǀeal that sales assoĐiates is the only 
ǀariable to eǆperienĐe signiĮĐant ŵean diīerenĐes 
aŵong the generational Đohorts. �s suĐh, it is found 
that the Sǁing 'eneration ;ŵean sĐoreсϯ.ϲϰͿ 
signiĮĐantly diīers froŵ 'eneration z ;ŵean  
sĐore с ϯ.10Ϳ.

Variable & Measure n df F p-value 

Store Atmosphere (Overall) 506 3, 503 1.49 0.22 
The store is clean. 504 3, 501 2.04 0.11 
The store environment is inviting. 504 3, 501 0.65 0.58 
The music being played is enjoyable. 454 3, 451 0.77 0.51 
The temperature is comfortable. 500 3, 497 2.19 0.09 
The window displays are appealing. 501 3, 498 1.04 0.38 

Ease of Shopping (Overall) 506 3, 503 1.67 0.17 
The layout is easy to shop. 502 3, 499 0.98 0.40 
I am able to complete my purchase in a timely manner. 502 3, 499 0.41 0.74 
Good checkout service is provided. 502 3, 499 0.29 0.83 
Shopping baskets are provided. 455 3, 452   2.73* 0.04 
Store packaging is an important part of the shopping experience. 500 3, 497 1.98 0.12 

Sales Associates (Overall) 506 3, 503 2.34 0.07 
Sales associates check back with me periodically. 505 3, 502 1.87 0.13 
Sales associates assist me in selecting merchandise. 495 3, 492   3.60* 0.01 
Sales associates are knowledgeable about the merchandise. 501 3, 498   2.99* 0.03 
Sales associates offer trend and fashion advice. 479 3, 476 1.35 0.26 
Sales associates are friendly. 503 3, 500 1.95 0.12 
Sales associates are fashionably dressed. 500 3, 497 0.13 0.94 

   Note: *Significant: p ч .0ϱ. 

dable 1. �NKV� results͗ 'enerational Đohort eīeĐts of ŵean sĐores by ǀariable and ŵeasure ;,1ͲϲͿ.
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Generational Cohort Variable n Mean Standard Error 

Standard Deviation 

Overall (All Cohorts) Store Atmosphere 507 3.40 0.03 0.68 
Ease of Shopping 507 3.09 0.03 0.75 
Sales Associates 507 3.21 0.04 0.81 

Swing Store Atmosphere 18 3.69 0.10 0.41 
Ease of Shopping 18 3.41 0.15 0.63 
Sales Associates 18  3.64a 0.12 0.49 

Baby Boomer Store Atmosphere 203 3.35 0.05 0.70 
Ease of Shopping 203 3.08 0.05 0.78 
Sales Associates 203 3.23 0.06 0.80 

Generation X Store Atmosphere 195 3.42 0.05 0.65 
Ease of Shopping 195 3.03 0.05 0.76 
Sales Associates 195 3.19 0.06 0.83 

Generation Y Store Atmosphere 91 3.38 0.07 0.71 
Ease of Shopping 91 3.14 0.07 0.65 
Sales Associates 91  3.10a 0.09 0.86 

dable 2. Mean ǀeĐtors͗ desting for diīerenĐes aŵong generational Đohorts ;,1, ϯ, and ϱͿ.

Note͗ Mean sĐores haǀing the saŵe supersĐript leƩer in the ŵean Đoluŵn represent generational Đohort ef-
feĐts that are signiĮĐantly diīerent at ɲ ч .0ϱ ;dukey ,S� proĐedureͿ. �ased on a ĮǀeͲpoint >ikertͲtype sĐale 

ǁhere ϰсStrongly �gree Ͳ 1сStrongly �isagree͖ Neutralс0.

�NKV� testing aŵong the generational Đohorts 
on eaĐh of the ŵeasures ;,2΀aͲe΁, ϰ΀aͲe΁, and ϲ΀aͲ
f΁Ϳ assoĐiated ǁith the three store enǀironŵent 
ǀariables reǀeal signiĮĐant ;p ч .0ϱͿ ŵean sĐore 
diīerenĐes for one ease of shopping ŵeasure and 
tǁo sales assoĐiate ŵeasures͗ ;,ϰdͿ shopping 
baskets are proǀided ;& с  2.7ϯ, p с 0.0ϰͿ͖ ;,ϲbͿ 
sales assoĐiates assist ŵe in seleĐting ŵerĐhandise 
;& с ϯ.ϲ0, p с 0.01Ϳ͖ and ;,ϲĐͿ sales assoĐiates are 
knoǁledgeable about the ŵerĐhandise ;& с 2.ϵϵ, p 
с 0.0ϯͿ ;see dable 1Ϳ. &urther analysis, using dukey s͛ 
,S� proĐedure reǀeal signiĮĐant generational 
Đohort ŵean sĐore diīerenĐes for eaĐh of the three 

preǀiously ŵentioned ŵeasures ;see dable ϯͿ. 
�aby �ooŵer s͛ ;2.82Ϳ ŵean sĐore signiĮĐantly diīers 
froŵ 'eneration yer s͛ ;2.ϯ8Ϳ for the ͞shopping 
baskets are proǀided͟ ŵeasure for ease of shopping, 
ǁhile �aby �ooŵers ;ϯ.28Ϳ signiĮĐantly diīered 
froŵ 'eneration zers ;2.8ϰͿ for the ͞ sales assoĐiates 
assist ŵe in seleĐting ŵerĐhandise͟ ŵeasure for 
sales assoĐiates. &inally, the Sǁing 'eneration s͛ 
;ϯ.8ϵͿ ŵean sĐore for the sales assoĐiate ŵeasure 
͞sales assoĐiates are knoǁledgeable about the 
ŵerĐhandise͟ signiĮĐantly diīered froŵ 'eneration 
zers ;ϯ.17Ϳ.
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Generational Cohort 

 

 

Variable & Measure 

 

Swing 

 

Baby 

Boomer 

 

Generation 

X 

 

Generation 

Y 

 

Store Atmosphere (Overall Score) 3.69 3.35 3.42 3.38 
The store is clean. 4.00 3.79 3.86 3.86 
The store environment is inviting. 3.89 3.71 3.74 3.68 
The music being played is enjoyable. 3.11 2.71 2.77 2.98 
The temperature is comfortable. 3.56 3.40 3.43 3.13 
The window displays are appealing. 3.89 3.63 3.61 3.71 
     

Ease of Shopping (Overall Score) 3.41 3.08 3.03 3.14 
The layout is easy to shop. 3.61 3.37 3.26 3.41 
I am able to complete my purchase in a timely 
manner. 

3.61 3.49 3.55 3.55 

Good checkout service is provided. 3.67 3.54 3.52 3.58 
Shopping baskets are provided. 3.07  2.82a  2.38a 2.64 
Store packaging is an important part of the shopping 
experience. 

3.61 2.73 2.73 2.78 

     

Sales Associates (Overall Score) 3.64 3.23 3.19 3.10 
Sales associates check back with me periodically. 3.67 3.36 3.35 3.14 
Sales associates assist me in selecting merchandise. 3.65  3.28a 3.13  2.84a 
Sales associates are knowledgeable about the 
merchandise. 

3.89a 3.31 3.42  3.17a 

Sales associates offer trend and fashion advice. 3.39 2.78 2.70 2.87 
Sales associates are friendly. 3.94 3.58 3.55 3.48 
Sales associates are fashionably dressed. 3.50 3.35 3.37 3.35 
     

Note: Pairwise comparisons are only across generational cohorts. Mean scores having the same superscript letter 
in eaĐh roǁ are signifiĐantly different at ɲ ч .0ϱ ;dukey ,S� proĐedureͿ. �ased on a fiǀe-point Likert-type scale 
where 4=Strongly Agree - 1сStrongly �isagree͖ Neutralс0. 

dable ϯ. Mean sĐores and statistiĐally signiĮĐant ŵean sĐore diīerenĐes by ǀariable and ŵeasure 
;,2΀aͲe΁, ϰ΀aͲe΁, and ϲ΀aͲf΁Ϳ.

CONCLUSION AND IMPLICATIONS

Sŵall retailers are the lifeblood of ŵany Đoŵŵunities 
throughout the hnited States, and indeed the 
ǁorld. dheir Đontributions inĐlude the generation of 
eŵployŵent, sales taǆ reǀenue, and a ǀast array of 
produĐt and serǀiĐe oīerings to the Đoŵŵunity. dhe 
signiĮĐant Đhallenge eaĐh sŵall retailer undertakes 
is satisfying a speĐiĮĐ target ŵarket ;e.g., �aby 
�ooŵersͿ ǁhile siŵultaneously draǁing in a 
suĸĐient Đustoŵer base to be proĮtable. Retailers 
all too oŌen realiǌe that they ŵust foĐus on one 
speĐiĮĐ target ŵarket ǁhile trying not to alienate 
the other Đustoŵers ;e.g., Sǁings, 'en yͿ. 

�riĐkͲandͲŵortar fashion retailers plaĐe heaǀy 
eŵphasis on the store s͛ shopping enǀironŵent. dhe 
underlying preŵise is that the ŵore pleasant the 
enǀironŵent, the higher the probability Đustoŵers 
ǁill stay in the store, seleĐt iteŵs, and Đoŵplete 
a sales transaĐtion. dhis study eǆaŵines persons 

;ĐustoŵersͿ, situation ;18 loĐations of a fashion store 
enǀironŵentͿ and personͲǁithͲsituation ;sŵall, 
independent fashion Đhain ĐoŵpanyͿ anteĐedents 
of satisfaĐtion. dhe Įndings reǀeal that regardless 
of generational Đohort ;i.e., Sǁings, �aby �ooŵers, 
'en y, 'en zͿ, Đonsuŵers leǀel of satisfaĐtion ǁith 
the store s͛ atŵosphere are siŵilar and positiǀe. 
dhis Įnding is iŵportant. dhis partiĐular retailer, 
ǁith 18 loĐations, is suĐĐessful at Đreating a store 
atŵosphere ǁhere feŵales of ǀarying ages are 
Đoŵfortable shopping. dhe authors belieǀe this is 
the Įrst researĐh to eǆaŵine a sŵall independent 
fashion retailer aĐross 18 loĐations. dypiĐally studies 
of this type analyǌe Đustoŵers͛ froŵ only one or a 
feǁ store loĐations. dhis is indeed one of the Įrst 
and ŵost iŵportant steps of any briĐk and ŵortar 
retailer. �Ōer all, if a Đustoŵer is not satisĮed ǁith 
the store s͛ atŵosphere, she is less likely to patroniǌe 
the store ;Muhaŵŵad et al., 201ϰͿ. 
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dhe researĐh reǀeals that this partiĐular fashion 
Đhain store is able to satisfy the ǀarious Đustoŵers 
aĐross generational Đohorts in terŵs of shopping 
layout, tiŵeliness of ĐheĐkout, store paĐkaging, and 
checkout service. There are slight discrepancies 
in opinions regarding the availability of shopping 
baskets. 'en y Đustoŵers are slightly less satisĮed 
than �aby �ooŵers at the aǀailability of shopping 
baskets. dhe baskets are sŵall ;approǆiŵately 8͟ ǆ 
8͟ ǆ ϱ͟ in siǌeͿ and loĐated on the Ňoor at the front 
entranĐe of the store. Custoŵers not faŵiliar ǁith 
the store, in a hurry, or unaĐĐustoŵed to suĐh a 
sŵall basket ǁould haǀe a diĸĐult tiŵe Įnding 
the baskets. The shopping basket size is capable 
of holding approǆiŵately ϱ0й of the ŵerĐhandise 
oīered. dhe other ŵerĐhandise is too large to Įt in 
the shopping basket. dhe Đoŵpany s͛ ũustiĮĐations 
for the sŵall shopping basket inĐlude͗ ;aͿ it is used 
solely for the ũeǁelry and ;bͿ the store aisles Đannot 
aĐĐoŵŵodate large baskets. 

�iīerenĐes betǁeen tǁo generational Đohorts 
are found regarding sales assoĐiates ;aͿ ability to 
assist in ŵerĐhandise seleĐtion and ;bͿ knoǁledge 
about the ŵerĐhandise. 'eneration z signiĮĐantly 
disagreed ǁith �aby �ooŵers regarding the leǀel 
of assistance provided by sales associates. Overall, 
despite the leǀel of disagreeŵent, the generational 
cohorts tend to agree that the retail associates are 
able to assist in their fashion needs. The second 
signiĮĐant Įnding regarding sales assoĐiates deals 
ǁith knoǁledge about the ŵerĐhandise. Sǁings 
strongly agree that associates are knowledgeable 
ǁhereas 'en z siŵply agrees ǁith the stateŵent. 
The success of the independent fashion chain store 
eǆaŵined in this study Đan be eǆplained in part by 
these Įndings. 

dhis retailer deǀelops a ŵultidiŵensional and 
interaĐtiǀe store enǀironŵent that is positiǀe and 
satisfying to a ǀariety of generational Đohorts. 
Kǀerall, Đustoŵers respond satisfaĐtorily to eaĐh 
diŵension of the enǀironŵent. thile ĐlassiĮed as 
a sŵall retailer, the suĐĐesses of the Đoŵpany are 
building strength one loĐation at a tiŵe. It seeŵs as 
if this retailer s͛ ŵodel is beneĮĐial and satisfaĐtory 
for the Đoŵpany and its Đustoŵers.

LIMITATIONS AND FUTURE RESEARCH

The Įndings froŵ the study add to the body of 
knoǁledge regarding sŵall, independent retailers. 
dhe eǆisting study Đonsists of the eǆaŵination of one 
Đoŵpany ǁith 18 loĐations. dhe retail loĐations are 
situated in Įǀe southern states, priŵarily in Đollege 
toǁns. dhe faĐt that the authors are eǆaŵining a 
sŵall, independent retailer autoŵatiĐally generates 
strengths and liŵitations to the study. �n obǀious 
strength of the study is the addition to the body 
of knoǁledge for praĐtitioners and aĐadeŵiĐs. 
hnfortunately, the liŵitation is that the results of 
the study cannot be generalized. Indeed, the results 
of this study are appliĐable ŵost strongly to the 
Đoŵpany under inǀestigation. 
Sŵall retailers are the lifeblood of ŵany faŵilies 
and Đoŵŵunities. Indeed, the Đoŵpany that 
this data ǁas ĐolleĐted is an iŵportant sourĐe of 
eŵployŵent for Đollege students. It is ĐritiĐal to 
Đontinue researĐh on the nuanĐes of a retail store s͛ 
enǀironŵent on Đonsuŵers͛ satisfaĐtion leǀel. 
Gone are the days when retailers can rely solely 
on satisfying Đonsuŵers ǁith a produĐt or brand. 
dhe Đontinual eǆaŵination of independent store 
retailers͛ enǀironŵent is ǁarranted.  
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Abstract

Adoption of digital banking as a platform for banking services has continued to rise globally as consumers 
become more and more comfortable with using mobile and Internet channels for banking. Despite the 
increasing acceptance of these digital banking platforms by both banks and customers, little is known 
about how the online interactivity associated with these digitization of banking have influenced customer 
relationship among commercial banks in Kenya. Drawing on theory of disruptive innovation, Technology 
Acceptance Model (TAM) and Theory of Reasoned Action (TRA), this study focused on investigating the effects 
of the online interactivity among other key variables of digital banking, on bank-customer relationship in 
banking industry in Kenya. It is evident from the findings that online interactivity significantly and positively 
influence the nature of customer relationships. The study thus recommends that for banks to keep up their 
needs and remain competitive, there is a need to embrace digital banking as a strategy and enhance user 
friendliness for easier interactivity in order to develop and sustain a good customer relationship especially 
with the techy savvy generation customers. 

Keywords: digital banking, customer relationship, banking industry, online transaction processing, 
online customer care and online interactivity.

Category:  Review article

Introduction

�igital banking has beĐoŵe an irresistible business 
trend. MĐ<insey ;201ϰͿ researĐh in personal ĮnanĐial 
serǀiĐes shoǁs that �sian Đonsuŵers are beĐoŵing 
ŵore and ŵore Đoŵfortable ǁith using ŵobile and 
Internet channels for banking services, with their 
use inĐreasing on aǀerage ŵore than ϯϱ perĐent 
in the past three years. In Kenya and world over, 
banks are Đontinuously eŵbraĐing digital banking 
ŵainly to ǁin the young teĐhͲsaǀǀy Đustoŵers ǁho 
are fully eŵbraĐing digital ĐoŵŵuniĐation and are 
the Đustoŵer group ǁith ǁhoŵ banks need to 
establish Đustoŵer priŵaĐy relationships ;MĐ<insey 
Θ Coŵpany, 201ϰͿ. 
dhis trend is not only in <enyan ŵarket or �sia, 
in the hS the researĐh done by Netbanker, ;2012Ϳ 
shoǁs that ŵore than ϲ0 ŵillion households in the 
hS alone use online or ŵobile banking. dhe researĐh 
further estiŵated that by 201ϲ it͚s eǆpeĐted that 
107 ŵillion Đonsuŵers ;ϱϱ perĐent of h.S. adultsͿ 
ǁill use ŵobile banking, Sŵartphone and dablet 

Githuku Wanjiku Margaret is M�� SĐholar at <enyaƩa 
hniǀersity ;M�� StrategiĐ ManageŵentͿ
Reuben Njuguna is >eĐturer at <enyaƩa hniǀersity, 
�ept of �usiness �dŵinistration

for their banking and ĮnanĐial ŵanageŵent both 
personal and for business. 

�ĐĐording to Ngugi ;201ϯͿ, banking oǀer the 
Internet an eǆaŵple of digital banking has 
aƩraĐted inĐreasing aƩention froŵ bankers and 
other ĮnanĐial serǀiĐes industry partiĐipants, the 
business press, regulators, and laǁ ŵakers. �ŵong 
the reasons for adoption of  digital banking are the 
notion that eleĐtroniĐ banking and payŵents ǁill 
Đut banks ͚Đosts, inĐrease banks ͚reǀenue groǁth, 
and ŵake banking ŵore Đonǀenient for Đustoŵers 
and iŵproǀe bankͲĐustoŵer relationship ;Ngugi, 
201ϯͿ.

In <enya, a WtC ;201ϱͿ report on Retail �anking 
in 2020 shoǁs that, ŵost banks are adopting 
digital plaƞorŵs to ŵeet the inĐreasing deŵand 
for Đonǀenient banking ŵostly by their retail 
Đustoŵers. dhese inĐlude the utiliǌation of soĐial 
ŵedia notiĮĐations, ŵobile banking, and eͲǁallet 
to provide basic banking services to their clients 
ǁithout neĐessarily ǀisiting the branĐh. dhis has 
been inŇuenĐed by adǀanĐes in ŵobile deǀiĐes 
and networks, enhanced digital security and the 
ability to aĐĐess the Internet froŵ anyǁhere. 
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dhese neǁ Đhannel integration teĐhnologies, has 
enabled a ŵore seaŵless endͲtoͲend eǆperienĐe 
for Đustoŵers ǁith their bank. dhis basiĐally Đut 
oī bankͲĐustoŵer faĐeͲtoͲfaĐe interaĐtion, a key 

Đoŵponent in building Đustoŵer relationship, 
henĐe Đreating a neǁ Đhallenge on hoǁ to ŵanage 
the digital Đustoŵer relationship.  

Literature Review

dhe adǀanĐeŵent in deĐhnology has played an 
iŵportant role in iŵproǀing serǀiĐe deliǀery 
standards in the �anking industry. In its siŵplest 
forŵ, �utoŵated deller MaĐhines ;�dMsͿ, 
deposit ŵaĐhines, ŵobile banking and internet 
banking noǁ alloǁ Đonsuŵers Đarry out banking 
transaĐtions beyond banking hours;Nũuguna, Riitho, 
KlǁenyΘtanderi, 2012Ϳ. According to Mesiravo 
;200ϯͿ, froŵ the Đustoŵer perspeĐtiǀe, perĐeiǀed 
ǀalue of using digital Đhannels and interaĐting ǁith 
serǀiĐe proǀider Đan Đoŵe in seǀeral ǁays aŵong 
ǁhiĐh tiŵe, aĐĐess to inforŵation, ĐonǀenienĐe, 
assistanĐe, interaĐtiǀity, prestige or soŵething else 
the Đustoŵer appreĐiates. 

