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Editorial

Dear readers,
As the editor-in-chief 
of the IJSRM I ould 
like to pro ote the 
diversity of content and 

uality of the resear h 
papers provided by our 
estee ed authors. hat 
is hy our intention is 
to introduce a special 
se tion in the ournal, 
C o u n i a t i o n s ,  
a chapter in which our 

readers will be able to share their professional and 
s ienti  opinion related to the ournal sub e ts, 
and in general, topics that have been in focus of our 

aster s and do toral studies. Continuing the good 
usto  of pre ious IJSRM editors and stri ing for 

the highest standards, we will keep publishing the 
best uality arti les and in ite guest editors to ork 
on indi idual the ati  nu bers of the ournal. 

his issue of IJSRM ontains e resear h papers. 
he rst, entitled oliti al ono y of Corruption 

and Its I pli ations on inan ial Syste s , 
e a ines syste i  orruption in a large nu ber 
of ountries. hile trying to pro ide ans ers to its 
ause, the authors also o er ertain strategies and 
easures for   pre enting su h kind of orruption. 

In the paper Satisfa tion ith Independent 
ashion Stores  n iron ent , authors present the 

results of in estigating .S. generational ohort 

di eren es of fe ale onsu ers  satisfa tion ith 
store en iron ent ariables fro  the standpoint 
of a s all business hain ith 18 lo ations in the 
Southeastern nited States. 

he resear h titled he In uen e of ntrepreneurial 
Strategies on Creating port Capa ity of osnia

er ego ina rodu tion nterprises , re ie s the 
choice three generic entrepreneurial strategies 

hi h are ostly used by anagers and o ners of 
produ tion enterprises and their suitability in the 
e port poli y of  o panies. 

he hapter I pro ing SM s Cross order 
Cooperation by ps aled rogra  Manage ent , 
analy es the le el of a hie ed i pa t of an I  
progra e bet een osnia er ego ina and Serbia.  

he nal arti le he ppli ation of the ra ity 
Model in the aluation of the oreign rade of 

gri ultural and ood rodu ts bet een osnia and 
er ego ina and Montenegro  e a ines the olu e 

of foreign trade between two countries through 
the gra ity odel, tending to nd an ans er to the 

uestion ho  the foreign trade e hange bet een 
these ountries ould be i pro ed.  

oping that he International Journal of Sales, 
Retailing and Marketing ould be of great use in 
your professional and a ade i  areer, I thank 
you for reading it and en ourage you to ontinue 
sending us your papers so that e ould aintain 
our high uality.

 

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

he ase of the transitional so ieties of the estern alkans

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 so ial illness that al ost 
no ountry in the orld is i une to, hi h 
is hy the proble  of orruption is rightly 
labeled the proble  of the entury 1, although 
orruption is a histori al onstant fro  the ti e 

of the rst i ili ations to today s de o rati  
for s of go ern ent. Reports by Transparency 
International regularly arn that orruption is 
a a or threat fa ing ankind , destroying 

li es and o unities, under ining ountries 

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 institutions  and threatening to further 
destabili e so ieties and e a erbate iolent 
on i ts . Starting fro  standard ethodologies 

in e ono i s, and disregarding orali ing 
approa hes as the basis of analysis and riti ue of 
orruption, then a ording to ego i s approa h 
2007 , in the analyti  stru ture of orruption, 

four o on ethodologi al foundations of the 
e ono i  theory are arti ulated  the rst relates 
to the possibility of choice by individuals, that 
is to say, the uestion of hether to engage in 
orruption or not  the se ond points to the belief 

that an indi idual is sensiti e to in enti es fro  
the en iron ent hen aking de isions, i.e. that 
depending on the , an indi idual akes his or her 
o n de ision  the third sho s that an indi idual, 

hen de iding hether to engage in orruption, 
starts fro  the in enti e by doing a al ulation 
of the potential bene ts and osts of that a tion, 
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trying to a i i e his fun tion of utility  and 
the fourth ethodologi al basis refers to the 
analyst hose point of ie  is that orruption is 
not always „bad in itself, but only when it turns 
out that its total net  e e ts are negati e . nly 
su h a alue neutral, old approa h , as ego i  
labels it, allo s a rational analysis of orruption 
and its e e ts, u h be er than the senti ental

oralisti  approa h.

hat re ains open as a theoreti al issue that falls 
into ideologi al alue syste s, and hi h opens a 
dile a of hether orruption an be tied to the 
in ability of go ern ents to establish, through 

the legal syste , e e ti e ontrol of publi  o s 
and disabling the use of public services for private 
purposes, or hether orruption ties in ith the 
la k of arkets and the opening up of spa e for 
the establish ent of a onopoly in de ision

aking. he on eptuali ation of strategies 
and easures to pre ent orruption is largely 
dependent on the ans ers to this dile a. In 
the rst ase, the ans er in si pli ed ter s 
i plies the establish ent of a strong state and 
a go ern ent ready to ta kle orruption hen e, 
in reased publi  ontrol and regulatory net orks , 
and in the se ond, the absen e of a onopoly, 
therefore, the e pansion of arket freedo s. 

o e er, this dile a an be o er o e if e 
nd that a strong state  is a tually ne essary for 

the s ooth fun tioning of the arket e hanis  
and its basi  institutions, abo e all the prote tion 
of property and contracts, rather than the 
establish ent of a e iathan bureau ra y.

In estern de o rati  ountries, espe ially in 
the ountries of northern urope, orruption is 
only a uriosity, although here it is not un o on 
for publi  o ials to be in ol ed in orruption 
a airs.2 he ost o on reason for lo er 
e posure to orruption in these so ieties lies in 
the so alled S andina ian honesty , rotestant 
ethi s , or trust in state institutions for hi h 
iti ens of these so ieties, for e a ple, are 

always willing to pay taxes, even if they are 
opposed to their in reases. t the sa e ti e, in 
de eloping ountries here orruption per year 
takes bet een 1 1.  of national in o e  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 ru bling so ieties, orruption has 
be o e an integral part of the general so ial 
ondition, a regular syste i  illness  deri ing 

fro  the la k of institutional arrange ents. here 
is no need to disregard the cultural and historical 
onte t of so iety here this syste  error  is 

possible.

At the general appearance level, however, 
orruption is ost o only referred to as 

an e pression of the rule of orrupt politi s. 
Countries in transition are parti ularly ulnerable 
to orruption be ause they go through the phase 
of institutional restru turing. It is an ine itable 
initial transfor ational sho k  that, as a rule, 

arises in the onditions of sudden abandon ent of 
the pre ious so ial syste  before the institutions 
so io legal, e ono i  of the ne  so ial syste  

has been built and accepted.

A special subset in this group of countries is 
o posed of the ountries of the estern 
alkans, hi h, in the onte t of the onsideration 

of orruption, are lassi ed into ollapsed 
transitional so ieties. In the ase of these 
ountries, e point out the sus eptibility to the 

pheno enon of orruption , hi h is anifested 
through underde eloped institutional apa ity for 
la  enfor e ent and the unful lled de o rati  
culture in society - that is, the present proto-
de o ra y od i , ., Vukadino i , S., 200 . 

long ith the transitional syste i  i anen e of 
orruption, these so ieties also ha e a so ially and 

histori ally built in  tenden y to ards predatory 
entality, hi h is designated as rin e Marko s 

syndro e  Rendi Mio e i , I., 1 .

In the alkans, the ollapsed transition so ieties, 
su h as the osnian er ego inian, Serbian and 
Montenegrin so iety, the issue of orruption is 
onne ted and in on un tion ith organi ed 
ri e, hi h rosses the borders of states, so the 

proble  has a regional di ension. N. Mappes
Niedik, e.g. speaks of the alkan Ma a  200 . 
None of the three afore entioned so ieties, 
like ost of the others in the estern uropean 
en iron ent Croatian, Ma edonian, and lbanian  
an not sol e this proble  alone. It is ne essary 

to get the help of international institutions, abo e 
all the Coun il of urope, to build a nor ati e 
infrastru ture in order to o bat orruption, and, 
a er that, so ething that is u h ore i portant 
to onitor, na ely the i ple entation of la s by 
pro iding support in strengthening the apa ities 
of police and judiciary bodies, as well as local 
authorities and institutions in the ght against 
orruption and organi ed ri e

.
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At the end of this introductory part, as announced 
by its title, it is also ad isable to ask the uestion 
of the future of orruption here is orruption 
going . eter ining the e isten e of orruption 
and deter ining the le el of orruption of so iety 
is a serious proble , and the ob e ti e tools or 

e hanis s of early arning or ethi al pre ention 
are irtually i possible as ben h arks. If the 
parlia entary de o ra y is undeniably the 
greatest a hie e ent of i ili ation in the do ain 
of politi al rule, the future of possibilities for 
orruption is uite open  a ording to re olini 
1 , de o ra y is the for  of go ern ent 

that an be ost easily orrupted and espe ially 
the parlia entary kind reates opportunities and 
te ptations for representati es to deri e bene ts 
fro  publi  funds, either dire tly for the sel es 
and for their fa ilies, or indire tly to buy ertain 

oters in their ity or in a parti ular lass.

Inability to deter ine e a t rele ant riteria for 
re ealing orruption is o er o e by e a ining 
the per eption and a tudes of iti ens about the 
e isten e of orruption. Su h a test gi es results 
that an not be taken as o pletely reliable, but 

ay ery realisti ally point to the e isten e and 
spread of orruption.

re ise or appro i ate easures of s ope 
of orruption are ery di ult to easure. 
Measure ent is usually done on the basis of 
di erent para eters that analysts reate fro  
the a ailable data. i erent analysts an, uite 
legiti ately, assign di erent polari ed results to 
di erent partial results and onditionally deri ed 

ndings, treating the  as ore or less i portant. 

his approa h has also odeled arious types 
of orruption, the assu ed arriers of orrupt 
beha ior, their si pli ed hara teristi s, and 
e en, ith the si pli ations that appear in su h 
an approa h, athe ati al odels that represent 
the degree of orruption are being reated. It is 
i portant to keep in ind that su h athe ati al 

odels need to be analy ed hile aintaining 
a degree of skepti is  be ause their reliability 
depends on the per eption of the reator of the 
input para eters of the odel.