In their researĐh on IŵpaĐts of internet banking 
on Đustoŵer satisfaĐtion and loyalty in �ustralia, 
Nguyen and Singh ;200ϰͿ found that beƩer internet 
banking systeŵ Ƌuality suĐh as the transaĐtion 
speed, ease of use, ĐonǀenienĐe of transaĐtion, 
interaĐtiǀity, ĐostͬbeneĮts and Đustoŵer serǀiĐe 
deliǀery is likely to haǀe a positiǀe iŵpaĐt on 
Đustoŵer relationship. ,oǁeǀer, these Įndings did 
not Đonsider the faĐtors that ŵay liŵit the use of 
teĐhnology like age, eduĐation, inĐoŵe, disability 
and eŵotion, aĐĐessibility to internet ǁhiĐh are 
likely to ŵoderate the Đustoŵer relationship and 
satisfaĐtion as a results of internet banking. dhis 
Đan aīeĐts bankͲĐustoŵer relationship for any 
bank that digitalizes all its processes without giving 
a Đonsideration to these key faĐtors. �ĐĐording to 
�rondŵo ;2000Ϳ, other faĐtors like liŵitation of 
accessibility to technology and internet bandwidth 
Đan liŵit aĐĐess to the ǀery beneĮts that digital 
banking proŵise to oīer thus diŵinishing Đustoŵer 
relationship. dhere is a need to establish hoǁ 
these deŵographiĐ faĐtors aīeĐt the Đustoŵer 
relationship despite the perĐeiǀed ĐonǀenienĐe 
assoĐiated ǁith easy interaĐtiǀity in digital banking.   
�s ǁith any inforŵation proĐessing systeŵ, 
seĐurity and reliability are Đonsiderations for ŵany 
Đustoŵers. In their study on Variables inŇuenĐing 
the Đustoŵer relationship ŵanageŵent of banks, 
Rootŵan and �osĐh ;2008Ϳ obserǀed that, unlike 
traditional transaĐtional proĐessing, online 
transaĐtion systeŵs are generally ŵore susĐeptible 
to direĐt aƩaĐk and abused than their oŋine 
Đounterparts. Rootŵan and �osĐh further obserǀed 
that ǁhen organiǌations Đhoose to rely on online 
transaĐtion proĐessing, operations Đan be seǀerely 
iŵpaĐted if the transaĐtion systeŵ or database 
is unaǀailable due to data Đorruption, systeŵs 

failure, or netǁork aǀailability issues. ,oǁeǀer, it s͛ 
ǀery iŵportant to obserǀe that as far as this ŵay 
aīeĐt the Đlients feeling and aƫtudes toǁards the 
online transaĐtion proĐessing systeŵ, it ŵay not 
neĐessarily inŇuenĐe the ǁay the Đustoŵer relate 
to the bank. 

�dditionally, like ŵany ŵodern online inforŵation 
teĐhnology solutions, soŵe systeŵs reƋuire oŋine 
ŵaintenanĐe ǁhiĐh further aīeĐts the ĐostͲbeneĮt 
analysis. It s͛ iŵportant to note that ǁhile Rootŵan 
and �osĐh ;2008Ϳ ŵade their ĐonĐlusions based on 
the beneĮts of online proĐessing, the duo didn͛t 
look at hoǁ online interaĐtiǀity and transaĐtion 
proĐessing iŵpaĐts the Đustoŵer relationship but 
instead, they foĐused on hoǁ in long terŵ aīeĐts 
the boƩoŵ line. It is ǀery iŵperatiǀe not to giǀe 
Đustoŵers a key Đonsideration ǁhile looking at 
this subject given their vital role in achieving the 
business boƩoŵ line.

InteraĐtiǀity in digital ŵedia oīers Đustoŵers 
beƩer options to searĐh for inforŵation, ǁork as 
initiators, and gets help. InteraĐtiǀity also oīers 
neǁ ǁays to spend tiŵe ǁith a produĐt and the 
banks Đustoŵer s͛ serǀiĐe proǀiders on a ǁeb Đhat. 
�ĐĐording to Mesiraǀo ;200ϯͿ, digital serǀiĐe has a 
potential to proǀide Đustoŵers ǁith beƩer ĐhoiĐe, 
aĐĐess, Đontrol, and ĐonǀenienĐe oǀer traditional 
serǀiĐe Đhannels. dhis in turn enhanĐes Đustoŵer 
satisfaĐtion and loyalty. ,oǁeǀer, Masiraǀo s͛ 
conclusion was based on TAM theory on perceived 
usefulness and not a Įeld study. 

dhe interaĐtiǀe eleŵents of digital plaƞorŵs Đan 
be used to Đreate selfͲserǀiĐe options, like alloǁing 
Đustoŵers to traĐk their aĐĐount ŵoǀeŵents. 
tith groǁing nuŵber of eͲĐustoŵer serǀiĐe and 
ŵarketing Đhannels, there seeŵs to be a foĐus on 
shortͲterŵ operational issues, like Đarrying out 
online ŵarketing Đaŵpaigns Mesiraǀo ;200ϯͿ. 
Instead, aŵong ŵany others, 'odin ;1ϵϵϵͿ, Noǀak 
;2000Ϳ and �rondŵo ;2000Ϳ haǀe giǀen eŵphasis to 
the Đustoŵer relationship and serǀiĐe perspeĐtiǀe 
of digital channels. It is believed that digital 
Đhannels Đan be used to Đreate uniƋue and positiǀe 
eǆperienĐes to Đustoŵers trust and relationships 
in the long terŵ by ŵiǆing all aspeĐts of produĐts, 
serǀiĐe, brand, and ĐoŵŵuniĐationͲnot ũust 
transaĐtions.  
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In his researĐh on the iŵpaĐt of perĐeptions of 
interaĐtiǀity on Đustoŵer trust and transaĐtion 
intentions in ŵobile ĐoŵŵerĐe, Min >ee ;200ϱͿ 
found that addition of ŵobile ĐoŵŵerĐe speĐiĮĐ 
Đoŵponents of interaĐtiǀity iŵproǀes Đustoŵer 
trust. Min >ee also ĐonĐluded that the perĐeption 
of user control, responsiveness, connectedness, 
ubiƋuitous ĐonneĐtiǀity and Đonteǆtual oīer haǀe a 
direĐt positiǀe eīeĐts on transaĐtion intention and 
Đustoŵer relationship in ŵobile ĐoŵŵerĐe. Min 
>ee ;200ϱͿ is liŵited in a ǁay that he only foĐused 
on ŵobile ĐoŵŵerĐe an aspeĐt of eͲbanking 
thus leaving out the larger part of e-banking 
funĐtionalities. Kn the other hand.

dhe iŵportanĐe of interaĐtiǀity ǁill inĐrease in MC 
enǀironŵent. dhrough ŵobile deǀiĐes, business 
entities are able to reaĐh Đustoŵers anyǁhere at 
any tiŵe. deĐhnologiĐal adǀanĐeŵent in MC ŵakes 
it feasible to deliǀer Đustoŵiǌed serǀiĐe͖ Min >ee 
;200ϱͿ obserǀed that perĐeiǀed responsiǀeness 
is priŵary foĐused on response speed or tiŵe.  
hsers gauge responsiǀeness of a systeŵ froŵ direĐt 
ĐoŵŵuniĐation as in a reply to an eͲŵail. It is related 
to hoǁ ƋuiĐkly bank respond to Đonsuŵers͛ reƋuest 
or Ƌuestions.

Research suggests that technology assists CRM 
eīorts in banks by integrating Đoŵputer and 
telephony to support Đall Đenter operation, 
iŵproǀe business intelligenĐe, assists in ŵass 
ĐoŵŵuniĐation, transaĐtion through ǁeb and 
Đustoŵer selfͲserǀiĐe.  ;<rasnikoǀ and JayaĐhandran, 
200ϵͿ. � study of �ank of �ŵeriĐa about �ͲCRM 
concluded that E-CRM to a large extent leads to easy 
aĐĐess to Đustoŵer inforŵation, inĐrease in Ƌuality 
and eĸĐienĐy of ĐoŵŵuniĐation ǁith Đustoŵer, 
inĐrease serǀiĐe ĐonsistenĐy, enhanĐe  Đustoŵer 
relationship, inĐreased serǀiĐe ĐonsistenĐy and 
leads to high retention rate of Đustoŵers ;<rasnikoǀ 
and JayaĐhandran, 200ϵͿ.. Kn the Đontrary, 
Rootŵan ;2008Ϳ suggests that knoǁledgeable, 
trained and eŵpoǁered eŵployees are the one 
ǁho Đan deliǀer suĐĐessful Đustoŵer relationship 
ŵanageŵent. &or a bank eŵployee Đourtesy and 
ũustiĐe is ǀery iŵportant beĐause the perĐeption 
of unfair treatŵent in the ŵind of Đustoŵer ǁould 
destroy the relationship ŵore ƋuiĐkly than anything 
else henĐe the need for huŵan ĐontaĐt. It s͛ ǀery 
diĸĐult to agree ǁith any of the tǁo researĐh 
Įndings ǁithout Đonsidering the iŵportant aspeĐt 
of Đustoŵer relationship eaĐh of the tǁo brings 
out. Is only iŵperatiǀe to take a ŵiddle position and 
Đonsider the ǀital aspeĐts in eaĐh Įndings of the 
researchers. 

&irst, Rootŵan ;2008Ϳ agrees that, the introduĐtion 
of E-CRM and advanced technologies in the banking 
seĐtor has iŵproǀed the Ƌuality of serǀiĐes in the 
banks that ultiŵately iŵproǀed bank to Đustoŵer 

relationship and satisĮed the Đustoŵer s͛ needs in 
a beƩer ǁay. dhe �ͲCMR brings beneĮts for both 
parties͖ the banks froŵ one side and the Đustoŵers 
forŵ the other. dhe bankers haǀe the ability to 
aĐĐess the Đustoŵer s͛ historiĐal data ǁhat enables 
theŵ antiĐipate the Đustoŵer s͛ tiŵing of purĐhase 
and to ŵake beƩer deĐisions about the serǀiĐes 
and produĐts they oīer. ,oǁeǀer, systeŵs fail, and 
they Đan fail ǁhen the Đustoŵer needs theŵ ŵost. 
dhis Đan put the Đustoŵer relationship in ũeopardy 
thus is only good to dig further on this subject and 
establish that Đould the relationship suĸĐe in eǀent 
of such failure.  

In his study on the eīeĐts of digital ŵarketing on 
Đustoŵer relationship Merisaǀo ;200ϯͿ, found that 
digital Đhannels alloǁs brand ĐoŵŵuniĐation and 
ĐontaĐts to be ŵore freƋuent at a loǁer Đost than 
traditional Đhannels. ,e also found that online 
serǀiĐes giǀes Đustoŵers beƩer ĐhoiĐe, aĐĐess, 
Đontrol, and ĐonǀenienĐe on interaĐting ǁith his 
serǀiĐe proǀider to aĐĐess any help as Đoŵpared 
to traditional Đhannels. �ĐĐording to Merisaǀo, 
this builds up satisfaĐtion and loyalty. dhe study 
suggested that digital Đhannels haǀe positiǀe eīeĐts 
on Đustoŵer relationship through personaliǌation.  
,oǁeǀer, Merisaǀo ;200ϯͿ agrees that the eīeĐt 
of personaliǌation Đan be diīerent on diīerent 
Đustoŵers. 

�ĐĐording to a researĐh ĐonduĐted by �eloiƩe ;201ϱͿ 
on the digital transforŵation of Đustoŵer serǀiĐes, 
digital age has disrupted the traditional Đustoŵer 
serǀiĐe ŵodels. doday, Đustoŵers are driǀing the 
buying proĐess and interaĐting ǁith their serǀiĐe 
providers using websites, blogs, vlogs and social 
plaƞorŵs. In their researĐh on iŵpaĐts of online 
banking on service delivery in the Malaysian banking 
industry Raũa, Wahat and da͛ǌiŵ ;201ϯͿ,ĐonĐluded 
that, the context of online banking has no direct 
bearing in inŇuenĐing Đustoŵer serǀiĐe deliǀery, 
rather the behavioral factors like cost, convenience 
and seĐurity. dhis ŵeans that Đustoŵers do ǀalue 
and satisĮed ǁith online banking ones the bank 
Đharges is loǁ or aīordable, the serǀiĐe is user 
friendly and their ĮnanĐial transaĐtion is seĐured. 
In long run, Đustoŵers ŵay prepare for norŵal 
Ƌueuing branĐh banking onĐe they perĐeiǀe the 
online banking and purported decision support 
as solely based on norŵal serǀiĐes ;Raũa, Wahat Θ 
da͛ǌiŵ, 201ϯͿ.

CoŵŵuniĐation teĐhnology adopted by banks to 
Đreate a seaŵless Đhannel of sharing inforŵation ǁith 
Đustoŵer has been perĐeiǀed as a key Đontributor 
to an iŵproǀed relationship betǁeen banks and 
their Đustoŵers. Wreǀious researĐh by Sharŵa and 
WaƩerson ;1ϵϵϵͿ shoǁs that ĐoŵŵuniĐation aŵong 
the systeŵ partiĐipants leads to ŵutual trust ǁhiĐh 
thus Đultiǀate Đustoŵer relationship.
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,oǁeǀer, it has been argued that the Đustoŵers 
ŵust Įrst trust the systeŵ they interaĐt ǁith in 
order to build trust in it and iŵproǀe the perĐeiǀed 
relationship. &or instanĐe, aĐĐording to 'anesan 
;1ϵϵϰͿ, trust in the systeŵ is Đentral to a Đustoŵer s͛ 
intention to Đontinue the relationship. 'eīen ;2000Ϳ 
suggested that trust in an eͲĐoŵŵerĐe ǀendor has 
a positiǀe iŵpaĐt on people s͛ intention to use the 
ǀendor s͛ teb site Đould it be for ĐoŵŵuniĐation 
or transaĐtion. &urther, Waǀlou ;200ϯͿ has also 
shoǁn that trust is positiǀely related to Đustoŵers͛ 
intention to transaĐt in eͲĐoŵŵerĐe enǀironŵent.
&roŵ the eŵpiriĐal literature, �deǁoye ;201ϯͿ 
eŵpiriĐally eǆaŵined the iŵpaĐts of Mobile 

banking on service delivery in the Nigerian 
ĐoŵŵerĐial banks, failing to Đapture iŵportant 
independent ǀariables suĐh as online interaĐtiǀity, 
online transaĐtion proĐessing, online Đustoŵer Đare 
and online deĐision support systeŵs. Still on digital 
banking, Ngugi ;201ϯͿ eŵpiriĐally eǆaŵined the 
eīeĐt of online banking on ĮnanĐial perforŵanĐe 
of ĐoŵŵerĐial banks in <enya. Siŵilarly, Njuguna, 
Riitho, Klǁeny Θ tanderi ;2012Ϳ eŵpiriĐally 
inǀestigated the internet banking adoption in 
Kenya. Although digital banking has received a great 
deal of research interest, no research has focused 
on the speĐiĮĐs of interaĐtiǀity in digital banking, or 
its eīeĐts on Đustoŵer relationship.  

Figure 1: ConĐeptual &raŵeǁork

Source: �uthor ;2017Ϳ
 

Interactivity 
• Confirmation of execution 
• Direct help/tutorial 
• Plausibility check 

Customer Relationship 
• Customer loyalty 
• Customer satisfaction 
• Customer trust 
• Customer attitudes  

Independent Variable Dependent variable 

Research Methodology
 
This research adopted an explanatory approach 
using surǀey teĐhniƋue. dhe eǆploratory approaĐh 
ǁas ideal as it alloǁs saŵples to be seleĐted and 
eǆplanatorily studied. dhe design perŵit the 
ĐolleĐtion of original data ŵeant for desĐribing large 
population ǁith indiǀidual as unit analysis ;<othari, 
200ϰͿ. dhe ĐhoiĐe of Įeld surǀey approaĐh alloǁed 
ĐolleĐtion of Ƌualitatiǀe data froŵ a population in a 
ŵore eĐonoŵiĐal ǁay. dhe target population of this 
study Đonsists of the ϰ2 registered ĐoŵŵerĐial banks 
in Kenya on which the work will be generalized. The 
study eŵployed tǁo saŵpling teĐhniƋues, stratiĮed 
and ĐonǀenienĐe saŵpling. StratiĮed saŵpling ǁas 
used to enable the researĐher target a speĐiĮĐ 
nuŵber of staī froŵ eaĐh seleĐted bank so as to 
enhanĐe inĐlusiǀity. hsing ĐonǀenienĐe saŵpling, 
the researĐher interǀieǁed any bank Đustoŵer 
ǁilling to partiĐipate in the researĐh at the seleĐted 
bank branĐh thus the saŵple siǌe for this study ǁas 
120 Đustoŵers. dhe saŵple ǁas eǀenly distributed 
per the bank as indicated in the below table.

Stratum Sample 

Bank of Africa (k) Ltd 35 
KCB 20 
Barclays 25 
DTB 25 
Family Bank 15 
Total 120 

Table 1: Saŵple Siǌe.

Research Findings

dhe researĐh eliĐited priŵary data through 
Ƌuestionnaires and siŵple perĐentage ǁas used 
to analyǌe the researĐh Ƌuestions and a ŵultiple 
regression was drawn to test the research 
hypothesis. dhe beloǁ ŵodel ǁas eŵployed and 
regression results draǁn froŵ the priŵary data.
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Table 2: The Pooled Regression Results 

�ependent ǀariable͗ EXTENT

Notes͗ ΎΎΎ indiĐates statistiĐal signiĮĐanĐe at all 
Đonǀentional leǀels i.e 1й, ϱй and 10й.

z с� н ɴIy I н ɴ2y2 н ɴϯyϯ н �

there͗ 

zсWerĐentage surplusͬChange in ŵeŵbership
� сConstant
ɴс CoeĸĐient of y
yIсConĮrŵation of eǆeĐution
y2с �ireĐt helpͬtutorial
yϯ с Wlausibility ĐheĐk
�с�rror terŵ  

Table 2 shows the pooled regression results on the 
priŵary data ĐolleĐted.

 
 Model 1 

Explanatory 

variable 
Interactivity 

Constant 2.86 
coefficient 0.833 

t-ratio 3.87 
Std.error 0.215 
p-value 0.0304*** 

R-Squared 0.834 

Significance 
Significant at all 

levels 

&roŵ the aboǀe estiŵated ŵodel, it Đan be deduĐed 
that Đustoŵer relationships in banks are inŇuenĐe 
positiǀely by online interaĐtiǀity oīered by the 
digital banking plaƞorŵs eǀidenĐed by the positiǀe 
signs of the ĐoeĸĐients. dhis Đan be interpreted 
to ŵean that heightened leǀels of interaĐtiǀity go 
a long ǁay in guaranteeing iŵproǀed Đustoŵer 
relationships ǁhiĐh is a funĐtion of a happy and 
contented clientele.

dhrough this analysis, the ŵaũor Įnding ǁas 
that, online interaĐtiǀity ǁas found to haǀe ŵaũor 
inŇuenĐe on Đustoŵer relationship. dhis ŵeans 
ǁhen Đustoŵers eīortlessly interaĐt ǁith their 
aĐĐounts online a beƩer Đustoŵer relationship is 
established.

The above conclusion is in line with earlier 
researchers who agreed that online banking 
signiĮĐantly and positiǀely inŇuenĐe the nature 
of Đustoŵer relationships suĐh that banks keen at 
inǀesting in a ŵore interaĐtiǀe and user friendly 
online plaƞorŵs ǁill ŵost likely register high leǀels 
of Đustoŵer satisfaĐtion and loyalty. �ŵong the 
reasons for adoption of digital banking are the 
notion that eleĐtroniĐ banking and payŵents ǁill 
Đut banks ͚Đosts, inĐrease banks ͚reǀenue groǁth, 
and ŵake banking ŵore Đonǀenient for Đustoŵers 
and iŵproǀe bankͲĐustoŵer relationship ;Ngugi 
201ϯͿ.dhis Đan be eǆplained by the faĐt that online 
banking covers larger geographical areas reaching 
out ŵass population ǁith liƩle ŵan poǁer as 
Đoŵpared to direĐt sales representatiǀe.

Notǁithstanding the risks that Đoŵe ǁith 
teĐhnology inĐluding ĐyberĐriŵes, banks need to 
inǀest in safeguards to proteĐt Đlient inforŵation 
as this ŵay instill fear and anǆiety ǁhile Đustoŵers 
interaĐting ǁith their aĐĐounts online a faĐtor that 
ŵay ũeopardiǌe Đustoŵer relationship iŵproǀeŵent 
eīorts.