1. ECONOMIC TRANSITION PROCESSES AND 
CORRUPTION 

he establish ent of de o rati  so iety, the rule 
of la  and arket e ono y in transition ountries 

ake it di ult and o ple  to ta kle pheno ena 
related to ri e and hi h are ontrary to 
funda ental so ial and i ili ation prin iples. 

he orruption irus in the ollapsed transition 
so ieties has largely a e ted the publi  se tor, so 
this pheno enon has a syste i  hara ter.

In the onditions of sudden abandon ent of the 
pre ious so ial syste , before the ne  so ial 
syste  is built and a epted, a a uu  arises in 
which, on the one hand, there is a confusion of 

oral alues, and, on the other hand, a i ture 
of politi s and ri e  is established, in hi h 
orruption be o es pea e ti e ri e  Mappes

Niediek, 200 , and politi ians are a ne  lass of 
nan ial a u ulators. Morality and politi s are in 

the ulti ate di hoto y, and the tissue of the state 
and so ial institutions is signi antly redu ed, on 
which we base the thesis of collapsed societies. 

 nu ber of post o unist ountries ha e 
e perien e a failure to i ple ent this transition. 
In those ountries, ith the foundation for 
transition still la king, the prospe t for syste i  
orruption is present, hi h is a ributed to the 
i posed  and one sided and s i  appli ation 

of e ono i  liberalis .  y for ing stabili ation 
and short ter  de elop ent e e ts, and al ost 
e lusi ely the for ed uantitati e side of the 
rapid o nership transfor ation, the e ergen e 
and de elop ent of apitalis  in these ountries 
ould not be anything but fast, i ature ... 

and proble ati  I S ulletin, 1 8 . It is the 
result of the appli ation of the neo liberal odel 
of e ono i  gro th, su h as the Washington 
Consensus, installed in the e ono i  poli ies of 
post o unist ountries od i , ., 200 .

he arket e ono y, ho e er, re uires ade uate 
institutional stru tures, the adapti e e ien y  
of e ono i  entities and pri ate property in a 
o petiti e ilieu, and thus transition an only 

be arried out gradually, sin e these are o ple  
and long pro esses based on a o pletely ne  
organi ation, ne  la s, hanging the beha ior 
of arious e ono i  entities.  his is in line ith 
Stiglit  analyses, a ording to hi h the neoliberal 

odel negle ts the instru tions of neo lassi al 
theories a ording to hi h o petition and 
pri ate property are e ually ne essary for the 
fun tioning of the arket e ono y in ter s 
of Pareto efficiency . Sho k therapeuti  odel 
of pri ati ation is easy to i ple ent, but su h 
pri ati ation does not ontribute to the reation of 
a arket e ono y. It is true that, if pri ati ation 
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is arried out in ore or less non genuine ays 
and in an en iron ent that does not ha e the 
ne essary institutional infrastru ture, this an 
eopardi e the long ter  prospe ts for building a 

arket e ono y. orse yet, thus reated interests 
of private property contribute to the weakening 
of the state and under ining of the so ial order 
through orruption eddling ith legislation  
Stiglit , J., 1 .

he disintegration of the post so ialist state is 
based on the assu ptions about the o unist 
institutions as ri inal  and un ustly orrupt  in 
the pro ess of transition, hi h is hy they need 
to be ui kly repla ed ith arket institutions that 

ill the sel es o e ith pri ati ed property. 
Na ely, the e perien e of other post o unist 
ountries sho s that the initial role of the state in 

the pro ess of transition to the arket e ono y 
ust be e phasi ed. 

his is a on r ed rule regardless of the on ept 
of the ountry s e ono i  role. In the onditions 
of a eak or dysfun tional rule of la , orruption 
be o es  hi h is a parado   one of the 
regulators of the so ial and e ono i  syste  
Vuko i , S., 200 . Neoliberal and a ti ist state

inter entionist  on ept of transition strategy 
re uires a strong de o rati  state.   strong 
state  is, rstly, ne essary for the s ooth 
fun tioning of the arket e hanis  and its basi  
institutions, pri arily the prote tion of property 
and contracts.

It has been sho n that the e pe tation that 
arket institutions ill arise fro  the sel es ith 

de ned proprietary rights as a big illusion. iberal 
refor ers ere on in ed that institutions ould 
pursue private ownership, and that in accordance 
with Coase’s theory 1 7  property ould be 

ui kly redistributed to e ient entrepreneurs. 
or the riti s of neo lassi al re ipes Stiglit , 

1 , olodko, 2000 , it is a re erse pro ess  
pri ate property is follo ed by institutions, i.e. 
for the reation of arkets in transition ountries 
institutional se ng is the ost i portant fa tor 
for the onstant e ono i  gro th. Neo lassi al 
e ono ists, these riti s interpret, si ply do not 
understand the institutional re uire ents that are 
alid for reating a arket, as they si ply take it 

as a gi en . lready a er ten years of transition, it 
turned out that riti s are right  Coase s argu ents 
are not alid be ause, on the one hand, the pri ary 
and se ondary arket did not be o e a reality  
so that the property as plundered ore than it 
as re sold,  and, on the other, for sustainability 

to be iable, it is not only i portant for property 
rights to be learly de ned, hat also a ers is 
ho  they are de ned.

he beginning and i ple entation of the 
transition pro ess in osnia and er ego ina is 
hara teri ed by the deepest transition risis 

in South ast urope. hese pro esses are 
a o panied by a strong so ial di erentiation and 
rapidly o uring po erty of ost of the population. 
In addition, osnia and er ego ina, on the one 
hand, also experienced the physical, biological 
and substantial de onstru tion of so iety aused 
by terrible ar destru tion. 

he enor ous enri h ent of a s all nu ber of 
indi iduals a o panies so ial o e ents, so ial 
di erentiation, pauperi ation and destru tion. 

uisition of o ernight  ealth is ost o en 
asso iated ith orruption as a per ei ed negati e 
pheno enon of transition. ut, as is pointed out, 
no so iety is i une to orruption, e en those 
that ha e su essfully o pleted the transition. 

he di eren e is that in ruined transition so ieties 
orruption de elops at su h a rate and intensity 

to seriously e a erbate and a a k so ial tissue 
as a ar inogeni  substrate  ean hile, this 
pheno enon in de eloped so ieties is pla ed 
under the ontrol of institutions. he pheno enon 
and di ensions of orruption threaten to be o e 
one of the ost serious proble s that these 
so ieties and the estern alkan ountries are 
facing.

he transition pro ess, therefore, akes the 
lo us of orruption standpoints, hose sour es 
are stru tured a ording to a syste ati ed 
approa h to  3

1  institutional non-construction, a a uu  in 
hi h the ruling parties apture the state , hi h 

en ourages and de elops a onfusion about oral 
alues   and beha iors, in hi h orruption be o es 

the usual ay of life  

2  state control of economic flows  

 poverty so iety, that fa ors the dis rediting 
of professional ethics and encourages the illegal 
a uisition of aterial bene ts  

 unprepared privatization through oney 
laundering, iolations of legal pro edures in the 
pro ess of pri ati ation, orruption of publi  o ials 
in ol ed in the ery a t of pri ati ation  

 idespread tolerance for orruption a ong 
iti ens in the sense of the slogan e ery go ern ent 

is orrupt  and the usual gratitude  to indi iduals 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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spe i  a ti ities e.g. do tors, tea hers, a endants, 
et .  

 the appearan e of a new class of tycoons 
re ruited fro  the ranks of the for er regi e and 

ar pro teers  

7  the war destruction of the society, which 
allo s for the looting and ar pro teering, and 
the onsolidation of organi ed ri e the regular 
appearan e of bringing ri inals to the i il ser i e .

hus, the rapid disintegration of totalitarian 
regi es a ording to state parti ipation in the 
e ono y reated a legal and institutional a uu , 
longer than e pe ted, and orruption is a natural 
onse uen e of a o bination of the ay in hi h 

transition itself is taking pla e Stiglit , 1 8, 1 , 
2002 . In so ieties ith unorgani ed institutions, 
orruption is ostly asso iated ith the so alled 

political corruption, and related al ersations and 
o issions in the pri ati ation pro ess. buses during 
pri ati ation designated in literature as privatization 
of nomenclature or tunneling  are re inis ent of 
the orst for s of initial a u ulation of apital. 
Moreo er, the inter o enness of the ne  politi al 
elites and the ne ly for ed nan ial a a is ore 
than visible. 

here is al ost no transition ountry in the 
pri ati ation of hi h there as no o urren e of 
orruption and arious for s of al ersations in 

general. he pri ati ation pro ess as regularly 
follo ed by a or or inor s andals, hi h o en 
led to the conclusion that the plunder of state / 
social property was in favor of a very narrow group 
of people ho, either through suspi ious nan ial 
transa tions, or through ne ly for ed politi al 
onne tions and in uen e, a uired a substantial 

part of yesterday s state  so ial property.