Conclusion
 
dhe ŵain obũeĐtiǀe of the researĐh ǁas to establish 
the inŇuenĐe of digital banking on Đustoŵer 
relationship aŵong ĐoŵŵerĐial banks in <enya. 
In reviewing the literature on this research, it was 
obserǀed that the ĐoŵŵerĐial banks in <enya 
and the ǁorld oǀer are Đurrently Đoŵpeting to 
establish good Đustoŵer serǀiĐe that enhanĐes 
good bankͲĐustoŵer relationship. In reǀieǁing 
the literature of this research it was observed 
that the ĐoŵŵerĐial banks loĐally and globally 
are iŵŵensely iŵpleŵenting digital banking to 
ŵiniŵiǌe the Đosts related to the traditional briĐk 
and ŵotor banks and also to stay Đoŵpetitiǀe and 
retain ŵarket share in the digital oriented ŵarket. 
dhe banks are Đonstantly inǀesting in inforŵation 
teĐhnologies that aiŵs to put theŵ aboǀe their 
riǀals. dhe banks ŵain assets are the Đustoŵers and 
therefore these Đustoŵers are ŵeant to be treated 
ǁell and a proĮtable relationship sustained.
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CAPACITY OF BH PRODUCTION ENTERPRISES

Fahrudin Fehrić, Sanja Zekić, Kemo Čamdžija

Abstract

Conceptual solution for the largest number of BH export enterprises is not possible to design, develop and 
implement without clearly established entrepreneur orientation towards creating such production enterprises 
which are, in competitive terms, the equivalent to what the competitor has already introduced in the market. 
If local BH enterprises are not able to have at least one advantage in their favour regarding the competitive 
strategy, then their enterprise should not be export-orientated. Regarding this, it is necessary to have an 
adequate preparation of entrepreneur strategies and compatibility of state infrastructure with the production 
enterprises whose business intent is to export its products to foreign markets in simpler, faster and more 
profitable manner. In the largest number of BH enterprises, the management at every level does not possess 
the adequate capacity to create entrepreneurial strategies for making business at local market, and even less 
number of enterprises decide to create export business strategy. In addition, the business of BH production 
enterprises is threatened at local market as well, then the question has to be asked which managers and their 
business capacities are prepared for the market game in the international business. Besides the readiness of 
the entrepreneurial infrastructure at the national level, all business activities at level of production enterprise 
need to be led to excellence – business excellence which shall increase their export capacity and competitiveness 
regarding the enterprises from the same branch.
Therefore, it is necessary to explore, analyse and define the role, importance and influence of entrepreneurial 
activities as well as the willingness of management towards the export orientation of production enterprises, 
and to research and analyse all relevant determinants and factors which are determine participants in creating 
export capacity and strategy of appearing production enterprises at international market. The ultimate goal 
of influence research of entrepreneurial activities at export capacity of BH production enterprises is creating 
entrepreneurial strategies which, by its influence, contribute to creating the effective concept of building 
export orientation of local production enterprises at foreign markets. 
The research results show that Cost leading strategy is the most implemented one in export enterprises in Bosnia 
and Herzegovina, the following is the Focus strategy, while the Differentiation strategy is among a number 
of strategies least implemented. The results obtained in the research suggest that only those production 
enterprises that shall be implementing adequate export strategies supported by an efficient infrastructure at 
the state level have a serious chance of operating in selected target markets.

Keywords: the capability of management, management strategies, international competitiveness, export 
orientation, production companies.

Category:  Preliminary communication 
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INTRODUCTION

 

Creating entrepreneurial strategies as ǁell as 
deǀelopŵent of entrepreneurship itself takes 
place in unprepared BH surroundings burdened 
by unprediĐtable Đhanges that Đoŵe as treats 
or opportunities but ǁithout the adeƋuate 
understanding aŵong those ǁho ŵake the ŵost 
signiĮĐant business as ǁell as politiĐal deĐisions. 
dhere is a sŵall nuŵber of those �, ŵanagers 
who have enough courage to place their business 
abroad and outside the loĐal ŵarket and to direĐt 
their business strategies towards export to foreign 
ŵarket. In the eīort of loĐal entrepreneurs there is 
the probleŵ of inadeƋuate business infrastruĐture 
at the state leǀel of �,, ǁhere produĐtion 
enterprises, eaĐh in their oǁn ǁay, apply diīerent 
ŵethods in Đreating and ŵanaging their oǁn eǆport 
ĐoŵŵerĐial orientation, ǁhiĐh to a signiĮĐant eǆtent 
ǁeakens their eǆport ĐapaĐity and Đoŵpetitiǀeness 
Đoŵpared to Đoŵpanies in deǀeloped Đountries.

Strong international enterprises build their 
entrepreneurial aĐtiǀity and Đoŵpetitiǀeness on 
diīerentiation, innoǀation, Đost reduĐtion and the 
introduĐtion of ŵodern teĐhnologiĐal proĐedures 
ǁhiĐh lead the produĐtion to its perfeĐtion. Kf 
Đourse, these are ũust soŵe of the eleŵents that 
beĐoŵe an integral part of a strategiĐ approaĐh to 
building Đoŵpetitiǀe strength in entrepreneurship. 
The BH enterprises, if they want to survive in the 
global eĐonoŵiĐ enǀironŵent, need to deĮne an 
area of their business in which they can achieve 
top-world results and build a base for their overall 
future business. dhe neĐessity for the introduĐtion 
of speĐialiǌation that foĐuses on the ŵost poǁerful 
and the ŵost proĮtable parts of the enterprise, 
reƋuires disĐharge of anything that Đoŵpany has not 
got a leading position in the ŵarket, ǁhile foĐusing 
on that part of the business in which the enterprise 
aĐhieǀed outstanding results ǁhiĐh are Đoŵparable 
to the strongest in the saŵe aĐtiǀities of business. 
,oǁ to aĐhieǀe Đoŵpetitiǀe adǀantage as one of the 
preĐonditions for eǆport orientation in the business 
of produĐtion enterprises is the dileŵŵa that has 
been Ƌuestioned by ŵany Đoŵpanies and their 
ŵanagers.  In an aƩeŵpt to Đlarify this issue the 
idea is to always start with the analysis of your own 
business and eǆploration of those areas of business 
ǁhere you Đan introduĐe and apply neǁ proĮtable 
ideas, ǁhiĐh Đan lead to iŵproǀeŵent larger than 
the Đoŵpetition. dhe eǆport ĐapaĐity based on 
Đoŵpetitiǀe strength is estiŵated aĐĐording to 
enterprise ǁith the leading position in its branĐh and 
when above average results in business are achieved 
Đoŵparing to the Đoŵpetition. ,oǁeǀer, there are 
seǀeral ǁays for aĐhieǀing eǆport ĐapaĐity͗ priĐe, 
diīerentiation, responsible business, adǀantage 
in oǁning and using resourĐes, Đreating superior 

ǀalues, Đreating eīeĐtiǀe business strategies, Ƌuality 
business enǀironŵent and others. �ǆperienĐes froŵ 
other countries show that responsibility in business 
in the Đonditions of seǀere ŵarket gaŵe beĐoŵes 
one of the ŵain ŵanaging tools for Đreating 
Đoŵpetitiǀe adǀantage, therefore, ǁhy shouldn͛t 
this be aĐĐepted by our loĐal eŵployers as ǁell. 
dhe iŵproǀeŵent of entrepreneurial aĐtiǀities 
regarding the strengthening of Đoŵpetitiǀe 
ability of �osnian and ,erǌegoǀinian produĐtion 
enterprises who want to place their products on 
international ŵarket is neĐessary to be based on 
fast and strategiĐ orientation of ŵanageŵent ǁho 
is able to use all business opportunities froŵ ǁider 
business surroundings, regardless of inadeƋuate 
business infrastruĐture at the state leǀel. Nuŵerous 
inǀentions in the ǁorld leading enterprises haǀe 
Đhanged the business organisation in diīerent ǁays 
regarding the reduĐing operational business Đosts, 
inĐreasing inĐoŵe, positioned theŵselǀes in the 
ŵinds of Đustoŵers and proǀide these Đoŵpanies 
an adǀantage oǀer the Đoŵpetition. Kne ǁay of 
proǀiding eǆport ĐapaĐity is Đonstant introduĐtion 
of neǁ business ideas, innoǀation of produĐts, 
serǀiĐes, business proĐesses Đoŵbining ǁith other 
iŵportant faĐtors in business proĐess. 

Innoǀations Đan be found in sŵall Đountries in 
transition suĐh as �osnia and ,erǌegoǀina, and in 
ŵinor Đoŵpanies, in partiĐular if they are brought 
to aƩention on tiŵe and aĐĐepted by ŵanageŵent 
and if it is possible to ŵanage theŵ suĐĐessfully. 

 
RESEARCH ON THE EFFECT OF ENTREPRENEURIAL 
STRATEGIES ON EXPORT CAPACITY OF BH 
PRODUCTION ENTERPRISES

 

In the struĐture of eŵpiriĐal part of this researĐh 
artiĐle ͞The influence of entrepreneurial strategies 
on creating export capacity of BH production 
enterprises”, it is neĐessary to eǆaŵine, analyse and 
theoretiĐally present the theoretiĐal positions of 
ϯ7 ŵanagers or oǁners of produĐtion enterprises 
in BH, who are engaged in export. Research, 
analysis and processing are directed towards three 
generiĐ entrepreneurial strategies ŵostly used by 
ŵanagers and oǁners of produĐtion enterprises 
and Đonsidered ŵost suitable and appliĐable in the 
eǆport poliĐy of �osnian Đoŵpanies.

�ŵpiriĐal researĐh has been ĐonduĐted using the 
surǀey Ƌuestionnaire Đontaining four Ƌuestions. dhe 
analyses of data collected tries to prove and present 
generiĐ strategies ǁhiĐh are the ŵost freƋuently 
used, ŵore eĸĐient than others, and the ŵost 
Đoŵpetitiǀe and appliĐable by the produĐers of 
�,. In addition, it is possible that all three generiĐ 
strategies are eƋually iŵportant, or iŵportant 
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enough regarding the diīerenĐe in opinions of 
surǀey partiĐipants ǁhiĐh is statistiĐally a ŵinor 
diīerenĐe. dherefore, dͲtest has been ĐonduĐted as 
well. Regarding this, T-test indicates whether exists 
signiĮĐant statistiĐs diīerenĐe in the partiĐipants͛ 
opinions regarding the generic strategies, i.e., 
ǁhether the diīerenĐe betǁeen the partiĐipants is 
signiĮĐant. �esides dͲtest, desĐriptiǀe statistiĐs has 
been ĐonduĐted as ǁell, for eaĐh Ƌuestion, in order 
to obtain a Đlear piĐture of aƫtudes of ŵanagers 
or the oǁners of iŵportanĐe of indiǀidual generiĐ 
strategies in eǆport poliĐy of �,. In addition to the 
arithŵetiĐ ŵean, standard deǀiations and ĐoeĸĐient 
of ǀariation, ŵeasures of Đentral tendenĐy haǀe 
been obtained, as ǁell, i.e. ŵode and ŵedian. SinĐe 
this is a ŵinor saŵple, less than ϱ0 obserǀations, 
in order to eǆaŵine the arithŵetiĐ ŵean, it is 
preferred to ǁork ŵode as the ŵost Đoŵŵon 
response of partiĐipants and ŵedian, ǁhiĐh poles 
the appearanĐe into tǁo eƋual parts. 

�ased on the Įǀe faĐtors ǁhiĐh aīeĐt the appealing 
to industrial sector Porter developed possible 
strategies ǁhose ŵain diŵensions are Đoŵpetitiǀe 
adǀantage and leǀel of ŵarket Đoǀerage. &or the 
purpose of ĐonduĐting researĐh proĐedure in this 
artiĐle, three types of generiĐ strategies are listed, 
naŵely͗ Cost leadership strategy, �iīerentiation 
strategy, and &oĐus strategy. 

Cost leadership strategy is based on Đoŵpetitiǀe 
advantage of lower costs in order to reach an 
inĐrease ŵarket share and inĐrease in target ŵarket 
segŵents. dhe basis of this strategy is the eĸĐient 
ŵanageŵent of resourĐes, and through the Ňoǁ of 
eǆperienĐe, eĐonoŵies of sĐale, tight Đosts Đontrol, 
lowers the cost price of the product. In this way 
organiǌations build their Đoŵpetitiǀe adǀantage.

�iīerentiation strategy is based on diīerentiation 
in relation to Đoŵpetition. dhe ŵain aiŵ of the 
Đoŵpany is to oīer the produĐtsͬserǀiĐes diīerent 
froŵ other Đoŵpetitors in the saŵe industry, but to 
reaĐh larger nuŵber of target ŵarket segŵents. 

dhe ŵost iŵportant reƋuireŵent for suĐĐess of this 
strategy is analysing Đustoŵers͛ needs and their 
behaǀiour and establishing ǁhat is ŵost preferable 
for the Đustoŵers. 

If the diīerentiation strategy is suĐĐessfully 
ĐonduĐted, the Đoŵpany has the opportunity to͗ 
deterŵine higher priĐes ;preŵiuŵ priĐesͿ, seĐure 
Đustoŵers͛ loyalty and inĐrease sales ǀoluŵe. dhe 
ŵost preferable is diīerentiation on seǀeral bases, 
sŵaller the siŵilarity oǀer the Đoŵpetition, larger 
inĐrease of ŵarket share and proteĐtion froŵ the 
Đoŵpetition. 

&oĐus strategy is based on iŵpleŵentation on 
foĐused ŵarket segŵent on the entire ŵarket. dhe 
foĐus is on satisfying the needs of Đertain group 
of Đustoŵers, ǁhile the liŵits of ŵarket segŵents 
Đan be deĮned geographiĐally or based on produĐt 
line. dhe foĐus strategy is deriǀed froŵ tǁo basiĐ 
strategiesͲ Cost leadership strategy and &oĐus 
strategy. 

Surǀey Ƌuestionnaire is set aĐĐording to >ikert Ͳtype 
scale, and answers provided are rated according 
to sĐale froŵ 1Ͳϱ, ǁhere 1 ŵeans the loǁest leǀel 
of agreeŵent ǁith the stateŵent set, and ϱ the 
highest leǀel of agreeŵent ǁith the stateŵent set͗

1- Strongly �isagree,

2- Disagree,

3- Undecided,

4- Agree,

5- Strongly �gree

Surǀey Ƌuestionnaire used for researĐh of ŵanagers and oǁners͛ opinions, ǁhiĐh are in eǆport business, 
ǁas as folloǁs͗

1. Rate ǁhiĐh of the three possible generiĐ strategies largely Đontributes to Đreating a positiǀe eǆport poliĐy          
    in Bosnia and Herzegovina?

Cost leadership strategy  1 2 3 4 5 
Differentiation strategy 1 2 3 4 5 
Focus strategy 1 2 3 4 5 
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Cost leadership strategy  1 2 3 4 5 
Differentiation strategy 1 2 3 4 5 
Focus strategy 1 2 3 4 5 

Cost leadership strategy  1 2 3 4 5 
Differentiation strategy 1 2 3 4 5 
Focus strategy 1 2 3 4 5 

Cost leadership strategy  1 2 3 4 5 
Differentiation strategy 1 2 3 4 5 
Focus strategy 1 2 3 4 5 

2. Rate which of the three possible generic strategies largely increase the export capacity of the BH    
     enterprises?

ϯ. Rate ǁhiĐh of the three possible generiĐ strategies largely Đontributes to a beƩer Đoŵpetitiǀe position in   
     the international ŵarket of enterprises engaged in the eǆport of produĐts froŵ �osnia and ,erǌegoǀina͍

ϰ. Rate ǁhiĐh of the three possible generiĐ strategies is ŵostly used in positioning in the international  
     ŵarket͍

ColleĐted responses, ǁhiĐh are obtained, are proĐessed in statistiĐal prograŵ for data analysing SWSS, and 
the results are as folloǁs͗  

dable 1. Rate ǁhiĐh of the three possible generiĐ strategies largely Đontributes to Đreating a positiǀe eǆport 
policy in Bosnia and Herzegovina?

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

 
 
 
 

Cost leadership strategy Differentiation strategy Focus strategy 

N 
Valid 37 37 37 
Missing 0 0 0 

Arithmetic mean 4.6216 3.5135 3.3514 
Median 5.0000 4.0000 4.000 
Mode 5.00 4.00 4.00 
Standard deviations  .59401 1.04407 .97799 
Minimum 3.00 2.00 1.00 
Maximum 5.00 5.00 5.00 
Coefficient of variation 0,126 0,296 0.291 

�nalysing data ĐolleĐted froŵ ϯ7 ŵanagers and 
oǁners of produĐtion enterprises engaged in 
eǆporting, it Đan be ĐonĐluded that the strategy 
largely Đontributing to Đreating a positiǀe eǆport 
policy in BH is a generic Cost leadership strategy. 
dhe aǀerage surǀey response rate froŵ ŵanagers 
and owners surveyed is high 4,6216. 

Considering the sŵall saŵple ;under ϱ0  
partiĐipantsͿ, in order to analyse arithŵetiĐ ŵean, 
the ŵode and ŵedian haǀe been found and in 
both saŵples they are ϱ ʹ strongly Đontributes to  
Đreating eǆport poliĐy, as the ŵost Đoŵŵon 
response. dhe ĐoeĸĐient of ǀariation ǁas 12.ϲ and 
standard deǀiation ǁas 0.ϱϵϰ01, as a ŵiniŵuŵ 
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deǀiation, and proof that this is a ǀery hoŵogeneous 
group response.

�ata analysis has shoǁn that partiĐipants agree 
ǁith the stateŵent that diīerentiation strategy 
Đontributes to Đreating positiǀe eǆport ĐapaĐity 
in Bosnia and Herzegovina. The average response 
ǁas ϯ, ϱ1ϯϱ, the ŵost Đoŵŵon response rate is 
ϰͲ Đontributes to Đreating positiǀe eǆport ĐapaĐity. 
dhe ĐoeĸĐient of ǀariation is 2ϵ, ϲй, therefore, 
it Đan be ĐonĐluded that this is a hoŵogeneous 
group response. Standard deǀiation is 1, 0ϰϰ, 
ǁhiĐh is not a large deǀiation of arithŵetiĐ ŵean, 
and hasn͛t got a negatiǀe inŇuenĐe on arithŵetiĐ 
ŵean.  WartiĐipants partly agree that &oĐus  
strategy Đontributes to Đreating positiǀe 
export capacity in Bosnia and Herzegovina.  

dhe arithŵetiĐ ŵean is ϯ, ϯϱ1ϰ, and the ŵost 
Đoŵŵon response rate ;ŵodeͿ is ϰͲ Đontributes to 
Đreating eǆport poliĐy. Standard deǀiation is 0, ϵ77, 
ǁhiĐh is not high and hasn͛t got a negatiǀe inŇuenĐe 
on arithŵetiĐ ŵean. CoeĸĐient of ǀariation is 2ϵ, 
1%, and it can be concluded that this is a very 
hoŵogeneous group response.

In the preǀious table, through desĐriptiǀe statistiĐs 
the results obtained have been analysed and 
theoretiĐally proĐessed. �esĐriptiǀe statistiĐs haǀe 
shoǁn the eǆisting diīerenĐe betǁeen partiĐipants͛ 
aƫtudes in three generiĐ strategies, and ǁhether 
these diīerenĐes are statistiĐally iŵportant or not 
it shall be deterŵined in the folloǁing part of this 
paper, applying the T-test.

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Differentiation 
Strategy 
Focus strategy 

.16216 1.48162 .666 36 .510 

dable 2. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and &oĐus strategy

 dable ϯ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and Cost leadership strategy

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, ϱ10 х 0, 0ϱ, therefore it Đan be ĐonĐluded that there is no signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the diīerentiation strategy and &oĐus strategy, i.e. these strategies 
are siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport.

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the diīerentiation strategy and Đost leadership strategy, i.e. these 
strategies are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport. �s desĐribed, 
ŵanagers and oǁners prefer Đost leadership strategy ǁhiĐh Đontributes to Đreating a positiǀe eǆport poliĐy in 
Bosnia and Herzegovina. 

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy - 
Differentiation 
Strategy 

1.10811 1.14949 5.864 36 .000 
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dable ϰ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test &oĐus and Cost leadership strategy

Table 5. Rate which of the three possible generic strategies largely increase export capacity of BH  
               enterprises 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen 
the response of ŵanager and oǁner regarding the &oĐus strategy and Cost leadership strategy, i.e. these 
strategies are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport, and they 
haǀe a diīerent Đontribution to Đreating a positiǀe eǆport poliĐy. 

 
 
 

Difference compared 

  
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy –  
Focus Strategy 

1.27027 1.12172 6.888 36 .000 

 
 Cost leadership strategy Differentiation strategy Focus strategy 

N 
Valid 37 37 37 
Missing 0 0 0 

Arithmetic mean 4.5135 3.1081 3.7838 
Median 5.0000 3.0000 4.000 
Mode 5.00 4.00 4.00 
Standard deviations  .73112 1.17340 .94678 
Minimum 3.00 4.00 3.00 
Maximum 2.00 1.00 2.00 
Coefficient of variation 5.00 5.00 5.00 
Arithmetic mean 0, 16 0, 35 0,24 

�nalysing data ĐolleĐted has shoǁn that ŵanagers 
and oǁners of produĐtion enterprises engaged in 
eǆporting strongly agree that the Cost leadership 
strategy is largely increasing export capacity of BH 
enterprises. The average survey response rate is 
high ϰ,ϱ1ϯϱ, and the ŵost Đoŵŵon response is ϱͲ 
strongly agree. Standard deǀiation shoǁs a ŵinor 
deǀiation froŵ arithŵetiĐ ŵean, and the ĐoeĸĐient 
of ǀariation proofs that this is a hoŵogeneous group 
response.

WartiĐipants agree to a sŵall eǆtent that 
�iīerentiation strategy is inĐreasing eǆport ĐapaĐity 
of enterprises. The average survey response rate 
is ϯ, 108, and the ŵost Đoŵŵon response is ϰ ʹ I 
agree. Standard deǀiation is 1, 17ϯ ǁhiĐh represent 
an aĐĐeptable deǀiation froŵ arithŵetiĐ ŵean. 

CoeĸĐient of ǀariation shoǁs that this is a 
hoŵogeneous group response. WartiĐipants agree 
that &oĐus strategy is largely inĐreasing eǆport 
capacity of BH enterprises. The average survey 
response rate is 3, 7838, which is less than cost 
leadership but ŵore than �iīerentiation strategy. 
dhe ŵost Đoŵŵon response is ϰ ʹ I agree ǁith the 
stateŵent ǁhiĐh largely ĐonĮrŵs the stateŵent 
itself. Standard deǀiation is ŵiniŵuŵ and has not 
got a negatiǀe inŇuenĐe on arithŵetiĐ ŵean as ǁell 
as ĐoeĸĐient of ǀariation ǁhiĐh shoǁs that this is a 
hoŵogeneous group response.

In the following part, by applying the t-test, it 
is analysed ǁhether eǆists signiĮĐant statistiĐ 
diīerenĐe in generiĐ strategies, and ǁhiĐh of the 
ŵentioned strategies is inĐreasing eǆport ĐapaĐity 
of BH enterprises. 
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Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy –  
Focus Strategy 

.72973 .99019 4.483 36 .000 

dable ϲ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test &oĐus and Cost leadership strategy

dable 7. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and Cost leadership strategy

dable 8. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and &oĐus strategy

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the diīerentiation strategy and Đost leadership strategy, i.e. these 
strategies are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport. Managers and 
owners prefer Cost leadership strategy and it largely contributes to increasing export policy of BH enterprises. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the &oĐus strategy and Cost leadership strategy, i.e. these strategies 
are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport and they diīerently 
contribute to increasing export policy of BH enterprises. 

W с 0, 01ϰ ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the �iīerentiation and &oĐus strategy, i.e. these strategies are not 
siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport and they diīerently inŇuenĐe 
on increasing export policy of BH enterprises. 

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy – 
Differentiation 
Strategy 

1.40541 1.42321 6.007 36 .000 

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Differentiation 
Strategy- 
Focus strategy 

-.67568 1.58209 -2.598 36 .014 
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dable ϵ. Rate ǁhiĐh of the three possible generiĐ strategies largely Đontributes to a beƩer Đoŵpetitiǀe    
               position in the international ŵarket of enterprises engaged in the eǆport of produĐts froŵ �osnia    
               and Herzegovina

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

 
 Cost leadership strategy Differentiation strategy Focus strategy 

N 
Valid 37 37 37 
Missing 0 0 0 

Arithmetic mean 4.3784 2.4865 3.8108 
Median 4.0000 2.0000 4.000 
Mode 5.00 2.00 4.00 
Standard deviations  .68115 1.16956 .84452 
Minimum 2.00 4.00 4.00 
Maximum 3.00 1.00 1.00 
Coefficient of variation 5.00 5.00 5.00 
Arithmetic mean 0, 15 0, 46 0,22 

Analysing data collected it can be concluded that 
partiĐipants largely use Cost leadership strategy 
ǁhiĐh Đontributes to a beƩer Đoŵpetitiǀe position 
in the international ŵarket. dhe aǀerage surǀey 
response rate ǁas ϰ,ϯ78ϰ, therefore, partiĐipants 
strongly agree that Cost leadership strategy 
Đontributes to a beƩer Đoŵpetitiǀe position in the 
international ŵarket of enterprises engaged in the 
eǆport of produĐts froŵ �osnia and ,erǌegoǀina. In 
addition, this aƫtude is ĐonĮrŵed by ŵode as the 
ŵost Đoŵŵon response rate, ǁhiĐh is ϱ ʹ strongly 
Đontributes. Standard deǀiation of arithŵetiĐ ŵean 
is 0,ϲ811ϱ, a ŵinor deǀiation and has not got 
negatiǀe eīeĐt on the result obtained, as ǁell as 
ĐoeĸĐient of ǀariation ǁhiĐh shoǁs that this is a 
ǀery hoŵogeneous group response.

WartiĐipants agree to a sŵall eǆtent that 
�iīerentiation strategy is Đontributing to a 
beƩer Đoŵpetitiǀe position in the international 
ŵarket dhe aǀerage surǀey response rate is, ũust, 
2,ϰ8ϲϱ. Considering the sŵall saŵple ;under ϱ0 
partiĐipantsͿ, it is preferable to Įnd ŵode as ǁell, 
ǁhiĐh, in this Đase,  ĐonĮrŵs the arithŵetiĐ ŵean, 
which is 2 – strongly not contributes. 

Standard deǀiation is 1, 1ϲϵϱϲ, ǁhiĐh represent an 
aĐĐeptable deǀiation. CoeĸĐient of ǀariation shoǁs 
that this is to soŵe eǆtent, a hoŵogeneous group 
response.

�ata obtained and analysed shoǁ that partiĐipants 
agree ǁith the stateŵent that &oĐus strategy 
Đontributes to soŵe eǆtent Đreating a beƩer 
Đoŵpetitiǀe position of �, enterprises in the 
international ŵarket. dhe aǀerage response is ϯ, 
8108, and the ŵode as the ŵost Đoŵŵon response 
rate is ϰͲ I agree it Đontributes. Standard deǀiation 
is ŵiniŵuŵ, and has not got a negatiǀe eīeĐt 
on result obtained, as ǁell as the ĐoeĸĐient of 
ǀariation ǁhiĐh shoǁs that this is a hoŵogeneous 
group response.

In the following part, by applying the t-test, it 
is analysed ǁhether eǆists signiĮĐant statistiĐ 
diīerenĐe in generiĐ strategies, and ǁhiĐh of 
the ŵentioned strategies is largely Đontributing 
to Đreating a beƩer Đoŵpetitiǀe position of �, 
enterprises.  
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Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy –  
Differentiation 
Strategy 

1.89189 1.28633 8.946 36 .000 

dable 10. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and Cost leadership strategy

dable 11. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test &oĐus and Cost leadership strategy

dable 12. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and &oĐus strategy

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the �iīerentiation strategy and Cost leadership strategy, i.e. 
there is a statistiĐ diīerenĐe in Đontributing to Đreating a beƩer Đoŵpetitiǀe position of �, enterprises in 
the international ŵarket. Managers and oǁners prefer Cost leadership strategy and belieǀe that it largely 
Đontributes to Đreating a beƩer Đoŵpetitiǀe position.   

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the &oĐus strategy and Cost leadership strategy, i.e. these strategies 
are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport. Managers and the 
oǁners share the opinion that Cost leadership strategy largely Đontributes to Đreating a beƩer Đoŵpetitiǀe 
position of �, enterprises in the international ŵarket.

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the �iīerentiation and &oĐus strategy, i.e. these strategies are not 
siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport, and they are not Đontributing 
to the saŵe eǆtent to Đreating a beƩer Đoŵpetitiǀe position of �, enterprises in the international ŵarket.

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference of 

arithmetic 
mean 

Standard 
Deviation 

Pair 
1 

Cost leadership 
strategy –  
Focus 
Strategy 

.56757 1.01490 3.402 36 .002 

 
 
 

Difference compared 
Test difference 

Sig. 
(2-way) 

Difference of 
arithmetic mean 

Standard 
Deviation 

Pair 
1 

Differentiation 
strategy – 
Focus 
Strategy 

-1.32432 1.29216 -6.2324 36 .000 
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dable 1ϯ. Rate ǁhiĐh of the three possible generiĐ strategies is ŵostly used for positioning in the         
                 international ŵarket 

dable 1ϰ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and Cost leadership strategy

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the �iīerentiation strategy and Cost leadership strategy, i.e. there 
is a statistiĐ diīerenĐe in using generiĐ strategies in the goods eǆport. Managers and oǁners prefer Cost 
leadership strategy and belieǀe that it is ŵore appliĐable in the eǆport of loĐal produĐts.

 
 

Cost leadership 
strategy 

Differentiation 
strategy 

Focus 
strategy 

N 
Valid 37 37 37 
Missing 0 0 0 

Arithmetic mean 4.2973 2.6486 3.7027 
Median 5.0000 2.0000 4.000 
Mode 5.00 2.00 4.00 
Standard deviations  .93882 1.00599 .84541 
Minimum 3.00 4.00 3.00 
Maximum 2.00 1.00 2.00 
Coefficient of variation 5.00 5.00 5.00 
Arithmetic mean 0, 21 0, 37 0,22 

�nalysing data ĐolleĐted has shoǁn that partiĐipants 
i.e. their enterprises ŵostly use Cost leadership 
strategy. The average survey response rate is 4 
2ϵ7ϯ, and the ŵost Đoŵŵon response is ϱͲ strongly 
agree. Standard deǀiation is aĐĐeptable, 0, ϵϯ882. 
dhe ĐoeĸĐient of ǀariation proofs that this is a 
hoŵogeneous group response.

WartiĐipants agree to a sŵall eǆtent the usage of 
&oĐus strategy. dhe aǀerage surǀey response rate 
is ϯ, 7027, and the ŵost Đoŵŵon response is ϰ ʹ I 
agree. Standard deǀiation is not high, 0, 8ϰϱ. dhe 
CoeĸĐient of ǀariation of 22й shoǁs that this is a 
hoŵogeneous group response.

The least rated generic strategy in this case was 
�iīerentiation strategy.
WartiĐipant, to sŵall eǆtent, use the �iīerentiation 
strategy which is export orientated. The average 
survey response rate is very low, 2, 6886, as well as 
the ŵost Đoŵŵon response is 2 ʹ disagree ǁith the 
stateŵent. Standard deǀiation is 1, 00ϱϵϵ, and is 
aĐĐeptable.  dhe ĐoeĸĐient of ǀariation shoǁs that 
this is a hoŵogeneous group response.

In the following part, by applying the t-test, it 
is analysed ǁhether eǆists signiĮĐant statistiĐ 
diīerenĐe in generiĐ strategies, and ǁhiĐh of 
the ŵentioned strategies is used for eǆport of 
produĐtion goods in �osnia and ,erǌegoǀina. 

 
 
 

Difference compared 
Test difference 

Sig. 
(2-way) 

Difference 
of arithmetic mean 

Standard 
Deviation 

Pair 1 
Cost leadership strategy –  
Differentiation Strategy 

1.64865 1.51321 6.627 36 .000 
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dable 1ϱ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test &oĐus and Cost leadership strategy

dable 1ϲ. Coŵparing the eǆistenĐe of diīerenĐes using t Ͳ test �iīerentiation and &oĐus strategy

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference 

of arithmetic 
mean 

Standard 
Deviation 

Pair 1 
Cost leadership strategy –  
Focus Strategy 

.59459 1.01268 3.571 36 .001 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

SourĐe͗ �uthor analysis in statistiĐal prograŵ SWSS 20. 

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen 
the response of ŵanager and oǁner regarding the &oĐus strategy and Cost leadership strategy, i.e. these 
strategies are not siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport. Managers 
and the owners share the opinion that Cost leadership strategy is largely used in the export of local products 
intended for export.  

W с 0, 000 ф 0, 0ϱ, therefore it Đan be ĐonĐluded that there is a signiĮĐant statistiĐ diīerenĐe betǁeen the 
response of ŵanager and oǁner regarding the �iīerentiation and &oĐus strategy, i.e. these strategies are not 
siŵilar for ŵanagers and oǁners of produĐtion enterprises engaged in eǆport, and they are not used to the 
saŵe eǆtent in the eǆport of loĐal produĐts. In this Đase, �iīerentiation strategy is ŵore appliĐable.  

 
 
 

Difference compared 

Test difference 
Sig. 

(2-way) 
Difference 

of arithmetic 
mean 

Standard 
Deviation 

Pair 1 
Differentiation strategy –  
Focus Strategy 

-1.05405 1.31119 -4.890 36 .000 

Analysis of data obtained shows that the generic 
strategy ŵostly used for eǆport Đoŵpanies in �osnia 
and Herzegovina is Cost leadership strategy. In 
all stateŵents set, in the aboǀe part of the paper, 
Cost leadership strategy is the ŵost persuasiǀe 
one, ǁith a sĐore of partiĐipants of ŵore than ϰ.ϯ, 
ǁhiĐh is eǆtreŵely high. It Đan be ĐonĐluded that 
generiĐ Cost leadership strategy giǀes Đoŵpetitiǀe 
adǀantage to produĐtion enterprises abroad, 
priŵarily, beĐause of Đheap labour, and in this 
segŵent testern ǁorld Đan hardly Đoŵpete ǁith 
loĐal produĐers. dhis beĐoŵes their opportunity for 
building a Đoŵpetitiǀe adǀantage ǁhiĐh is highly 
proved by this research. 

Besides the Cost leadership strategy, the following 
strategy preferred by loĐal produĐers is &oĐus 
strategy. Responses obtained have given the results 
shoǁing that &oĐus strategy is less used than Cost 
leadership strategy, but it has certainly found its 
iŵpleŵentation in �, produĐers ǁhiĐh are eǆport 
orientated. 

Kf all analysed strategies, diīerentiation strategy is 
the least used. Managers and the owners disagree 
that �iīerentiation strategy has got a deĐisiǀe 
role in the international ŵarket for �, produĐers. 
�iīerentiation strategy rate is largely sŵaller than 
rat of the previous two generic strategies.

It is iŵportant to eŵphasiǌe that, during the analysis, 
due to thorough eǆaŵination of aǀerage ǀalue, 
ǀalues of ŵode and ŵedian are deterŵined. dhe 
reason is the sŵall saŵple ;under ϱ0 obserǀationsͿ, 
and arithŵetiĐ ŵean soŵetiŵes shoǁs inĐorreĐt 
data, therefore the ŵode and ŵedian are 
deterŵined. In the preǀious Ƌuestion, ŵode and 
ŵedian are iŵproǀed and ĐonĮrŵed the arithŵetiĐ 
ŵean obtained. �uring the analysis, tͲtest is used 
as ǁell, and it shoǁs ǁhether a signiĮĐant statistiĐ 
diīerenĐe eǆists betǁeen tested strategies in the 
saŵe researĐh area.  It is iŵportant to eŵphasiǌe 
the eǆistenĐe of signiĮĐant statistiĐ diīerenĐe 
betǁeen the strategies in the saŵe area, ǁhiĐh is 
explained in the above part of this paper. 
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CONCLUSION

 
dhis researĐh sĐientiĮĐ artiĐle proǀides an eǆplanation 
of the concept of corporate entrepreneurship 
and the iŵportanĐe of applying entrepreneurial 
strategies in the business of Đonteŵporary 
enterprises. Conteŵporary entrepreneurship in 
the ĐirĐuŵstanĐes of unĐertain global business 
enǀironŵent is direĐted toǁards Įnding the best 
ǁays of organiǌation ǁhiĐh is eǆtreŵely deŵanding 
task. � prereƋuisite for Đoŵpetitiǀeness and 
excellence of entrepreneurs of 21st century involves 
Đreating speĐialiǌed teaŵs, ŵinor and Ňeǆible 
enterprises, teaŵ netǁorking and Đoordination 
using inforŵation and ĐoŵŵuniĐation teĐhnology, 
reduĐtion of hierarĐhiĐal leǀels and deŵoĐraĐy in 
business deĐision ŵaking, inĐrease of eŵployee 
autonoŵy and independenĐe in deĐision ŵaking, 
ĐonĐentration on eǆĐellenĐe in business and Đore 
ĐoŵpetenĐies, outsourĐing of business aĐtiǀities, 
Đontinuous inǀestŵent in skills and eduĐation, 
Đreating partnerships ǁith suppliers and Đustoŵers, 
ŵonitoring, eǀaluation and ŵeasureŵent of results.

�nalysing data ĐolleĐted froŵ ϯ7 ŵanagers and 
oǁners of produĐtion enterprises engaged in 
eǆporting, it Đan be ĐonĐluded that the strategy 
largely Đontributing to Đreating a positiǀe eǆport 
policy in BH is a generic Cost leadership strategy. 
WartiĐipants partly agree that &oĐus strategy 
Đontributes to Đreating positiǀe eǆport ĐapaĐity 
in Bosnia and Herzegovina. Therefore it can be 
ĐonĐluded that there is no signiĮĐant statistiĐ 
diīerenĐe betǁeen the response of ŵanager and 
oǁner regarding the �iīerentiation strategy and 
&oĐus strategy, i.e. these strategies are siŵilar for 
ŵanagers and oǁners of produĐtion enterprises 
engaged in export. Moreover, it can be concluded 
that there is a signiĮĐant statistiĐ diīerenĐe betǁeen 
the response of ŵanager and oǁner regarding the 
�iīerentiation strategy and Cost leadership strategy, 
i.e. these strategies are diīerent for ŵanagers and 
oǁners of produĐtion enterprises engaged in eǆport. 
�s desĐribed, ŵanagers and the oǁners prefer Cost 
leadership strategy sinĐe it Đontributes to Đreating 
a positiǀe eǆport poliĐy in �osnia and ,erǌegoǀina. 
� signiĮĐant statistiĐ diīerenĐe eǆists betǁeen the 
response of ŵanager and oǁner regarding the &oĐus 
strategy and Cost leadership strategy, i.e. these 
strategies are diīerent for ŵanagers and oǁners 
of produĐtion enterprises engaged in eǆport and 
they diīerently Đontribute to Đreating eǆport poliĐy. 
The analysis of data collected show that surveyed 
ŵanagers and oǁners of produĐtion enterprises 
engage in export strongly agree that Cost leadership 
strategy largely increases export capacity of BH 
enterprises. 

WartiĐipants agree to a sŵall eǆtent that 
�iīerentiation strategy is Đontributing to eǆport 
ĐapaĐity of produĐtion enterprises.  WartiĐipants 
agree that &oĐus strategy largely inĐreases eǆport 
capacity of BH enterprise.  The average survey 
response rate is ϯ, 78ϯ8, ǁhiĐh is a ŵinor ǀalue 
Đoŵparing to Cost leadership strategy, and larger 
than �iīerentiation strategy. 

 

Analysis of data obtained showed that generic Cost 
leadership strategy is the ŵost appliĐable strategy 
for export enterprise in Bosnia and Herzegovina. In 
all stateŵents set, in the aboǀe part of the paper, 
Cost leadership strategy is the ŵost appliĐable 
one, ǁith a sĐore of partiĐipants of ŵore than ϰ.ϯ, 
ǁhiĐh is eǆtreŵely high. It Đan be ĐonĐluded that 
generiĐ Cost leadership strategy giǀes Đoŵpetitiǀe 
adǀantage to produĐtion enterprises abroad, 
priŵarily, beĐause of Đheap labour, and in this 
segŵent testern ǁorld Đan hardly Đoŵpete ǁith 
loĐal produĐers. dhis beĐoŵes their opportunity for 
building a Đoŵpetitiǀe adǀantage ǁhiĐh is highly 
proved by this research. 

Besides the Cost leadership strategy, the following 
strategy preferred by loĐal produĐers is &oĐus 
strategy. Responses obtained have given the results 
shoǁing that &oĐus strategy is less used than Cost 
leadership strategy, but it has certainly found its 
iŵpleŵentation ǁith �, produĐers ǁhiĐh are 
export orientated. 

Kf all analysed strategies, �iīerentiation strategy is 
the least used. Managers and the owners disagree 
that �iīerentiation strategy has got a deĐisiǀe 
role in the international ŵarket for �, produĐers. 
�iīerentiation strategy rate is largely sŵaller than 
rate of the previous two generic strategies.
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IMPROVING SMEs CROSS-BORDER COOPERATION BY UPSCALED PROGRAM 
MANAGEMENT 

Jamila Jaganjac, Ibrahim Obhodžaš, Saša Virijević Jovanović

Abstract

This paper investigates the level of achieved impact of IPA 2007-2013 CBC Bosnia and Herzegovina-Serbia 
Programme. Expected impact level of the Programme is improved business relations and economic activities 
of participating companies. The paper is addressing the problem:,,successful implementation of the projects 
does not ensure sustainability of the achieved results at cross-border level. The primary research is testing the 
attitudes of various groups of beneficiaries regarding achieved impact of projects on cross-border cooperation 
and on strengthened competitiveness of participating SME companies. Findings from secondary research 
correspond to results from the primary research. Cross-border cooperation program/project management 
needs capacity upscaling in order to maintain achieved projects results and to establish long-term partnership.

Keywords: impact, competitiveness, cross-border cooperation, improvements. 