2. ECONOMIC SOURCES OF SYSTEMIC CORRUPTION 
IN BOSNIA AND HERZEGOVINA

o using on the situation in osnia and er ego ina 
sho s that orruption is not an un o on 
ondition, but rather a rule ith the uali ations 

of syste i  disease , hose auses an be sought 
in institutional and i il ultural fa ts. In osnia 
and Herzegovina, these sources lie in the new 
1  ethni ly di ided stru ture of the state and 

its e ono i  neoliberal fun tioning, in hi h the 
politi al national elites o er their orruptions 
with divergent visions of Bosnia and Herzegovina.

ost ar e ono y of osnia and er ego ina 
as for ed t o di ensionally  on the one hand, 

based on neoliberal ideology, and on the other, 
pro isions of the ayton gree ent. or osnia and 

er ego ina, the ountry of spe i  spe i ities , 
ho e er, su h a pa kage o bined ith general 

a roe ono i  and politi al instability an not 
only ake it di ult to a hie e an en iron ent for 
e ono i  de elop ent, but ust its aintenan e 
see s a deli ate and al ost unsol able proble  
of ourse, if it is le  to its o n  ethnonational 
strategies Sto ano , ., 1 . he transfer of s al 
so ereignty to the t o entities and r ko istri t 
fa ors the untou hability of the a tors of orruption, 
sin e the orruption of so e high ranking o ials 
and politi ians is still largely interpreted as an a a k 
on national integrity and identity of the entire 
ethni  group. nder su h onditions, osnia and 

er ego ina is in arnated in a ery a bi alent 
situation, in hi h osnian er ego inian so iety 
lost its internal capacity for self-sustainability, 
and hose future is tied e lusi ely to e ternal 
in enti es.  

his reated a eak state. ith a non onstru ted 
politi al ulture for a transparent ser i e of iti ens 
and entrepreneurial so iety, this eak state si ply 
en ourages the for ation and aintenan e of 
paralel structures that have real power, and that carry 
out organi ed ri e and orruption. he ayton 

gree ent ade osnia and er ego ina a loose 
union, hi h has no possibility of a roe ono i  

anage ent of its e ono y and reali es ethnic 

privatizations. s uasi state institutions, the entities 
are strong enough to eopardi e the fun tioning of 
Bosnia and Herzegovina as a whole, but are also so 

eak that they an neither se ure the fun tioning of 
the arket e hanis  nor pre ent the orruption 
of their uasi state apparatus. ll this, in fa t, says 
that a real a uu  has e erged in ter s of the 
politi al and e ono i  fun tions of the state, and 
that, at the sa e ti e, de o rati  institutions and 

e hanis s of the arket syste  ha e not been 
reated. or e a ple. the ne  Cri inal Code of 

Bosnia and Herzegovina envisages the possibility 
of on s ating illegally a uired property, and the 
re ently adopted ri inal pro edure la  gi es ore 
powers to public prosecutors and the possibility for 
in estigati e bodies to re ord and sear h. o e er, 
the issue is not the laws, but rather the fact that 
they are not applied, be ause there is no politi al 
will.

he Cri inal Code of osnia and er ego ina4 in 
Chapter I  uni uely treats ri inal o enses of 
orruption and ri inal o enses against o ial and 

other responsible duties rti les 217 22 , hereas 

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 Cri inal Code of the ederation of i 5, within 
its o peten e, de nes orrupti e a ts in Chapter 

II, hi h arries the title Cri inal o enses 
against the e ono y, business and se urity of the 
pay ent syste .  he pro isions of the Cri inal 
Code at the sa e ti e point to, thus far re ogni ed 
for s of orruption, ost of hi h re e t on the 

nan ial syste  of the ountry. In assessing the 
le el of orruption, that is, the a hie ed le el of 
the ght against orruption, in addition to the 
afore entioned assess ent ethods, the sur ey

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 o parison ethod based on a representati e 
sa ple an pro ide rele ant data.

In the follo ing te t e present the assess ent of 
orruption pro ided by ransparen y International 

(CPI – Corruption Perception Index  in the ountries 
of estern alkans, adding Slo enia. he period 
fro  2007 to 201  has been adopted, hile the 
2012 esti ation, gi en the ne  ethodology of C I 
al ulation and the ine itability of the ne  indi ator 
ith pre ious years  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

 

able 1. Corruption er eption Inde  C I  in Region Countries 2007 201 .

Sour e  ransparen y International 201 , 2011, 2010, 200 , 2008, 2007 . Corruption er eptions Inde .
Note  Corruption er eption S ale 0 to 10 0  bsolute Corruption, 10  No Corruption

Ne  per eption 2012 201  0 to 100 0  bsolute Corruption, 100  No Corruption  

According to the Global Corruption Perceptions 
Index C I  report for 201 , the highest pla es 
a ong the ountries of the estern alkans 

ere  Slo enia 1st pla e a ong 17  ountries , 
Croatia , Montenegro , Serbia 72 , osnia 
and er ego ina 8 , Ma edonia 0 , oso o 

. In interpreting the C I, ho e er, a ertain 
reser ation should be gi en sin e this is a sub e ti e 
per eption of iti ens hi h in so e situations is 
riti ally aggra ated, su h as those at the ti e of 
ore intense pri ati ations or sudden dis o ery of 

orruption a airs a ong politi ians  and di erent 
fro  2012  ethodologies. In any ase, ide 

pre alen e of orruption in all ountries of estern 
alkans is un ertain. his is on r ed by other 

sour es of resear h odu l ak, M., 2010 , fo used 
on the per eption of anagers on orruption. t the 
regional average level, the survey shows that 42.2% 
of anagers belie e that orruption is a huge or 
i portant obsta le to business in the region  ithin 

this a erage, anagers  opinions a ross ountries 
ary onsiderably, ranging fro  8 .8  in oso o to 

2 ,  in i  and 2  in Montenegro .