Category:  Review article

1. Introduction

dhe Instruŵent for WreͲaĐĐession �ssistanĐe ;IW�Ϳ 
2007Ͳ201ϯ proǀided ĮnanĐial assistanĐe through Įǀe 
Đoŵponents͗ transition assistanĐe and institution 
building, ĐrossͲborder Đooperation ;C�CͿ, regional 
deǀelopŵent, huŵan resourĐe deǀelopŵent and 
rural deǀelopŵent. �ĐĐording to &inal eǀaluation 
report ;2017, p.ϱ, ǁebpageͿ, IPA Cross-border 
cooperation program 2007-2013 initiated 
promotion of good neighborly relations between the 
participating countries and aimed to contribute to 
economic development of border areas,. Developing 
ĐapaĐities of border regions help Đoŵpanies to build 
netǁorks ;<rćtke, 1ϵϵ8Ϳ. �part froŵ Đoŵpanies, 
the added ǀalue of netǁork building helps Đities, 
indiǀiduals, entities in the eligible area ;Strihan, 
2008Ϳ. dhe ĐrossͲborder ĐharaĐter of the proũeĐts 
ǁithin the C�C prograŵ iŵplies a positiǀe iŵpaĐt on 
both sides of the border and the sustainability of the 
aĐhieǀed proũeĐt results. C�C prograŵs in general 
aiŵs to foster Đooperation aŵong regions and to 
reduĐe ineƋualities in their deǀelopŵent through 
strengthening the ĐrossͲborder Đooperation and 
Ƌuality of life in border regions. 

CalĐulated eīeĐts of preͲaĐĐession instruŵents 
inĐlude shortͲterŵ eīeĐts, ǀisible during the 
iŵpleŵentation of the proũeĐts, and longͲterŵ 
eīeĐts ŵanifested ǁhen funding is aīeĐting to 

strengthen produĐtion ĐapaĐities of eĐonoŵy 
;<andǎiũa and doŵlũanoǀiđ, 201ϰ, p. 2ϯϵͿ. tith 
regard to researĐhed IW� I C�C proũeĐts, shortͲterŵ 
eīeĐts relate to the suĐĐesfull iŵpleŵentation 
of the proũeĐts and their outĐoŵe, ǁhile longͲ
terŵ eīeĐts relate to iŵpaĐt and sustainability 
of proũeĐts͛ results at ĐrossͲborder leǀel. then it 
Đoŵes to the result Đhain, froŵ inputs to iŵpaĐts, 
K�C� has deǀeloped set of deĮnitions in 2002, 
'lossary of <ey derŵs in �ǀaluation and Results 
�ased Manageŵent, ;ǁebpageͿ. dhey ŵay diīer 
in use. KnĐe organiǌation, Đoŵpany or institution 
adũust terŵinology to their result Đhain needs, they 
should be consistent at all levels..

It is iŵportant to deterŵine IW� C�C prograŵ and 
proũeĐts iŵpaĐt on Đreating a faǀorable business 
enǀironŵent for SM�s and their Đoŵpetitiǀeness 
in the eligible area. �oth IW� I ;200ϵ͖ p. 1ϰ, 
ǁebpageͿ and IW� II ;201ϰ, �nneǆ 2, p.12, ǁebpageͿ 
prograŵ doĐuŵents eŵphasiǌe that there is ,the 
underperforming economy of the entire program 
territory., In the saŵe doĐuŵents, SM�s are 
identiĮed as ,a major pillar of both governments’ 
policies but with no significant contribution to the 
overall economy and offer very limited employment 
opportunities,.
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In the doĐuŵent ,,�osnia and ,erǌegoǀina report 
201ϲ, CoŵŵuniĐation on �h �nlargeŵent WoliĐy,, it 
is identiĮed that ,Bosnia and Herzegovina remains 
at an early stage in the area of policy on industry 
and SMEs. Some progress was made in this field. 
The institutional set-up for SME development 
and SME policy coordination remains weak and 
fragmented across state and entity levels or below, 
;�uropean Coŵŵission, 201ϲ, p.ϱ2Ϳ. then it 
Đoŵes to Serbia, in the doĐuŵent ,,Serbia Report 
201ϲ, CoŵŵuniĐation on �h �nlargeŵent WoliĐy,, 
it is concluded that , some progress was made 
concerning support to SMEs and entrepreneurship 
but SMEs face a number of challenges, including an 
unpredictable business environment, a high level of 
para-fiscal charges, and difficult and costly access 
to finance,; �uropean Coŵŵission, 201ϲ, p.ϱͿ. dhe 
reǀised doĐuŵent IW� C�C 2007Ͳ201ϯ, SerbiaͲ�osnia 
and Herzegovina, states that ,The proposed strategy, 
therefore, will be centered on building networks and 
synergies for stimulating economic development, by 
focusing on creating favorable conditions for SME 
development in the eligible area, ;200ϵ, p.18Ϳ. 

�lthough IW� C�C prograŵ does not solǀe the 
eĐonoŵiĐ probleŵs, it helps Đreating positiǀe 
enǀironŵent for further aĐtions. then it Đoŵes 
to ŵeasuring the iŵpaĐt and eīeĐts of the C�C 
prograŵs, there are Đertain Đonditions to be fulĮlled. 
dhey relate to the statistiĐs of C�C beneĮĐiary 
Đountries, type of prograŵ iŵpleŵentation, 
appropriate and aǀailable prograŵͬproũeĐts 
databases͖ interǀention logiĐ. It is also neĐessary 
to haǀe analytiĐal Đapabilities to deal ǁith suĐh 
Đoŵpleǆ issue ;JaganũaĐ, �uriĐ, 201ϰ, p. 1ϯͲ1ϱϱͿ. 
dhe ŵethodology and ŵethods should be uniforŵ 
for all of the beneĮĐiary Đountries so that results are 
Đoŵparable on the leǀel of all C�C prograŵs. �ll of 
the proposals and identiĮed ǁeaknesses of proũeĐtͬ
prograŵ ŵanageŵent and support tools relate to 
struĐtural Đapital ;infrastruĐtureͿ.

2. Methodology

&or testing the hypotesis ,successful implementation 
of the projects does not ensure sustainability of the 
achieved results at cross border level, priŵary and 
seĐondary researĐh haǀe been ĐonduĐted. dhe aiŵ 
of seĐondary researĐh ǁas to deterŵine ǁhether 
there is a possibility to ŵeasure the iŵpaĐt of the 
prograŵŵeͬproũeĐts and does prograŵŵeͬproũeĐt 
ŵanageŵent ĐyĐle ensure sustainability of aĐhieǀed 
results.  Wriŵary researĐh ǁas ĐonduĐted for testing 
the aƫtudes of appliĐants and beneĮĐiaries of 
tǁo proũeĐts͗ Safe food region and �eekeeping, in 
order to identify ǁhether the iŵpleŵentation of 
the projects was successful and achieved results are 
sustainable at cross border level. 

dhe researĐh ǁas initially ĐonduĐted froŵ �ugust 
201ϲ to ŵid January 2017. dhe data froŵ the 
&inal �ǀaluation Report ;2017, ǁebpageͿ ǁere 
subseƋuently inĐluded, and the surǀey ǁas 
Đoŵpleted in ŵidͲ�ugust 2017. ResearĐh liŵitations 
related to availability of data. It was not possible to 
ĐonduĐt priŵary researĐh for soŵe proũeĐts froŵ 
ŵeasure 1.2. sinĐe only the grant beneĮĐiaries 
Đan proǀide proũeĐt inforŵation and doĐuŵents. 
dhis restriĐtion is in line ǁith ĐontraĐt proǀisions 
on ownership, intellectual and property rights. 
dǁo proũeĐts present sŵall saŵple for geƫng 
statistiĐally signiĮĐant inforŵation at SerbiaͲ�osina 
and ,eǌegoǀina prograŵŵe leǀel. Wriŵary researĐh 
liŵitation is also ŵentioned in &inal �ǀaluation 
report ;2017, ǁebpage, p. 2ϯͿ ǁhiĐh Đoǀers eleǀen 
C�C prograŵŵes ,“Given the resources for this 
evaluation, it was only possible to visit 19 out of 
333 projects funded under CBC 2007-2013. While 
these visits provided worthwhile examples of results 
reached by projects, the size of the sample is too 
modest to yield statistically significant information 
at programme level, let alone for the entire cross-
border cooperation in the Western Balkans“, and 
;2017, ǁebpage, p. 7Ϳ ,,This would have required a 
much larger sample of projects. However, it was not 
in the scope of this evaluation to conduct such an 
in-depth statistical evaluation.“ 

SinĐe the Đase studies in this paper are used as 
test saŵples, they illustrate and ĐonĮrŵ Įndings 
froŵ seĐondary researĐh and initiate proposals 
ǁith regards to intelleĐtual property͖ aĐtiǀities for 
sustainability of proũeĐt results ;�SoWRͿ, ǀalidation 
of sustainability ;VoSͿ and deǀelopŵent of C�C 
knoǁledge plaƞorŵ. 

3. Findings and discussion

In order to deterŵine ǁhether there is a possibility 
to ŵeasure the iŵpaĐt of the prograŵŵeͬproũeĐts 
and does prograŵŵeͬproũeĐt ŵanageŵent 
cycle ensure sustainability of achieved results, 
there is a need to analyse folloǁing͗ the statistiĐs 
of C�C beneĮĐiary Đountries, type of prograŵ 
iŵpleŵentation, appropriate and aǀailable 
prograŵͬproũeĐts databases͖ interǀention logiĐ. &or 
identifying the sustainability of the aĐhieǀed results 
at the ĐrossͲborder leǀel, a priŵary surǀey ǁas 
carried out involving two projects.

3.1.1. Statistics of CBC beneficiary countries and 
type of programme implementation 

According to European Neighbourhood Policy And 
�nlargeŵent Negotiations Report froŵ the zear 
2016, not any of countries with the status of the 
potential Đandidate or Đandidate to �h haǀe fully 
adeƋuate statistiĐal systeŵ, so that Đan ŵeasure C�C 
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iŵpaĐt independently. StatistiĐs in Serbia is deĮned 
as ŵoderately prepared. tith regard to struĐtural 
business statistiĐs, data coverage is not yet in line 
with the EU acquis, as a number of data are not 
collected. Serbia should improve macroeconomic 
statistics in line with the European System of 
Accounts (ESA) 2010 ;�uropean Coŵŵission, 201ϲ, 
p. ϰϵͲϱ0Ϳ.  StatistiĐs in �osnia and ,erǌegoǀina 
reŵain at an early stage for ŵany seĐtors and ǁhile 
soŵe business statistiĐs are produĐed in line ǁith 
the �h aĐƋuis, further deǀelopŵent of this area 
is reƋuired. �osnia and ,erǌegoǀina has yet to 
proǀide per Đapita '�W Įgures harŵonised at the 
NhdS II leǀel, in line ǁith S�� proǀisions. On macro-
economic statistics, there is limited progress in 
applying ESA 2010 in national accounts (European 
Coŵŵission, 201ϲ,  p. ϲϲͿ. 

IW� C�C prograŵŵes Đan be iŵpleŵented in tǁo 
ǁays͗ by Đentraliǌed ;direĐtͿ ŵanageŵent, ǁhere 
�elegation of �uropean hnion is ĐontraĐting authority 
and by deĐentraliǌed ;indireĐtͿ ŵanageŵent, 
ǁhere Ministry of &inanĐe ;beneĮĐiary ĐountryͿ is 
ĐontraĐting authority. Kne of the three faĐtors for 
ŵeasuring absorption ĐapaĐity of the Đountry is 
ŵaĐroeĐonoŵiĐ absorption ĐapaĐity representing 
the total aŵount of �h fund alloĐated to a state, 
presented as the percentage of GDP of that state. 
IW� C�C prograŵŵe SerbiaͲ�osnia and ,erǌegoǀina 
2007Ͳ201ϯ ǁas iŵpleŵented under Đentraliǌed 
ŵanageŵent in both Đountries. In the Đase of 
Đentraliǌed ŵanageŵent, the Đontribution of �h 
funds to '�W is diĸĐult to ŵeasure, sinĐe a large 
nuŵber of grants do not go through the treasury ;J. 
JaganũaĐ, 201ϰͿ. &inal eǀaluation report eŵphasises 
;2017, ǁebpage, p. ϲ1Ϳ ,,We recommend that 
national authorities (operating structures with the 
statistical office) strengthen the availability and 
quality of local and regional statistics, alongside 
their analytical capacities,,. 
 

Kne Đannot eǆpeĐt that IW� C�C beneĮĐiary 
Đountries ǁill deǀelop their statistiĐs siŵultaneously. 
�eǀelopŵent of ũoint C�C knoǁledge plaƞorŵ 
ǁould be useful and operational for all C�C 
beneĮĐiary Đountries, taking in Đonsideration both 
tangible and intangible iŵpaĐt faĐtors. <noǁledge 
plaƞorŵ ǁould help C�C beneĮĐiary Đountries 
to ŵeasure eīeĐts on the ŵaĐro leǀel and to use 
data for Đoŵŵon ĐrossͲborder strategies. Joint C�C 
knoǁledge plaƞorŵ Đan be a sourĐe for Đreating 
a ǀalueͲadded ŵodel ŵeasuring the longͲterŵ 
iŵpaĐt of the entire funding through C�C prograŵs. 
� hierarĐhiĐal ŵodel ǁould enable ŵeasureŵents 
of the iŵpaĐt at proũeĐts and prograŵs leǀel. 
<noǁledge plaƞorŵ ǁould oǀerĐoŵe laĐk of 
prograŵͬproũeĐt databases as ǁell.

3.1.2. Intervention logic and databases 

&inal eǀaluation report of IW� 2007Ͳ201ϯ ;2017, p.ϱ, 
ǁebpageͿ stated that , It is not feasible to measure 
rigorously the combined program outcomes and 
impact in the absence of effective monitoring and 
reporting systems,. dhe saŵe report ;p.7, ǁebpageͿ 
highlights, it is near impossible for evaluators to 
measure with any accuracy the performance of 
individual programs and the cumulated results 
across the entire CBC. This is even more so given that 
very few program/country-level evaluations seem 
to have been carried out over the period.  It proved 
impossible to obtain a single list of contracted/
disbursed amounts from CRIS for all projects 
funded under the eleven CBC programs and ;p. ϯϵͿ 
,,Results of calls for proposals and related statistics 
are not published immediately. There is hardly any 
information about strategic projects on program 
websites.” 

Wrior to the aǀailability of &inal �ǀaluation Report, 
issued online in &ebruary 2017 author faĐed the saŵe 
liŵitations, ǁhile ĐonduĐting researĐh. �etailed 
proũeĐt data ǁas not aǀailable on prograŵ ǁebsites. 
Availability of data depended on the readiness 
of appliĐants to share proũeĐt doĐuŵents and 
beneĮĐiaries ĐontaĐts for priŵary researĐh purposes. 
dhe researĐh ǁas initially ĐonduĐted in aĐĐordanĐe 
ǁith C�I� Đall for researĐh papers ;201ϲ, ǁebpageͿ 
and sent in January 2017 to C�I�. �espite researĐh 
liŵitations, ĐonĐlusions and suggestions ǁere ŵade 
on the basis of aǀailable data and a sŵall statistiĐal 
saŵple. In order to obtain representatiǀeness of 
the researĐh, Įndings of &inal eǀaluation report 
are used to ǀerify or reũeĐt initial Įndings of this 
paper. � database is ĐruĐial for eīeĐtiǀe eǀaluations 
and researĐhes related to C�C prograŵsͬproũeĐts, 
espeĐially for ŵeasuring the iŵpaĐt through Đase 
studies only. dhe laĐk of inforŵation ŵanageŵent 
of C�C proũeĐts and prograŵs IW� 2007Ͳ201ϯ, as 
ǁell as the laĐk of ŵonitoring and eǀaluation during 
and aŌer the iŵpleŵentation of proũeĐtsͬprograŵs 
is eǀident through the faĐt that the Įrst ǀersion of 
the &inal �ǀaluation Report ǁas tǁiĐe reũeĐted due 
to gaps in desk and Įeld phases͛ outputs and laĐk of 
suĸĐiently reliable data ;2017, ǁebpage, p.7Ϳ.  
dhe IW� Cross �order Wrograŵ 2007Ͳ201ϯ C�C 
SerbiaͲ�osnia and ,erǌegoǀina prograŵ ;201ϲ, 
p.ϯ0, ǁebpageͿ introduĐed ͞light͟ iŵpaĐt 
indiĐators, in addition to the reƋuired output and 
results indicators. ,, In line with the “proportionality 
principle”, indicators measure “perceived benefits” 
of various groups of beneficiaries (in the form of 
case studies, through surveys), rather than measure 
standard economic indicators,  �eĮned iŵpaĐt of 
IW� C�C 2017Ͳ201ϯ SerbiaͲ�osnia and ,erǌegoǀina 
prograŵ is ,, Improved business relations and 
economic activity for participating firms,, (2016, 
p.ϯ0, ǁebpageͿ. In order to identify leǀel of 
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aĐhieǀed iŵpaĐt, suĸĐient data is a preĐondition. 
InsuĸĐient database of C�C proũeĐts and prograŵs 
for ŵonitoring, eǀaluation and researĐh, as ǁell as 
insuĸĐiently deǀeloped statistiĐs of C�C prograŵ 
beneĮĐiaries are obstaĐles for further ŵonitoring 
and eǀaluations of results, regardless of the faĐt that 
interǀention logiĐ and prograŵ ŵanageŵent Đan be 
iŵproǀed. Creating online C�C knoǁledge plaƞorŵ 
ǁith aĐĐess to data for priŵary and seĐondary 
researĐh ǁould be of ǁider soĐial iŵportanĐe. 

&or all types of ŵeasureŵents, there is a need to 
diīerentiate the outĐoŵe ;short and interŵediate 
eīeĐtsͿ froŵ iŵpaĐt ;longͲterŵ eīeĐtsͿ. 
Interǀention logiĐ of IW� 2007Ͳ201ϯ C�C Wrograŵ, 
Serbia and �osnia and ,erǌegoǀina deĮnes 
folloǁing ;200ϵ͖ p. ϯ0, ǁebpageͿ͗ Inputs (financial 
and human resources; Activities (programming, 
implementation); Output (cross-border networks 
established in target sectors); Result (networks are 
active and function effectively); Impact (improved 
business relations and activity for participating 
firms).
ShortͲterŵ eīeĐts relate to output leǀel, 
interŵediate eīeĐts relate to results and iŵpaĐt 
relate to longͲterŵ eīeĐts. dhe ĐritiĐal point of 

sustainability of proũeĐts͛ result Đhain is the shiŌ 
froŵ the results to the iŵpaĐt. Inǀolǀing aĐtiǀities 
for sustainability of proũeĐt results ;�SoWRͿ and 
ǀalidations of sustainability ;VoSͿ in proũeĐtsͬ
prograŵs design stage ǁould enable a suĐĐessful 
shiŌ froŵ results to iŵpaĐt. dhese steps should be 
undertaken aŌer iŵpleŵentation of the proũeĐts. 
Interiŵ eǀaluations ǁere reƋuired under IW� I 
regulations, but ŵostly not undertaken. dhe issue of 
obligations and interests to ŵonitor progress aŌer 
the iŵpleŵentation of proũeĐts Đan be regulated 
accordingly. Upscaling this step in result chain would 
be of beneĮt to both partnersͬ beneĮĐiaries and to 
ĮnanĐiers. 

dhe iŵpaĐt Đan be ŵeasured through Đhanges 
in soĐioͲeĐonoŵiĐ indiĐators͖ priŵary surǀeys͖ 
or Đhanges in the leǀel of intelleĐtual Đapital. &or 
identiĮĐation of the iŵproǀed eĐonoŵiĐ aĐtiǀity, 
it is needed to folloǁ perforŵanĐe indiĐators of 
the Đoŵpanies, ǁithin Đertain period of tiŵe. till 
the prograŵsͬproũeĐts be eǀaluated at full sĐale, 
inĐluding the ŵaĐro indiĐators of soĐioͲeĐonoŵiĐ 
deǀelopŵent, depends on ǁhat leǀel of iŵpaĐt is 
expected. 

Figure 1. �ǀaluation of WroũeĐtͬWrograŵ Iŵpleŵentation and Sustainability
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� Đost beneĮt analysis Đan deŵonstrate the ĐostͲ
eīeĐtiǀeness of the inǀestŵent in the deǀelopŵent 
of the C�C knoǁledge plaƞorŵ. Considering the 
siǌe of total inǀestŵents in C�C prograŵs 2007Ͳ
201ϯ ;2017, ǁebpage, p.ϲͿ Φ 100,0ϱϯ,000 and the 
probleŵs in deterŵining their oǀerall eĸĐienĐy, 
the plaƞorŵ ǁould be proĮtable in the long run. If 
there is no sustainability of the results of projects 
ͬ prograŵs in the long run, then inǀesting in ĐrossͲ
border proũeĐts is proĮtable only in the short and 
ŵediuŵ terŵ and at the output leǀel. “As they were 
designed, CBC projects funded under IPA 2007-2013 
delivered cross-border benefits at output levels but 
rarely at impact level,” (2017, webpage, p. 28). 
dhe readiness of all partiĐipants and beneĮĐiaries 
of the proũeĐtsͬprograŵs to share knoǁledge and 
proǀide inforŵation for iŵpaĐt identiĮĐation Đan 
be regulated forŵally. hsing all the adǀantages of 
Id teĐhnology, ũoint C�C knoǁledge plaƞorŵ ǁould 
be of great beneĮt for ŵultiple users. dhe leǀel of 
authoriǌation for data entry and the use of data and 
reports Đan be deĮned aĐĐordingly. 
The analysis of secondary data showed that cross-
border Đooperation of SM�s, as ǁell as other forŵs 
of Đooperation, Đan be iŵproǀed through the 
upsĐale of proũeĐt ŵanageŵent. �ǀaluation and 
reporting of suĐĐessfully iŵpleŵented proũeĐts go 
only up to the third level of the value chain. There 
is no ŵonitoring or eǀaluation of results and iŵpaĐt 
aŌer proũeĐt iŵpleŵentation. �lthough ŵost of the 
proũeĐts foresee a Đontinuation of aĐtiǀities, there 
is no eīeĐtiǀe ŵonitoring ŵeĐhanisŵ betǁeen 
proũeĐt appliĐants, until the leǀel of iŵpaĐt and 
self-sustainability is reached. The biggest obstacle 
for eǀaluating interǀention logiĐ phases is data. 
�ata on prograŵs ǁebsite proǀide only general 
inforŵation and there is no Đoŵŵon database. 
&or testing aƫtudes of partnersͬappliĐants and 
target groups, data availability depends on the 
readiness of applicants to share info and contacts. 
IW� 2007Ͳ201ϯ SerbiaͲ�osnia ,erǌegoǀina prograŵ 
ŵeasure iŵpaĐts only through Đase studies.  

In order to aĐhieǀe iŵpaĐt and sustainability of 
results, there is a need to deĮne �SoWR and ŵonitor 
theŵ through VoS͖ to deǀelop C�C knoǁledge 
plaƞorŵ and to redeĮne intelleĐtual property oǀer 
proũeĐt doĐuŵents. dhese are preĐonditions froŵ 
proũeĐtͬprograŵ ŵanageŵent point of ǀieǁ, ǁhile 
other preĐonditions are not part of this researĐh. 

3.1.3. Sustainability of achieved results at cross-
border level

dhe priŵary researĐh of proũeĐts Safe food region 
and �eekeeping, taken as a Đase studies, is testing͗ 
aͿ aƫtudes of target groups bͿ Đoŵparison of the 
aƫtudes aŵong diīerent target groups ǁithin the 
proũeĐts, as ǁell as ĐͿ the Đoŵparison of respondents 
aƫtudes betǁeen  both proũeĐts in terŵs of the 
aĐhieǀed results and iŵportanĐe of the proũeĐt 
aĐtiǀities. dhe researĐh ǁas Đarried out tǁo years 
aŌer the iŵpleŵentation of the proũeĐts. �ll of the 
respondents stated that they have not previously 
partiĐipated in any researĐh related to iŵpleŵented 
projects.

3.1.3.1. Project Safe food region-attitudes of 
applicants and target group

WroũeĐt appliĐants are Regional Chaŵber of 
CoŵŵerĐe Valũeǀo, Serbia and Regional Chaŵber 
of CoŵŵerĐe, �iũelũina, �osnia and ,erǌegoǀina. 
darget groups are SM�s partiĐipating in the proũeĐt. 
� statistiĐal saŵple of the tǁo appliĐants is too sŵall 
to proĐess in a statistiĐal prograŵ and to present as 
the independent result. The average value of their 
response is Đoŵpared ǁith the aƫtudes of target 
group SM�s of Safe food region and ǁith aƫtudes 
of applicants/ partners of Beekeeping project. 
Most of SM�s Đoŵpanies haǀe up to ϱ0 eŵployees 
;Đuŵulatiǀe ϱ8.ϯйͿ and are in business oǀer ten 
years ;80.8йͿ. 

dable 1͗ IŵportanĐe of proũeĐt aĐtiǀities for strengthening the Đoŵpetitiǀeness of Đoŵpanies ;target groupͿ

Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

Training for consumers organizations 20 1.00 5.00 4.3500 .98809
Training for HORECA sector 20 1.00 5.00 4.2500 .96655
Training  for  food  processors 19 1.00 5.00 4.5263 1.02026
Training for export oriented food companies 18 1.00 5.00 4.2778 1.01782
Training for food retailers 14 1.00 5.00 4.0000 1.03775
Visit to Food Safety agency in Mostar 20 4.00 5.00 4.7500 .44426
Visit to food safety good practices in Serbia 16 4.00 5.00 4.8125 .40311
Food safety guide creation 26 3.00 5.00 4.6923 .54913
Importance of all activities undertaken during project 
implementation 22 3.00 5.00 4.4545 .73855
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Respondents indiĐated that the three ŵost iŵportant aĐtiǀities for the enhanĐeŵent of Đoŵpetitiǀeness are͗ 
study ǀisit to &ood safety good praĐtiĐe in Serbia has the highest aǀerage ŵean of ϰ.812 and an  aĐĐeptable 
deǀiation froŵ the ŵean ;.ϰ0ϯ11Ϳ͖ Study ǀisit to &ood safety agenĐy in Mostar has aǀerage ŵean of ϰ.7ϱ 
and aĐĐeptable deǀiation froŵ the ŵean ;.ϰϰϰ2ϲͿ͖ Creating &ood safety guide has aǀerage ŵean of ϰ.ϲϵ and 
aĐĐeptable deǀiation froŵ the ŵean ;.ϱϰϵ1ϯͿ. �ǀerage ǀalue for other proũeĐt aĐtiǀities is high. �eǀiation 
froŵ the ŵean is loǁ, negligible and aĐĐeptable.

dhere is no signiĮĐant statistiĐal diīerenĐe betǁeen the aƫtudes of tǁo diīerent groups of respondents, 
beĐause of pх 0.0ϱ. dhe test did not reaĐt to the identiĐal responses for the aĐtiǀities͗ draining for Đonsuŵers͖ 
draining for the ,KR�C� seĐtor͖ Study ǀisit &ood safety agenĐy in Mostar͖ Study ǀisit to &ood safety good 
praĐtiĐe in Serbia.

dable 2͗ IŵportanĐe of proũeĐt aĐtiǀities for strengthening the Đoŵpetitiǀeness of Đoŵpanies ;Đoŵparison of 
results betǁeen appliĐants and target groupͿ

dable ϯ͗ Results aĐhieǀed by proũeĐt aĐtiǀities ;target groupͿ

Paired Samples Test

Paired Differences
t df Sig. 

(2-tailed)Mean
Applicants/Target group: Training  for  food  
processors 1.00000 1.000 1 .500

Applicants/Target group: Training for export 
oriented food companies 1.50000 3.000 1 .205

Applicants/Target group: Training for food 
retailers 1.50000 3.000 1 .205

Applicants/Target group: Food safety guide 
creation .50000 1.000 1 .500

Applicants/Target group: Importance of all 
activities undertaken during project 
implementation

1.00000 1.000 1 .500

Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

Implementation of  practical 
knowledge throughout whole food 
chain in cross border region

20 3.00 5.00 4.4000 .68056

Direct implementation of food safety 
principles in Serbian and Bosnian 
SME’s

20 3.00 5.00 4.2000 .83351

Strengthening Consumer Protection 
in Serbia, Bosnia and Herzegovina 
and the EU

21 3.00 5.00 4.0476 .86465

Exchange and application of best 
practices in the field of food safety 
among cross-border food 
participants

23 3.00 5.00 4.3043 .76484
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dhere is no signiĮĐant statistiĐal diīerenĐe betǁeen aƫtudes of tǁo independent groups regarding the 
Ƌuestionnaire, beĐause of pх 0.0ϱ.

dable ϰ͗ Results aĐhieǀed by proũeĐt aĐtiǀities ;Đoŵparison of results betǁeen appliĐants and target groupͿ

dable ϱ͗ InĐreased ĐrossͲborder Đooperation and business netǁorking ;target groupͿ

Paired Samples Test

Paired 
Differences t df Sig.

(2-tailed)Mean
Applicants/Target group: Implementation of  practical 
knowledge throughout whole food chain in cross border 
region

1.00000 1.000 1 .500

Applicants/Target group: Direct implementation of food 
safety principles in Serbian and Bosnian SME .50000 1.000 1 .500

Applicants/Target group: Strengthening Consumer 
Protection in Serbia, Bosnia and Herzegovina and the 
EU

.50000 1.000 1 .500

Applicants/Target group: Exchange and application of 
best practices in the field of food safety among cross-
border food participants

.50000 1.000 1 .500

Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

To what extent you have increased cross-border 
cooperation and business in general 19 1.00 5.00 3.3158 1.45498

Valid N (list wise) 19

dhe aǀerage ŵean of this Ƌuestion is ϯ,ϯ18, ǁith a 
deǀiation of 1.ϰϱϰϵ8. Standard deǀiation shoǁs that 
the deǀiations froŵ the ŵean are Ƌuite high. dhat 
indiĐates a signiĮĐant diīerenĐe in the responses 
betǁeen respondents. dhe range froŵ the ŵiniŵuŵ 
1 to ŵaǆiŵuŵ ϱ ŵeans there is a ǁide dispersion of 
responses to this stateŵent. 

Project applicants have responded to the following 
Ƌuestion͗, If you belieǀe that the results of the 
proũeĐt deĐreased in the period froŵ the year 201ϰ 
to the year 201ϲ, please list soŵe of the reasons,. 
Regional Chaŵber of CoŵŵerĐe froŵ Valũeǀo 
Đited folloǁing reasons͗ laĐk of funding needed to 
ŵaintain the aĐhieǀed results͖ laĐk of inĐentiǀes 
for these prograŵs͖ iŵpossibility of applying to the 
calls for projects of this type within the IPA projects. 
dhe Chaŵber proposed further deǀelopŵent of 
food safety systeŵs and standards under ĮnanĐial, 
Đonsulting and other support froŵ appropriate 
institutions. Regional Chaŵber of CoŵŵerĐe 
�iũelũina stated that the results are the saŵe leǀel 
as they ǁere aŌer the realiǌation of the proũeĐt, at 
loĐal leǀel. �Ōer Đoŵpletion of this ĐrossͲborder 
proũeĐt, the Chaŵber of �iũelũina iŵpleŵented 
the proũeĐt of Safe &ood Region at the loĐal leǀel. 
dhe WroũeĐt is ĐoͲfunded by the hS�I�, SI�� 'old 
WroũeĐt.  Considering �SoWR aĐtiǀities, ĐonĐlusions 
are͗ business Đooperation aŵong target group SM� s͛ 
is not signiĮĐantly inĐreased͖ Đooperation aŵong 

Chaŵbers through ũoint proũeĐts is not Đontinued 
aŌer proũeĐt Đoŵpletion͖ food safety eduĐation is 
Đontinued loĐally͖ SM�s business netǁorking is not 
signiĮĐantly inĐreased. �oth appliĐants and target 
groups are satisĮed ǁith the proũeĐt aĐtiǀities and 
aĐhieǀed results during iŵpleŵentation of the 
project. On the other side, they stated that there 
are no signiĮĐant further ĐrossͲborder Đooperation 
aĐtiǀities aŌer proũeĐt iŵpleŵentation.  

3.1.3.2. Project Beekeeping-attitudes of applicants, 
partners and target group

Project applicants are Municipality of Gorazde, 
�osna and ,erǌegoǀina and �ssoĐiation of 
beekeepers Wriũepolũe, Serbia. Wartners of appliĐant 
one are �eekeepers �ssoĐiation ͞�ehar͟ and &ruit 
'roǁers �ssoĐiation ͞�rina .͟ Wartners of appliĐant 
tǁo are MuniĐipality of Wriũepolũe and �ssoĐiation 
of &ruit ͞'olden Raspberry .͟ darget groups are 
ŵeŵbers of assoĐiations of beekeepers and fruit 
produĐers. Considering the Đontribution of the 
proũeĐt to the iŵproǀeŵent of Đonditions for 
beekeeping deǀelopŵent, the aǀerage ŵean of the 
response of target groups ǁas ϰ.ϱ, ǁith a ŵiniŵuŵ 
deǀiation around the ŵean. �ssessŵent of the 
Đontribution of proũeĐt aĐtiǀities for iŵproǀing 
Đonditions for the deǀelopŵent of beekeeping 
deriǀes froŵ iŵpleŵented aĐtiǀities.
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dable ϲ͗ dhe iŵportanĐe of the proũeĐt aĐtiǀities for your business and for sustainability of proũeĐt results 
;target groupsͿ

dable 7͗ dhe iŵportanĐe of the proũeĐt aĐtiǀities for target groups͛ business and for sustainability of proũeĐt 
results ;appliĐantsͬpartnersͿ

 
Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

Trainings for beekeepers and fruit growers 12 4.00 5.00 4.7500 .45227
Visits to learn about best practices 12 4.00 5.00 4.9167 .28868
Establishing joint cross-border committee on beekeeping 12 2.00 5.00 4.3333 1.07309
Procurement of equipment for beekeeping 12 3.00 5.00 4.5000 .79772
Introducing bee production to preschool children 12 3.00 5.00 4.0833 .90034
Organization of the 2 tribunes in Prijepolje and Goražde 12 4.00 5.00 4.7500 .45227
Participation in beekeeping fairs 12 4.00 5.00 4.8333 .38925
The importance of all the activities implemented during 
the project 12 4.00 5.00 4.6667 .49237

Valid N (list wise) 12

In general, respondents Đonsidered iŵportant all the aĐtiǀities ĐonduĐted during the iŵpleŵentation of the 
proũeĐt. �s ǁith the preǀious proũeĐt, the target groups gaǀe the highest iŵportanĐe to best praĐtiĐe ǀisits. 

Respondents consider the transfer of knowledge through trainings for beekeepers and fruit growers as highly 
iŵportant for the sustainability. dhe aǀerage ŵean for establishing a ũoint ĐrossͲborder ĐoŵŵiƩee 
on beekeeping is ϯ.ϱ ǁith signiĮĐant deǀiation of the ŵean. dhat shoǁs that there are diīerenĐes in responses.

 dhe purpose of the CoŵŵiƩee is to Đontinue ĐrossͲborder aĐtiǀities through �SoWR ;ũoint proũeĐts, 
seŵinars, fairs, netǁorkingͿ and to ŵaintain and deǀelop established netǁorks. dhe aƫtudes of the 
respondents therefore indiĐate that there are deǀiations froŵ planned aĐtiǀities. �ppliĐantsͬpartners 
proposed aĐtiǀities for further deǀelopŵent of ĐrossͲborder Đooperation͗ organiǌing ŵeetings of the �order 
CoŵŵiƩee tǁiĐe a year͖ ǀisits to learn about best praĐtiĐe͖ ŵarket researĐh͖ to align the obũeĐtiǀes of the 
publiĐ Đalls to the needs of the population in the ĐrossͲborder area͖ to haǀe ŵore freƋuent ĐontaĐts in order 
apply for neǁ proũeĐts that ǁill Đontinue ũoint aĐtiǀities͖ the CoŵŵiƩee to organiǌe ǀisits to Đoŵpanies and 
N'K s͛ dealing ǁith the saŵe or siŵilar aĐtiǀities͖ to iŵpleŵent ũoint proũeĐts and enhanĐe Đoŵpetitiǀeness 
of produĐts through the introduĐtion of �h standards and produĐt branding. 

Descriptive Statistics

N Min Max Mean Std.
Deviation

Trainings for beekeepers and fruit growers 5 4.00 5.00 4.8000 .44721
Visits to learn about best practices 6 4.00 5.00 4.3333 .51640
Establishing joint cross-border committee 
on beekeeping 6 2.00 5.00 3.5000 1.22474

Procurement of equipment for beekeeping 6 4.00 5.00 4.8333 .40825
Introducing bee production to preschool 
children 6 4.00 5.00 4.8333 .40825

Organization of the 2 tribunes in Prijepolje 
and Goražde 6 4.00 5.00 4.5000 .54772

Participation in beekeeping fairs 6 3.00 5.00 4.1667 .98319
The importance of all the activities 
implemented during the project 6 4.00 5.00 4.5000 .54772

Valid N (list wise) 5
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dable 8͗ dhe leǀel of results aĐhieǀed through proũeĐt aĐtiǀities ;target groupͿ

dable ϵ͗ dhe leǀel of results aĐhieǀed through proũeĐt aĐtiǀities ;appliĐantsͬpartnersͿ

dable 10͗ dhe leǀel of results aĐhieǀed through proũeĐt aĐtiǀities ;Coŵparison betǁeen target groups and 
appliĐantsͬpartnersͿ

�nalyǌing the set of subͲƋuestions betǁeen the tǁo Ƌuestionnaires, one Đan ĐonĐlude that there is no 
signiĮĐant statistiĐal diīerenĐe. dhe tested saŵples froŵ tǁo groups are siŵilar beĐause of pх 0.0ϱ.

dhe standard deǀiation of all stateŵents does not eǆĐeed the aĐĐeptable liŵit, and as suĐh has no negatiǀe 
iŵpaĐt on the results of researĐh. Coŵparing to the iŵportanĐe of the proũeĐt aĐtiǀities listed in dable ϲ, the 
leǀel of aĐhieǀed results is soŵeǁhat loǁer. dhis indiĐates a slight diīerenĐe betǁeen the perĐeiǀed and 
achieved value for the target group.

�ppliĐantsͬpartners are satisĮed ǁith oǀerall results aĐhieǀed through proũeĐt aĐtiǀities. dhey are less 
satisĮed ǁith the leǀel of iŵproǀed ŵanagerial ĐapaĐities of eǆisting beekeepers͖͛ Đoŵpetitiǀeness of bee 
produĐts and ŵarket aĐĐess. dhese three eleŵents are signiĮĐant for the sustainability of proũeĐt results 
and beekeeping deǀelopŵent. Managerial ĐapaĐities haǀe a great inŇuenĐe not only on produĐtion but also 
on ŵarketing and relational Đapital. 'ood produĐts Đan reŵain unknoǁn to ŵarket if aĐĐess is liŵited or if 
produĐt presentation is unĐonǀinĐing. 

Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

Improved managerial capacities of existing beekeepers’ 12 3.00 5.00 4.0000 .85280
Improved institutional and productive capacities of existing 
beekeepers 12 3.00 5.00 4.0833 .79296

Improved competitiveness of bee products and market 
access 9 3.00 5.00 4.0000 .70711

Overall results achieved through project activities 12 3.00 5.00 4.1667 .71774

Valid N (list wise) 9

Descriptive Statistics

N Minimum Maximum Mean
Std. 

Deviation
Improved managerial capacities of existing beekeepers’ 6 3.00 5.00 3.6667 1.03280
Improved institutional and productive capacities of existing 
beekeepers’ 6 4.00 5.00 4.5000 .54772
Improved competitiveness of bee products and market 
access 6 3.00 5.00 3.6667 1.03280

Overall results achieved through project activities 6 3.00 5.00 4.1667 .75277

Valid N (list wise) 6

Paired Samples Test
Paired 

Differences t df Sig. 
(2-tailed)Mean

Improved managerial capacities of existing beekeepers -.33333 -.542 5 .611
Improved institutional and productive capacities of existing 
beekeepers .50000 2.236 5 .076

Improved competitiveness of bee products and market access
Target groups: Improved competitiveness of bee products and 
market access

-.25000 -.397 3 .718

Overall results achieved through project activities .16667 .415 5 .695
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dable 11͗ dhe eǆpansion of business netǁorks and ĐrossͲborder Đooperation as a result of the proũeĐt  
                 ;target groupsͿ

dable 12͗ IŵportanĐe of all aĐtiǀities undertaken during proũeĐt iŵpleŵentation

dable 1ϯ͗ Kǀerall results aĐhieǀed through proũeĐt aĐtiǀities

dhere is no signiĮĐant statistiĐal diīerenĐe betǁeen the tǁo saŵples tested beĐause 0.ϱ00х 0.0ϱ.

Descriptive Statistics

N Minimum Maximum Mean Std. 
Deviation

To what extent you have increased cross-border cooperation 
and business networks as a result of this project. 12 3.00 5.00 3.8333 .95346

Valid N (list wise) 12

Respondents are slightly ŵore satisĮed ǁith 
achieved expansion of business networks and 
ĐrossͲborder Đooperation than it ǁas the target 
group of the proũeĐt Safe &ood Region. Standard 
deǀiation is 0.ϵϱϯϰϲ and is aĐĐeptable. Respondents 
state that the folloǁing aĐtiǀities Đontinued aŌer 
iŵpleŵentation of the proũeĐt͗ partiĐipation at 
loĐal beekeeping fairs͖ proĐureŵent of eƋuipŵent 
for beekeeping froŵ other prograŵs͖ training for 
beekeepers at loĐal leǀel. Most of the aĐtiǀities did 
not Đontinue at ĐrossͲborder leǀel.  

Considering �SoWR aĐtiǀities, CrossͲborder 
beekeeping CoŵŵiƩee did not initiate aĐtiǀities at 
ĐrossͲborder leǀel, beĐause͗ fairs and seŵinars are 
organiǌed only loĐally͖ there ǁere no ũoint proũeĐts 
and networking is not growing at cross-border level. 