Viewed through the regional average in the last 
de ade, the o on feature of the ountries of the 

estern alkans is a ertain stagnation in the ght 
against orruption, hi h on the one hand points 
to a lagging behind in de elop ent orruption is 
in a negati e orrelation ith e ono i  gro th , 
threatening a roe ono i , politi al and so ial 
stability, and desti ulation of in est ents o ing 
in, and, se ondly, failure to i ple ent anti
orruption progra s in these ountries.
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3. AREAS WITH WIDE-SPREAD CORRUPTION IN
BOSNIA AND HERZEGOVINA 

Corruption resear h fo uses on the areas of so ial 
engage ent fa orable to orruption.  fa orable 
en iron ent in the areas of orruption reates 
an opportunity for its in uen es and e pansion 
into the s allest stru tural pores of the so ial 
stru ture. It should also be borne in ind that 
gi en the spe i  nature of orruption resear h, in 
spe i  orruption prone seg ents it is possible 
to so eti es ha e di erentiating per eptions of 
iti ens, based on hether the resear h is fo used 

on the lo al o unity or the hole so iety . 
o e er, the shi s and isunderstandings in the 

hierar hy of areas that are ulnerable to orruption 
are not re e ted in a ore signi ant general trend.

A decade and a half ago, Transparency International 
i  2002  on luded that one of the ost 

pronoun ed for s of orruption in i  is the 
a oidan e of obligations to ards the state , hi h 
is anifested through  a oiding pay ent of 
usto s, e asion of ta es and duties and bribery of 

inspectors, which reduced public revenues in 
Bosnia and Herzegovina by one third.

 re ie  of trends in orruption in the pre ious 
de ade and a er 2002 201  sho s that areas 

here iti ens ost o en per ei e orruption 
generally re ain high intensity le els seg ents 
of so iety that iti ens onsider the ost orrupt 
in lude politi al parties, legislature, udi iary, ta  
obligations, ith edu ation and publi  pro ure ent 
oining the  in re ent years .

 fre uent state ent is that the state is a den  
of orruption. s a rule, any state inter ention, 
potentially, represents the opening of a spa e 
for orruption. State inter ention hanges the 
position of sub e ts in the e ono i  syste . 
State inter ention reates hanges that i pro e 
the position of so e sub e ts and e a erbate the 
position of others. his reates a spa e for orruption 
be ause those ho see their position i pro e ill 
be ready to gi e the reators of syste i  solutions 
so e of the ne  e e ts ith an additional oti e 
to ake fa orable hanges e en ore fa orable. 

his part of orruption is o en not in luded as 
part of the o erall esti ated e tent of orruption. 
Moti ation for this kind of orrupti e beha ior an 
be di erent. ording to a bsdor  2002, pp. 
11 120 , the ost fre uent pheno enon is the 
o pli ated instability of institutional solutions 

as ell as ad inistrati e pro edures, hereby 
state inter ention ai s to a hie e ore than is 
ob e ti ely possible. 

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

hus, the spa e opens up to de elop  orruption 
through the o er o ing  of these o pli ated 
pro edures and institutional solutions.

4. PARAMETERS OF BATTLE AGAINST CORRUPTION

In stereotypical approaches, the success of 
the ba le against orruption and the future of 
orruption itself, to a great e tent, as seen fro  

the a tudes of respondents in pre ious resear h, 
depends on the establish ent of alid legislation, 
then the de elop ent of institutions of the syste , 
i il so iety and edu ation. In the ase of osnia 

and Herzegovina, it is usually referred to the 
ne essary hanges to the le tion a  and the a  
on inan ing of oliti al arties, and to i pro ing 
the a  on ubli  ro ure ent. Nor ally, this 
set of easures is added to the role of the edia 
as the edia an play a po erful role in pu ng 
orrupti e a tions in the li elight, so it is ne essary 

to har oni e the entity s la s on freedo  of 
a ess to infor ation ith the state la , ith the 
introdu tion of penalties for non o plian e. In a 
situation here it is di ult to pro e the e isten e 
of orruption in fa t and on the part of the udi iary 
authorities, a edia a paign to e pose and 
appoint orruptors an yield signi ant results. 

ree edia ha e a sti ulating role in e ono i  
de elop ent, espe ially in the ght against po erty. 
In itself, su h a ti ity eans less orruption, sin e, 
so eti es, the edia rating has a higher eight 
than so e on i tion o ing fro  a politi al, state 
or judicial authority.