�oth groups haǀe pointed out the iŵportanĐe of 
all proũeĐt aĐtiǀities and satisfaĐtion ǁith aĐhieǀed 
results, as the shortͲterŵ eīeĐt. In order to ensure 
the sustainability of achieved results, it is necessary 
to aĐtiǀate ũoint CrossͲ�order CoŵŵiƩee or inǀolǀe 
neǁ ŵeĐhanisŵ. 

3.1.3.3. Comparison of the attitudes of applicants 
from project Safe food region to applicants/
partners from project Beekeeping

dhere is no signiĮĐant diīerenĐe in aƫtudes 
between the applicants/partners of two projects 
regarding the iŵportanĐe of iŵpleŵented aĐtiǀities 
and overall results achieved through projects. 

Paired Samples Test

Paired Differences t df Sig. 
(2-tailed)Mean

Safe Food Region: Importance of all activities undertaken 
during project implementation
Beekeeping: Importance of all activities undertaken during 
project implementation

-.50000 -1.000 1 .500

Paired Samples Test

Paired Differences t df Sig. 
(2-tailed)Mean

Safe Food Region: Overall results achieved through project 
Beekeeping: Overall results achieved through project 
activities

-.33333 -1.483 11 .166
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dhere is no signiĮĐant statistiĐal diīerenĐe betǁeen 
the tǁo saŵples tested sinĐe the p с 0,1ϲϲ х 
0, 0ϱ. Most of the aĐtiǀities aŌer the proũeĐt 
iŵpleŵentation take plaĐe at the loĐal leǀel, ǁhile 
ĐrossͲborder Đooperation is in stagnation ǁhen it 
Đoŵes to �SoWR of these tǁo proũeĐts. 

�oth priŵary and seĐondary researĐh ĐonĮrŵed 
the hypothesis that suĐĐessful iŵpleŵentation of 
the projects does not guarantee the sustainability 
of the achieved results at cross-border level. The 
results of the priŵary researĐh are supported by 
Įndings froŵ the &inal �ǀaluation Report C�C 2007Ͳ
2013 as well. ,,A truly cross-border dimension was 
often missing at the design stage even for the most 
successful projects i.e. only a minority of projects 
resulted in intensified cross-border links and long-
term partnerships (2017, p. 28),,. In accordance 
ǁith the Įndings, a ŵodel of eǀaluation of WroũeĐt 
ͬ Iŵpleŵentation and Sustainability ;&igure 1Ϳ 
goes beyond design deĮĐienĐies in terŵs of �SoWR 
planning, their ǀalidation through VoS and the 
Đreation of a C�C knoǁledge plaƞorŵ. 

�s per interǀention logiĐ, shortͲterŵ eīeĐts are 
aĐhieǀed at the leǀel of prograŵ output. CrossͲ
border networks are established in target sectors. 
dhe result ;netǁorks are aĐtiǀe and funĐtion 
eīeĐtiǀelyͿ and iŵpaĐt ;iŵproǀed business relations 
and aĐtiǀity for partiĐipating ĮrŵsͿ are not aĐhieǀed 
at ĐrossͲborder leǀel. RestriĐtions on aĐĐess to 
inforŵation also ŵake it diĸĐult to eǀaluate and 
to researĐh proũeĐts. It is also neĐessary to redeĮne 
the issue of intelleĐtual property relating proũeĐt 
data in order to share knoǁledge and to iŵproǀe 
the sustainability of projects.

Conclusion 

ResearĐh based on aǀailable priŵary and 
seĐondary data shoǁed that iŵpleŵentation of 
C�C prograŵŵe ǁas suĐĐessful. �s for researĐhed 
proũeĐts, respondents͛ opinion is that the biggest 
beneĮts of proũeĐts are the aĐƋuisition of neǁ 
knowledge and study visits to learn about best 
praĐtiĐe. Sustainability of aĐhieǀed results and 
reaĐhing the iŵpaĐt on a ǁider Đoŵŵunity in 
the eligible area depend on the Đontinuation of 
aĐtiǀities at ĐrossͲborder leǀel. It is neĐessary to 
aĐtiǀate and folloǁ up deĮned ŵeĐhanisŵs by 
which the applicants and target groups are guided 
to ŵaintain and iŵproǀe the established positiǀe 
trends aŌer iŵpleŵentation of the proũeĐts ǁithin 
the prograŵŵe. Most of the aĐtiǀities resulted in 
the forŵation of a ũoint ĐoŵŵiƩee or other forŵs 
of assoĐiations ǁith the aiŵ to Đontinue established 
Đooperation. It is neĐessary to ŵonitor the 
iŵpleŵentation of planned ũoint aĐtiǀities ǁhiĐh 
ŵay haǀe a greater iŵpaĐt on the ǁider Đoŵŵunity.

do ŵonitor the oǀerall eīeĐts of C�C prograŵŵes 
in all beneĮĐiary Đountries and to ŵeasure a longͲ
terŵ iŵpaĐt, deǀelopŵent of a ũoint knoǁledge 
plaƞorŵ ǁould be of great beneĮt. Joint C�C 
knoǁledge plaƞorŵ ǁould eliŵinate restriĐtions 
regarding the identiĮĐation of iŵpaĐt through 
ŵaĐro indiĐators and aǀailability of inforŵation. dhe 
plaƞorŵ ǁould proǀide beƩer aĐĐess to inforŵation 
for priŵary researĐh and to oǀerĐoŵe shortĐoŵings 
in the statistiĐs of the beneĮĐiary Đountries. dhe 
sĐope and Đontent of the inforŵation ǁould 
depend on the obũeĐtiǀes of ŵonitoring iŵpaĐt 
and ĐostͲeīeĐtiǀeness of inǀesting in a plaƞorŵ. 
dhe plaƞorŵ Đould be useful for Đreation and 
iŵpleŵentation of loĐal and regional deǀelopŵent 
strategies. &or ŵonitoring the sustainability of 
results and analyǌing the suĐĐess of iŵpleŵentation 
of the prograŵŵe and its proũeĐts, by testing the 
beneĮĐiaries͛ eǆperienĐe, aǀailability of data is the 
Įrst preĐondition. �aĐh beneĮĐiary Đountry and 
ĮnanĐiers should haǀe the interest to ŵonitor the 
eīeĐts of realiǌed proũeĐts in order to deterŵine 
the degree of progression in partiĐular Įeld, as ǁell 
as the sustainability of the aĐtiǀities iŵpleŵented 
through the proũeĐts. CorreĐtiǀe ŵeasures Đan 
preǀent the situation that soŵe of the proũeĐts 
Įnish as good ĐrossͲborder aĐtiǀity at a giǀen tiŵe.
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Abstract

Analysis of foreign trade exchange imposes the need of activities based on modern and classical methods 
of assesment and measurement of trading flows and macro economic indicators of growth and stability. 
This paper begins with the idea and the need to assess the impact of foreign exchange of agricultural and 
food products between Bosnia and Herzegovina and Montenegro by application of the gravity model. The 
gravity method in foreign trade evaluates the potentials between individual countries, taking into account 
the actual current trade value. Subsequently, the potentials and costs of trade are taken into account, as 
well as the distance of the analyzed markets. That is to say, the paper was based on the assumption that the 
gravity model can assess the potentials of export and import of agricultural products between Bosnia and 
Herzegovina and Montenegro. As the results of the study, the potentials of import and export of agricultural 
products between Bosnia and Herzegovina and Montenegro were presented. 

Keywords: Foreign trade, gravitation model, evaluation, economic growth, Bosnia and Herzegovina, 
Montenegro. 

Category:  Review article

INTRODUCTION 

In Đonteŵporary Đonditions ǁhiĐh ĐharaĐteriǌe 
the groǁing iŵportanĐe of foreign trade betǁeen 
Đountries, the relations of one Đountry ǁith the 
international surroundings haǀe an iŵportant role 
for Đountry s͛ eĐonoŵiĐ deǀelopŵent. Model used in 
this paper is graǀitation ŵodel, ǁhere it is iŵportant 
to point out that graǀitation ŵodel does not Đontain 
essential data about iŵportͬeǆport struĐture as ǁell 
as the inŇuenĐe of ŵoǀeŵent of the Đapital betǁeen 
countries, intro-industrial trade, the possibility for 
a Đoŵpany froŵ a neighboring Đountry or trading 
area Đountry Đan haǀe dependent Đoŵpanies 
in other countries where the trade between 
͞ŵother͟ and ͞daughter͟ represents the trade of  
tǁo Đountries ǁhiĐh do not reŇeĐt the real state.  
'raǀitation ŵodel alloǁs aǀoiding soŵe of the 
usual probleŵs related to ĐrossͲseĐtion or panel 
speĐiĮĐation of graǀitation ŵodel. &irst of all, the 
diīerenĐes in relatiǀe distanĐe of Đountries froŵ 
their trading partners aīeĐt the systeŵatiĐal bias 
ǁhiĐh, ǁhile eǀaluating ĐrossͲseĐtion or panel 
ŵethod, depends on geographiĐal position of eǀery 
Đountry ;�renton and �i Mauro, 1ϵϵ8Ϳ. dhe probleŵ 
of heterogeneity of the countries, which is related 

ǁith ĐrossͲseĐtion and panel speĐiĮĐations, also Đan 
be soothed by using the eƋuation of one Đountry, 
ǁhiĐh is ǁhy soŵetiŵes suĐh speĐiĮĐations are 
used in literature (Brenton, Di Mauro and Lucke, 
1ϵϵϵͿ.

1. METHODOLOGY 

In its beginnings the graǀitation analysis of trading 
Ňoǁs is presented as an approaĐh ǁithout proper 
theoretiĐal fundaŵentals. ,oǁeǀer, as shoǁn later 
on, the idea of using the eĐonoŵiĐ potentials and 
trading Đosts in the analysis trading Ňoǁs ǁas based 
ŵore in theory than it ǁas thought at the beginning.  
dhe graǀitation ŵodel in eǀaluation of foreign trade 
ǁas ŵade on the eǆaŵple of IsaaĐ Neǁton laǁ of 
physics, where the gravity force between bodies A 
and B, ǁith the ŵasses Ma and Mb respeĐtiǀely, and 
with a distance Dab between that two points is given 
by the forŵula͗ 

F = cM
a
M

b
/D2a,b         where  c  is the constant
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In the graǀitational ŵodel of international trading 
the eƋuiǀalent for forĐe and range of trading 
between countries (e.g. total trading range, or for 
the Đoŵponents of iŵport and eǆportͿ betǁeen 
countries i and j (TijͿ, the ŵass is represented by 
the national inĐoŵe of the Đountries, '�W

i
 and GDPj 

ǁhile the distanĐe has kept its speĐiĮĐation �
ab

͗ 

Ti,j = CGDP
j
/Di,j                                                  ;1Ϳ

draditional approaĐh in the usage of graǀitation 
ŵodel historiĐally lies far ŵore on physiĐal laǁ 
than on the postulates of eĐonoŵiĐ theory, and in 
the past twenty-thirty years huge steps have been 
ŵade in ͞synĐhroniǌation͟ eĐonoŵiĐ theory ǁith 
physical laws of nature. 
� signiĮĐant ĐonneĐtion of eĐonoŵiĐ theory ǁith 
Newton laws has begun with the work of Tinbergen 
;1ϵϲ2Ϳ in order to get a ŵore Đoherent forŵ ǁith 
�nderson ;1ϵ7ϵͿ. �Ōer dinbergen and �nderson 
there are ŵore and ŵore theoretiĐal eǆpanding 
ǁhiĐh forŵ and set graǀitation ŵodels in the 
fraŵeǁork of eĐonoŵiĐ theory. �ue to disposition it 
ǁill be presented brieŇy the idea ǁhiĐh �nderson s͛ 
ĐlassiĐal ǁork is based about initial ĐonneĐtion 
betǁeen eĐonoŵiĐ theory and graǀitation physiĐal 
laws.
�nderson ;1ϵ7ϵͿ has deŵonstrated the solution 
for the Đonsuŵption, under the assuŵption that 
CobͲ�ouglas funĐtions Đan haǀe the forŵ of IsaaĐ 
Neǁton s͛ graǀitation eƋuation. �nderson s͛ approaĐh 
is basiĐally siŵple and starts ǁith the assuŵption 
of balanced trading between two countries. In the 
ŵodel �nderson siŵpliĮes the reality by reduĐing 
the ǁorld to tǁo Đountries, and in addition �nderson 
also assuŵes that the proportion of doŵestiĐ and 
foreign goods Đonsuŵption is a Đonstant and is 
independent froŵ the leǀel of inĐoŵe and taǆ poliĐy. 
So, the proportion of the inĐoŵe that Đonsuŵer 
of country 1 spends on the Đonsuŵption of goods 
iŵported froŵ Đountry 2 is a constant, and the 
saŵe relation applies ǀiĐe ǀersa ʹ the proportion of 
inĐoŵe that Đonsuŵer of Đountry 2 spends on the 
Đonsuŵption of goods iŵported froŵ Đountry 1 is 
a constant.     
If the neǆt notation is being adopted͗

yi  is the eǆport froŵ the Đountry i to country j 
Y

i
  are Đountry, inĐoŵe i 

wũ;iͿ proportion of the inĐoŵe that Đonsuŵers            
 of the country   i spend on the Đonsuŵing    
 the produĐts froŵ the Đountry j
Ii  eǆport froŵ Đountry i to country j

Ti,j Trade land between countries  i  and  j

dherefore͖

yi с ǁi;ũͿzj,
Ii с ǁũ;iͿzj,

�eĐause of the assuŵption about balanĐed trading 
this has to be applied͗

Ti,j с yi+Ij с 2ǁũ;iͿzj с 2ǁũ;iͿzj                                            ;1Ϳ
 

In addition the inĐoŵes of the Đountry i have to, 
by deĮnition, be eƋual to suŵ of spent inĐoŵe on 
Đonsuŵption of doŵestiĐ and foreign goods͗ 

zi с ǁizi+wizj с ǁi;ziнzjͿ

�ut if the ziнzj are a ǁorld s͛ Đonsuŵption in a 
siŵpliĮed ŵodel than ǁe introduĐe the notation͗
z of the world с zsсziнzj                                                ;2Ϳ

&roŵ ;1Ϳ and ;2Ϳ folloǁs͗

              ũ с 2zizjͬzj                                                                 ;ϯͿ
 
�Ƌuation ;ϯͿ is a theoretiĐal eƋuation of ;1Ϳ in 
siŵpliĮed ǁorld ǁithout friĐtion.
�ĐĐording to this tradition, and taking in 
Đonsideration the speĐiĮĐity of data, trading 
betǁeen Đountries Đan be an eĐonoŵetriĐal ŵodel 
as a Đoŵbination of tiŵe series ǁith ĐrossͲseĐtional 
eleŵents͗

TRj,k,tсC'�Wj,tGDPk,tͭ�j,k

ǁhere͗       ;ϰͿ

Rj,k,t     is trading from country J to country K in year t 
C         constant
GDPj,t Gross domestic product of country  J in year t
GDPk,t Gross domestic product of country K in year t
Dj,k      Distance between country J and country K

�ata that enter the graǀitation ŵodel froŵ the 
tiŵe series of seǀeral years is taken froŵ statistiĐ 
publiĐations on national as ǁell as international 
leǀel.  Waraŵeters are set ǁith panel analysis, ǁhiĐh 
is Đonsidered ŵore appropriate ŵodels than tiŵe 
series ;for eǆport in ŵost Đountries there are data 
for a long tiŵe periodͿ and ĐrossͲseĐtional data 
ǁhiĐh are statiĐ in tiŵe. Panel data provides a bigger 
nuŵber of obserǀations than the tiŵe series and in 
the saŵe tiŵe proǀide the insight in their Đhanges in 
tiŵe. �ue to large nuŵber of Đountries and obserǀed 
tiŵe, eǀery paraŵeter of the ŵodel is rated ǁith 
168 observations. dhe ŵodel is eǀaluated ǁith the 
loǁ sƋuare ŵethod ;K>S ʹ ordinary least sƋuaresͿ, 
paraŵeters are deterŵined by bringing in relations 
independent ǀariable ǁith the reƋuired appearanĐe 
of ʹ potential eǆport, ŵultiple regression ŵethod.  
Most of the data about eǆport and iŵport are 
taken froŵ the foreign trade statistiĐ agenĐies, 
and it is also possible to doǁnload the data froŵ 
international publiĐations.
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In estiŵates, the graǀitation ŵodel ŵostly inĐludes 
ǀariables as '�W or '�W per Đapita of iŵporting 
and eǆporting Đountry, population nuŵber for 
both Đountries, distanĐe betǁeen generating and 
reĐeptiǀe ŵarket, Đoŵŵon border, preferential 
arrangeŵents and other. 
  
dhe ŵost iŵportant task in graǀitation ŵodel is 
to deterŵine the paraŵeters ;ĐoeĸĐientͿ ǁhiĐh 
Đorrespond to giǀen faĐtors͗    β1, β2, β3, β4, β5, 
β6  beĐause they deterŵine the eǆtent of indiǀidual 
independent ǀariable ;Đountry s͛ '�W, distanĐe, 
eĐonoŵiĐalͲpolitiĐal distanĐeͿ aīeĐt the dependent 
ǀariable ;iŵportͲeǆportͿ. CoeĸĐients shoǁ froŵ 
ǁhiĐh of the ǀariables giǀen are signiĮĐant for 
iŵport and eǆport of one Đountry and to ǁhat eǆtent 
accordingly with that are going to be included in the 
ŵodel ;eƋuationͿ.

In graǀitation ŵodel the folloǁing ǀariables haǀe 
been tested͗

'ross doŵestiĐ produĐt is ŵarked for the ŵost 
iŵportant iŵport and eǆport destinations 
Đonsidering the ǀalue of iŵport and eǆport. dhere 
it is inĐluded large nuŵber of Đountries of the 
biggest reĐeptiǀe ŵarkets for the Đountry s͛ produĐts 
aĐĐording to the ranking list of publiĐations for 
one Đountry statistiĐs.  dhe data is proǀided by the 
national agenĐy for statistiĐs, as ǁell as the torld 
Bank and sites ǁǁǁ.tradeŵap.org and www.
intracen.org .  

In the use of graǀitation ŵodel the eǆpeĐted sign 
is positiǀe, beĐause the purĐhasing poǁer in great 
deal sets the range of iŵport. �Ƌually oŌen '�W 
per Đapita is used, but in this ŵodel the deŵand is 
largely deterŵined by the total '�W. Naŵely, total 
'�W eǆplains the siǌe of the reĐeptiǀe ŵarket, ǁhiĐh 
for eǆport has bigger signiĮĐanĐe than purĐhasing 
poǁer of indiǀiduals. �lthough the ŵost Đoŵŵon 
ǀariable in graǀitation ŵodel, '�W of reĐeptiǀe 
ŵarket shoǁs relatiǀely ǁeak relation ;sŵall 
ĐoeĸĐient of ĐorrelationͿ ǁith the Đountry s͛ eǆport. 
Despite all of that, this variable is included in the 
ŵodel beĐause it still shoǁs statistiĐal signiĮĐanĐe 
and because together with other factors contributes 
that the obserǀed phenoŵena is eǆplained. 

'�W shoǁed in the ŵodel a greater inŇuenĐe on 
the eǆport than on the '�W of reĐeptiǀe ŵarkets. 
ConneĐtion betǁeen eĐonoŵiĐ groǁth and the 
eǆport groǁth has proǀed to be ŵore direĐt and 
inŇuential. In siŵple regression, this ǀariable ǁould 
haǀe a ĐoeĸĐient of deterŵination around 0.ϯ1͖  
respeĐtiǀely it ǁould eǆplain alŵost the third of the 
change of export value. 

Transport costs in export of any product have a 
signiĮĐant inŇuenĐe on the deŵand. dransport Đosts 

are ŵostly used for the distanĐe of the trade ŵarkets. 
dhe eīeĐts of trade reduĐtion are the strongest in the 
transportͲintensiǀe aĐtiǀities ʹ aĐtiǀities ǁhiĐh are 
dependent on the iŵport and eǆport of seŵiͲgoods. 
�ǀen ǁhen the transport and ĐoŵŵuniĐational 
Đosts are reduĐes in tiŵe͖ the distanĐe Đontinues 
to signiĮĐantly aīeĐt the loĐal inĐoŵe.  
dhe iŵproǀeŵent of transport and ĐoŵŵuniĐation 
;the deǀelopŵent of Đhannels, roads, internet, 
airport netǁork, post oĸĐe, telegraph, telephoneͿ 
does not reduĐe the iŵportanĐe of the distanĐes. 
Neǁ teĐhnologies, as ǁell as liberaliǌation of trading 
poliĐy, Đan Đertainly resiǌe soŵe of the transport 
Đosts, but lot of their aspeĐts still eǆist. �eĐause 
of that the ŵost signiĮĐant trading partners are 
always the neighboring countries. However, export 
direĐtions are by no ŵeans depleted in �uropean 
Đountries. dhe ŵodel obtained in the ŵanner 
desĐribed shoǁs that the eǆport signiĮĐantly 
depends on geographical distance, which is in 
negatiǀe relation ǁith the range of eǆport. dhe 
inŇuenĐe of the distanĐe on the eǆport is so big 
that in siŵple regression, taken as the only faĐtor 
of eǆport, it ǁould partiĐipate ǁith the ϱ7й of the 
export value.

dhe nuŵber of population is a Đoŵŵon ǀariable in 
the eǆport graǀitation ŵodel, beĐause it leads to 
the ĐonneĐtion the siǌe of the ŵrket ǁith the eǆport 
value. 

�ĐonoŵiĐͲpolitiĐal distanĐe betǁeen tǁo Đountries 
Đannot be ŵeasured, so ǁe use duŵŵy, aĐtually 
the artiĮĐial ǀariable, eǀaluating it by ǌero or one 
eĐonoŵiĐ relations and the institutional basis for 
their iŵproǀeŵent. dhe data used for the eǀaluation 
of this ǀariable, are taken ŵostly froŵ Đountry s͛ 
Ministry of foreign aīairs, ǁhiĐh giǀes the detailed 
oǀerǀieǁ of bilateral ĐontraĐts and agreeŵents 
relating to regulations of eĐonoŵiĐ Đooperation, 
and an overview in the range and purpose of 
ŵutual inǀestŵents, ŵutual proũeĐts of eǆperts 
training, the presenĐe froŵ giǀen Đoŵpanies and 
other. dhe artiĮĐial ǀariable P takes the value 1 

if there are Đertain preferential arrangeŵents, 
agreeŵents on trading ĐonǀenienĐe, signiĮĐant 
ǀoluŵe of inǀestŵent in the eĐonoŵy, presenĐe 
of Đoŵpanies and other, and the ǀalue 0 if the 
eĐonoŵiĐ Đooperation is relatiǀely underdeǀeloped 
and unregulated. dhis faĐtor in the ŵodel of eǆport 
has shoǁed a big inŇuenĐe ʹ in siŵple regression as 
an only factor would explain the 28% of changes in 
the export value. 

This procedure calculates the value of a constant 
obtained by a ŵultiple regression, as ǁell as the 
paraŵeters ǁhiĐh Đorrespond to the faĐtors inĐluded 
in the regressiǀe analysis. In addition to these ǀalues, 
ǁhiĐh ǁill be applied later in the ŵodel, eǀery error 
of a Đonstant and eaĐh paraŵeter ǁas giǀen, as ǁell 
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as PͲǀalue ǁhiĐh indiĐates on statistiĐal probability 
eaĐh one of theŵ.   �s in Đountries inĐluded in the 
ŵodel testing haǀe a large nuŵber of obserǀations, 
the obtained ŵodel and ĐoeĸĐients are not liŵited 
to any region, but they Đan be used for ĐalĐulating 
the eǆport potential to any Đountry or region of the 
ǁorld.   dhe eǀaluation of ŵodel paraŵeters applying 
the additional statistiĐͲeĐonoŵetriĐ eƋuipŵent 

lnX
ij
=α+β

1
lnY

i
+β

2
lnN

i
+β

3
lnY

j
+β

4
lnN

j
+β

5
lnD

ij 
+β

6
lnA

ij
+∑γ� lnPijk+u

ij�

ǁould signiĮĐantly oǀerĐoŵe the fraŵeǁork of this 
project and would not give the wanted result.
�s an alternatiǀe of this ŵodel in praĐtiĐe it is oŌen 
used the ŵodel of bilateral eǆĐhange based on 
eǀaluated ŵodel paraŵeters by >.�. tinters and �. 
<. tang ǁhiĐh is applied in this Đase. dhe basiĐ forŵ 
of graǀitation ŵodel of international trade is͗

 

there the͗

α - constant 
Xij - trade ǀalue ǁhiĐh is instruĐted froŵ Đountry i    

       to country j, Y
i
, Y

j
- GDP of the countries i and j, 

Ni, Nj- total population of Đountries i and  j, 
Dij – distance between countries i and  j, 
Aij - duŵŵy ǀariable for representing the Đoŵŵon  
       border, 
Pijk - duŵŵy ǀariable for the eǆistenĐe of  the               
        preferential arrangeŵents or belong to the  
        saŵe eĐonoŵiĐal grouping,  

uij- randoŵ ŵodel error. 

dhis ŵodel Đan be applied on one Đountry s͛ trading 
ǁith eǀery Đountry that appears to be interesting for 
deterŵining the potential eǆport. dhe data about 
Đountry s͛ trading and '�W is usually eǆpressed in hS 

dollars, euros or other strong global currency. The 
eǆperienĐe shoǁs that trade ŵap and respeĐtable 
data are ǀery useful.  dhe population is eǆpressed in 
ŵillions and the distanĐe in kiloŵeters.   

dhe ŵodel has been rated ǁith the ŵethod of K>S 
;ordinary least sƋuares ʹ K>SͿ. dhe giǀen results 
shoǁ that the ĐoeĸĐient ratings are statistiĐally 
iŵportant and logiĐal sign.

'raǀitation ŵodel is used for bilateral trading of 
one Đountry ǁith neighboring Đountries.  dhe aiŵ is 
to deterŵine the potential range of eǆport in eaĐh 
Đountry in the region, and then to Đoŵpare ǁith the 
eǆisting eǆport. Siŵply said, the aiŵ is to deterŵine 
ǁhether and hoǁ ŵuĐh ŵore Đan the eǆport of one 
country be increased into the analyzed countries. 
Chart 1 shoǁs the ĐoeĸĐients for the use of the 
graǀitation ŵodel. 

SourĐe͗ tinters >.�., tang, �.<. �astern �urope s͛ international trade 
ManĐhester hniǀersity Wress, ManĐhester and Neǁ zork, 1ϵϵϰ.

lnXij                 Coefficient statistical error T P >ItI 
lnYi                 0.93070500 0.0310027 30.02 0.000 
lnNi                0.02466540 0.0386548 0.64 0.524 
lnYj                 0.68298350 0.0310023 22.03 0.000 
lnNj                0.04734422 
lnDij              -1.22239100 

0.0386642 
0.0598855 

1.22 
-20.41 

0.221 
0.000 

Aij                   0.64014505 
Pij                   0.57892410 

0.1234944 
0.1033485 

5.18 
5.60 

0.000 
0.000 

Cons             -4.65566500 0.5933937 -7.85 0.000 

�ĐĐording to graǀity ŵodel forŵula, potential 
eǆport froŵ Đountry i to Đountry ũ is established by 
folloǁing͗ 

ͻ all knoǁn ǀalues ʹ ŵultiͲannual aǀerage of '�W of 
eǆporting Đountry, 
ͻ ŵultiͲannual aǀerage of '�W of iŵporting Đountry, 
ͻ population of iŵporting and eǆporting Đountry 
and 

ͻ distanĐe betǁeen theŵ is ŵultiplied ǁith 
appropriate paraŵeters of tinters and tang. 

�rtiĮĐial ǀariables take the ǀalue 2, in Đase the 
Đountries share the saŵe border or belong to 
the saŵe eĐonoŵiĐ group or 1, if this is not the 
Đase. dhey are, also, ŵultiplied ǁith appropriate 
paraŵeters and then added to the suŵ. &or ĐrossͲ
seĐtion ŵodels the ĐharaĐteristiĐ probleŵ is that 
of heterosĐedastiĐity, beĐause of the nature of the 
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dable 1. Results of the graǀity ŵodel in the eǆport of agriĐultural and food produĐts froŵ �osnia and 
,erǌegoǀina to Montenegro ;in 000 <MͿ

SourĐe͗ dhe analysis of the authors on the base of data ĐolleĐted froŵ  
StatistiĐs �genĐy of �osnia and ,erǌegoǀina ;2017Ϳ

data itself and Đertain deĮĐienĐies of this ŵodel. 
Kn the one hand, there are large ǀariations of data 
during just one year, and on the other hand, which 
is ŵore iŵportantly and ĐharaĐteristiĐ for eĐonoŵiĐ 
oĐĐurrenĐes, it is iŵpossible to eǆplain the ǀariations 
of the dependent ǀariable, as ŵuĐh as ǁe inĐlude 
theŵ into the ŵodel.  dhe uneǆplained faĐtors 
are through the independent variables included in 
the ŵodel and aĐĐuŵulate in residues. tith the 
ǀariations of independent ǀariables and ǀariations 
of randoŵ error ;i and ũͿ they ǀary and are not eƋual, 
ǁhiĐh is the assuŵption of the heterosĐedastiĐity.  
dhe probleŵ of reŵoǀing the heterosĐedastiĐity in 
ĐrossͲseĐtion ŵodels oǀerĐoŵes the possibilities of 
this paper. It is Đertain, that speĐiĮĐ inĐonsistenĐies 
of a graǀitation ŵodel eǆist, but they are aĐĐepted 
;and ŵostly reŵoǀedͿ, beĐause the analytiĐal 
ǀalue of the ŵultiple results is obtained and that is 
ǁhy the graǀitation ŵodel is still used in eŵpiriĐal 
researches. 

2. The assessment of the foreign trade of 
agricultural and food products between Bosnia and 
Herzegovina and Montenegro by the application of 
the gravity model

�ĐĐording to the eĐonoŵiĐ theory, the eǆport 
groǁth is the basis of eĐonoŵiĐ reĐoǀery of eǀery 
Đountry and debates on this subũeĐt are aĐƋuiring 
a proŵinent plaĐe, not only in the aĐadeŵiĐ 
ĐoŵŵuniĐation, but in the ǁider professional and 

publiĐ ĐirĐles as ǁell. dhe probleŵ is in identiĮĐation 
of opportunities of aĐƋuireŵent of an eǆportͲ
oriented reĐoǀery, i.e. ǁhiĐh ŵaĐroeĐonoŵiĐ 
poliĐies are aiŵed at regional reorientation, and the 
like. 
In this regard, the trade of agricultural and food 
produĐts is of speĐial iŵportanĐe for eǀery Đountry, 
and such is the case with the trade between 
Bosnia and Herzegovina and Montenegro as well. 
This paper provides a review of foreign trade of 
agriĐultural and food produĐts ;01Ͳ2ϰ tariīͲlists of 
the uniƋue Đustoŵs noŵenĐlatureͿ betǁeen �osnia 
and Herzegovina and Montenegro, applying the 
graǀity ŵodel of foreign trade. dhe foreign trade of 
agricultural and food products between Bosnia and 
Herzegovina and Montenegro will be expressed in 
Đonǀertible ŵarks ;<MͿ in this paper.
�ǀaluation of eǆport of agriĐultural and food 
produĐts, using the graǀity ŵodel betǁeen �osnia 
and ,erǌegoǀina and Montenegro, i.e. the eǀaluation 
of distanĐe ǀariable used data inforŵation on the 
distanĐe betǁeen the ŵaũor Đities of �osnia and 
Herzegovina and Montenegro, i.e. distance between 
Saraũeǀo and WodgoriĐa ;ǁǁǁ.udalũenost.ĐoŵͿ .
2.1.  dhe eǀaluation of the eǆport of agriĐultural 
and food produĐts froŵ �osnia and ,erǌegoǀina to 
Montenegro by the appliĐation of the graǀity ŵodel
dhe results of the appliĐation of the graǀity ŵodel 
in the eǆport of agriĐultural and food produĐts froŵ 
Bosnia and Herzegovina to Montenegro are shown 
in the Table 1.

THE APPLICATION OF THE GRAVITY MODEL IN THE EVALUATION OF THE FOREIGN TRADE OF AGRICULTURAL AND FOOD  
PRODUCTS BETWEEN BOSNIA AND HERZEGOVINA AND MONTENEGRO

Export from Bosnia and Herzegovina to Montenegro 
 Yi 

GDP of 
Montenegro 

Ni 

Population 
of 

Montenegro 

Export 
BiH 

Yj 

GDP of 
BiH 

N1 

Population 
of BiH 

Dij 

Distance 
in 

kilometres 

Aij 

Dummy 
Variable 
Border 

 

Pijk 

Dummy 
variable 

trade 
groupation 

 
Ln 

4.621 
8,4383 

0,65 
-0,4308 

34,90 
3,5525 

21.538 
9,9776 

4,62 
1,5304 

229 
5,4337 

2 
0,6931 

2 
0,6931 

 
-4,655 

 
0,9370 

 
0,0240 

 
0,0560 

 
0,6800 

 
0,0470 

 
-1,2220 

 
0,6401 

 
0,5789 

eva.par 7,9067 -0,0103 0,1989 6,7848 0,0719 -6,6400 0,4437 0,4013 
         

   Potential 
export  88,9611     

         4,5019 
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dhe potential of the eǆport of agriĐultural and 
food produĐts froŵ �osnia and ,erǌegoǀina to 
Montenegro by the appliĐation of the graǀity 
ŵodel is 88,ϵϲ11ŵillion <M. dhe data obtained 
on the potential of the eǆport of agriĐultural and 
food produĐts froŵ �osnia and ,erǌegoǀina to 
Montenegro by appliĐation of the graǀity ŵodel 
;88,ϵϲ11ŵillion <MͿ are a lot higher than the 
original data series based on a nuŵber of years 
aǀerage ;series of 11 yearsͿ of ϯϰ.ϵ0 ŵillion <M. 

dhe eĐonoŵy of �osnia and ,erǌegoǀina has the 
Đapabilities to alŵost 2.ϱͲfold inĐrease in eǆport to 
Montenegro.

2.2. The evaluation of the import into Bosnia and 
Herzegovina from Montenegro by the application 
of the gravity model

Results of the graǀity ŵodel of the iŵport into 
�osnia and ,erǌegoǀina froŵ Montenegro are 
shown in the Table 2.  

dable 2. Results of the graǀity ŵodel of the iŵport into �i, froŵ Montenegro 

Import from Bosnia and Herzegovina to Montenegro 
 Yi 

GDP of 
Montenegro 

Ni 

Population 
of 

Montenegro 

Import 
BiH 

Yj 

GDP of 
BiH 

N1 

Population 
of BiH 

Dij 

Distance 
in 

kilometres 

Aij 

Dummy 
Variable 
Border 

 

Pijk 

Dummy 
variable trade 

groupation 

 
Ln 

4.621 
8,4383 

0,65 
-0,4308 

19,73 
2,9821 

32,160 
9,9776 

4,62 
1,5304 

229 
5,4337 

2 
0,6931 

2 
0,6931 

 
-4,655 

 
0,9370 

 
0,0240 

 
0,0070 

 
0,6800 

 
0,0470 

 
-1,2220 

 
0,6401 

 
0,5789 

eval.par 7,9067 -0,0103 00209 6,7848 0,0719 -6,6400 0,4437 0,4013 
         

   Potential   
export  74,4910     

         4,3239 

SourĐe͗ dhe analysis of authors based on data froŵ͗ ͗ͬͬǁǁǁ.tradeŵap.orgͬ ;taken oǀer on 20ͬ10ͬ201ϰͿ   

dhe potential of the iŵport of agriĐultural and 
food produĐts into �osnia and ,erǌegoǀina froŵ 
Montenegro is deĮned at the leǀel of 7ϰ.ϰϵ10 
ŵillion <M and it is signiĮĐantly higher than the 
aĐtual iŵport into �osnia and ,erǌegoǀina froŵ 
Montenegro. dhe data obtained on the potential 
of the iŵport of agriĐultural and food produĐts 
froŵ Montenegro into �osnia and ,erǌegoǀina by 
appliĐation of  the graǀity ŵodel ;7ϰ.ϰϵ10 ŵillion 
<MͿ is alŵost four tiŵes higher than the original 
data series, based on a nuŵber of years aǀerage 
;series of 11 yearsͿ of 1ϵ.7ϯ ŵillion <M.

Conclusion 

dhis paper presented the appliĐation of the graǀity 
ŵodel in the trade betǁeen �osnia and ,erǌegoǀina 
and Montenegro. In eŵpiriĐal terŵs, the graǀity 
trade ŵodel is Đonsidered to be aŵong the ŵore 
suĐĐessful. dhe graǀity ŵodel relatiǀely ǁell eǆplains 
the relationships and Đhanges in the ǁorld trade. 
�esides nuŵerous ĐritiĐs, the graǀity ŵodel ŵay 
indiĐate that the positiǀe relation ǁith the gross 
doŵestiĐ produĐt and the negatiǀe relation ǁith 

a distanĐe, ŵay be a ΗĐoǀerΗ for a lot of diīerent 
eĐonoŵiĐ assuŵptions. 
dhe results of the graǀity ŵodels are ǀery oŌen in 
ĐoŵplianĐe ǁith reality, ǁhiĐh ŵakes the appliĐation 
of this ŵodel popular and aƩraĐtiǀe. �t the saŵe 
tiŵe, the results of graǀity ŵodels shoǁ diīerent 
results of the foreign trade than the aĐtual situation 
is in the reality, ǁhiĐh ŵeans that the results of the 
graǀity ŵodel Đan serǀe as an orientation in the 
eĐonoŵiĐ poliĐy and the foreign trade poliĐy of a 
country. 
dhe appliĐation of the graǀity ŵodel in the trade of 
Bosnia and Herzegovina and Montenegro showed 
that the potential of the �osnia and ,erǌegoǀinaǲs 
eǆport to Montenegro, by appliĐation of the graǀity 
ŵodel,  ǁas ϲ0.1ϰ28 ŵillion, ǁhile the aĐtual 
aŵount is ϯϲ,ϲ0 ŵillion <M. 
dhe analysis of the data of the iŵport froŵ 
Montenegro into Bosnia and Herzegovina shows 
that the iŵport is 7ϰ.ϰϵ10 ŵillion <M and it is higher 
than the aĐtual iŵport of 1ϵ.7ϯ ŵillion <M.
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>aǌo Rolũiđ Wh�, professor, �ditorͲinͲChief

dhe Įrst topiĐ I ǁould like to oīer to our readers as a Đhallenge in the Đhapter of CoŵŵuniĐations is the 
folloǁing͗

I aŵ not sure ǁhether the situation in sale and retail is still the saŵe as it ǁas in the ŵid 1ϵ70s, ǁhen I 
ǁas a young researĐher at the Institute of �ĐonoŵiĐs, but I aŵ sure that the issue has been taĐkled up to 
the present. dhe issue is about Đriŵe in ŵarketing, trade and sale. �uring those years, I partiĐipated in an 
international proũeĐt ͞�eǀelopŵent of �osanska <raũina �groĐoŵpleǆ͟ ;&�K ϱ1ϰͬ7ϰͿ ǁhere I ŵet an &�K 
eǆpert, a ŵarketing professor froŵ &ranĐe. I reĐall that at the beginning of his presentation he said soŵething 
like this͗ ͞ dhere is only one book in &ranĐe ǁhose Đontents keep groǁing and updating ǁhile its sales inĐreases. 
Its title is ͞,oǁ to ShopliŌ and Methods and Measures of Wreǀenting dheŌs .͟ 

Kǀer tiŵe, this type of ͚ aĐtiǀity͛ in ŵarketing, trade and sale had been Đonstantly inĐreasing, so aŌer introduĐing 
the Internet ;1ϵϵϯͿ and gradual transition froŵ ĐlassiĐ to eleĐtroniĐ business, a neǁ era of Đriŵinal started. 
doday it has spread not only on ŵarketing, trade and sale, but also on all other forŵs and segŵents of huŵan 
aĐtion. ,oǁeǀer, noǁadays it is generally Đalled ͚Đriŵe and Đorruption͛ at the top leǀel ;state eĐonoŵyͿ. 

I haǀe ǁriƩen an artiĐle on the phenoŵenon ;Digital Forensics in Evidence and in Mitigating Corruption 
Effects1Ϳ, and in this issue of IJSRM there is also a researĐh by ,odǎiđ and Riēko under the title Political Economy 
of Corruption and Its Implications on Financial Systems. I belieǀe it is ǁorth ŵentioning that in the aĐadeŵiĐ 
year 2018ͬ201ϵ ǁe ǁill introduĐe an M� prograŵ in Cyber Criŵe and �igital &orensiĐs. 

dhe seĐond topiĐ I ǁould like to oīer as a Đhallenge aǀailable for our readers͛ Đoŵŵents is Đurrently ǀery 
interesting. It regards �itĐoin bubble priĐe and its ineǀitable burst, aĐĐording to eǆperts. ReĐently, its priĐe 
has deŵonstrated great osĐillations on this ŵarket. &irst it started groǁing abruptly, and then it fell rapidly. 
In the �itĐoin trade teĐhnology it ǁas said that the total nuŵber of the ͚printed͛ Đoins had been liŵited to 21 
Million. If that is so, I cannot but wonder why its price started dropping and what is the key factor that lead 
to inŇation of its ǀalue. SearĐhing for the ansǁers, in this neǁ Đhapter, I hope ǁe ǁill disĐuss �itĐoin deŵand 
and causes of its price increase and fall. 

zour �ditorͲinͲChief

1 Roljić, L. (2013). Digital forensics in evidence and in mitigating of the corruption effects. Proceedings of the Faculty of 
Legal Sciences (5) 87-101. University of Vitez