 f ourse, the e planation that orruption an 
be suppressed by the appropriate institutional 
stru ture and la s, the de elop ent of i il 
so iety, the ad an e ent of edu ation and the 
greater fo us of the edia on the publi  sta ping 
of pheno ena and a tors of orruption is indeed a 
global theoreti al fo us on urbing orruption, but 
not a o plete fra e ork for eradi ating both the 
nor ati e publi  spa e and the orruption entality 
in hi h orruption pheno ena are e erging and 
e panding. spe ially sin e orruption in so e 
situations does not al ays produ e negati e e e ts, 

hi h is the ase hen a bad or klepto rati  state 
ad inistration i poses har ful regulation and 
thus i pedes nor al business transa tions, so the 
best ay to eli inate not only orruption but also 
its har ful e e ts is to eli inate bad and har ful 
regulation Mi ato i , ., 2007 .
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he elaboration of para eters for the ght against 
orruption is pla ed in t o opposing theoreti al

ideologi al fra e orks

● he rst is inter entionist  it refers to the 
arked politi al ill of politi al and legislati e 

po er and the deter ination of the authorities to 
syste ati ally ta kle the hallenges of orruption, 

hi h in prin iple assu es a strong state . he 
absen e of a strong state  in this approa h, hi h 
is idespread a ong analysts in orruption in the 

estern alkans, al ays i plies a iolation of the 
la  and the absen e of pro edures, and ulti ately 
results in corrupt behavior of civil servants.

● he other is libertarian  this approa h is present 
in the estern alkans only through the opus 
of rare individuals. In all likelihood, the leading 
libertarianist e ono ist in this area is oris ego i  
2007 , a ording to ho  orruption is analyti ally 

positioned to redu e the bene ts of orruption and 
in rease osts for parti ipants in orruption ork. 

he bene t of orruption e ists in onditions of 
ounterprodu ti e state inter ention, i.e. la k of 
o petition, in onditions here a large rent is 
reated. In this approa h, through deregulation 

and liberali ation, the bene ts of orruption for 
orruptors are re o ed. In reasing osts for 

parti ipants in orruption in ol es in reasing the 
transa tion osts of su h businesses, as ell as the 
e pe ted penalties for the ri e of orruption. he 
resol e, that is, the politi al ill and good ele ents 
of a strategy e bedded in sound, liberal e ono i  
poli ies, are the pre onditions for e e ti e ghting 
against orruption. If this is a hie ed, on rete 
institutional or organi ational solutions are not of 
ru ial interest  di erent solutions an ork ell 

if the abo e pre onditions are et. he pre ious 
positi e e perien es fro  ountries ghting against 
orruption sho  that the strategy of o bating 
orruption as based on three o ple entary 

anti orruption le els Rol i , ., 201

1  ell de eloped situational pre ention , that is, 
the li itation of opportunities for orruption,

2  in reasing repression against o enders,

 hanges in ultural pa erns in so iety.

5. CORRUPTION REPERCUSSIONS ON THE 
FINANCIAL SYSTEM

 
he ost dra ati  onse uen es of orruption are  

a de line in e ploy ent, a slo do n in e ono i  
a ti ity, rising pri es, losing on den e of foreign 
in estors and, onse uently, the gro th of publi  
debt.

In arious parts of the arket, orruption leads 
to an une ual position those entities that a t 
in a ordan e ith e isting arket onditions 
and rules, hen o pared to entities that, using 
orrupti e e hanis s, a hie e an apparent 
o petiti e ad antage. t the sa e ti e, there is a 

false pi ture of the ost e e ti eness of those ho 
base their o petiti e ad antage on orrupti e 
beha ior. he inade uate arket onditions further 
redu e in est ents in te hni al progress and 
inno ations hose return and eri ation period is 
in o parably slo er than erifying  the e e ts of 
orruption.

As a result, healthy entrepreneurship and 
o petition on hi h the o parati e ad antage 

and e ien y of the arket e ono y syste  
rests  are de lining, and at the sa e ti e, the 
entrepreneurial power within the country is being 
destroyed.

istrust in the fun tioning of state institutions and 
the state s legislation is re e ted by foreign in estors, 
those ho are in lined to o ply ith national 
legislation and a ra t in estors ho the sel es 
sho  high preferen e for orruption and ho 
base their o petiti e ad antage pre isely on 
orruption. hat is hy any in est ent pro e ts 

hardly pro e their e ono i  iability, hi h redu es 
in est ent in the ountry. Conse uently, the o erall 
e ono i  a ti ity and e ploy ent in the ountry 
are reduced.

he result of orruption is the reation of a spe ial 
type of business en , na ely renters, in the 
transition ountries alled ty oons , hi h in rease 
their ealth by renting rather than in esting. 

y restri ting the pro ess of pri ati ation ainly 
non pro t publi  enterprises re ain on the arket  
they are not e posed to arket eri ation by 
pro ing they are apable of aking pro ts. t 
the sa e ti e, they their doors ide open for 
further strengthening of orruption by passing 
the burden of losses onto public revenues with 
unprodu ti e e ploy ent ontrary to real needs. 

inally, the traditional anifestation of orruption 
is represented by various types of tax evasion, 

hi h, by li iting the state s potential to nan e 
publi  needs, dire tly redu es e ploy ent and the 
possibility of apital in est ent.
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Countries that, through their e hanis s, 
fail to ontain orruption ui kly get a bad 
reputation in ter s of realiability of business 
dealings, and thus they only su eed in a ra ting 
business en ho only deal in unregulated arkets. 
As stated in the preceding part of the text, there 
are no e a t indi ators of orruption that ould 
allo  a reliable easure ent of the le el of 
orruption in a ountry. Measure ents used in 

s ienti  and professional ir les are based on the 
deter ination of sele ted indi ators a ording to 

hi h the ethod of o parison establishes trends 
of this pheno enon. In these o parisons, regional 
o parisons are of parti ular i portan e be ause 

they are about the appro i ate geographi al, 
so ietal and politi al onditions in hi h e ono ies 
are developing.

or this analysis, e ill use se eral e ono i  
indicators that indicate the trends in which it 
is possible to accept the conclusion that these 
de elop ents are, in part, the onse uen es of 
orruption, a ong other fa tors.

In the analysis, we will use the following indicators 
hi h do not end only ith the list o ered  , 
o e ent of foreign dire t in est ents, trends in 

the labor arket and o e ent of the ountry s 
redit rating.

Co parison is done bet een Slo enia, Croatia, 
osnia and er ego ina, 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 - 

able 2. Certain Ma roe ono i  Indi ators in the Countries of the Region 2010 201 .

Sour es  1. orld bank, ata, , gro th, annual  2. orld bank, oreign dire t in est ent, net   
.  urostat, ey gures on urope 201  edition abour arket  urostat   

Candidate ountries and potential andidates  SI  e ploy ent

he greatest dyna i s of the  gro th rate is e -
pressed by Kosovo as well as Macedonia, which is 
not only an e ono i  result, but also the result of 
the engage ent of international for es and institu-
tions that support the stabili ation of their politi al 
ir u stan es. Montenegro is ranked third in the 

circle of selected countries and its growth is based 
on oining the N  pa t and in est ents in its in-
frastru ture, hile Slo enia and Croatia are sho ing 
gro th in line ith the o it ent to uropean 
funds. i  and Serbia are sho ing all the hara ter-
isti s of ountries that are still not supported by the 
international o unity to the e tent e pe ted, 
and they sho  slo  gro th in hi h it is realisti  
to belie e in the onse uen es of arious for s of 
orruption.

In the I area, all the ountries of the region sho  
a de line in foreign in est ents, hi h is an indi a-
tor of the ontinued presen e of insu ient in es-
tor on den e, in part due to the urrent orrup-
tion ratings. he olu e of in est ents is odest, 
espe ially onsidering the fa t that ost foreign in-
est ent are o posed of utual in est ents of 
ountries in the region, and that real  foreign in-
est ents fro  de eloped ountries are still od-

est.

he onse uen es of the  and I trends ha e 
also resulted in a drop in e ploy ent, hi h is par-
ti ularly pronoun ed in the ase of i  and oso o. 
Institutional trust and in estor safety, in addition to 
the geographi  bene ts of the region and any of 
the bene ts of a ailable labor apa ities, are still 
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apparently unsu essful gaining arket eri ation. 
In support of these conclusions, all the countries of 
the region ha e ostly the sa e ratings.

naly ing the proble  of orruption in onitoring 
the o e ent of e ono i  indi ators, e arri e 
at a ore reliable pi ture of the onse uen es of 
orrupti e a ti ities, and an ake ore reliable 
udg ents on the prin iple of per eption than the 

dete tion of orruption.

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

Corruption results in aterial and non aterial 
bene ts. here is no ob e ti e data on the e tent 
of orruption e pressed in onetary alue, but 

hen it o es to the for  analy ing the for  
that orruption a ti ities ulti ately take, it is 
undoubtedly oney. Money enables the a tors of 
orruption ith in reased obility in the further 

use of orruption results, and the pri ary fo us 
of ountries and the international o unity is 
ai ed at pre enting oney laundering. Monitoring 
the tra e of oney is a ongst the ost e e ti e 

ethods to re eal orruption a ti ities. Money 
laundering is the legali ation of nan ial assets 
a uired through ri inal a ti ities, or nan ial 
transa tions to hide the true origin of oney and 
other for s of apital.

hrough the onitoring and assessing of the s ale 
of oney laundering a ti ities, it is possible to arri e 
to rele ant esti ates of the e tent of orruption 
and other for s of organi ed ri e.

he basi  pro edures for oney laundering are the 
follo ing Vuko i , S., 200

● repla e ent or transfer of property arising fro  
the perfor an e of the prohibited a ti ity

● on eal ent or e asion of the origin of oney 
or on eal ent of the pla e here the oney is 
in ested, on eal ent of the purpose of using the 
property and the rights arising fro  the perfor an e 
of an illegal a ti ity

● on eal ent, pri ati ation of enterprises, 
unla fully a uired assets and so ial and state 
apital

o e er, in order for so eone to use the funds 
thus obtained ithout hindran e, those funds ust 
be legali ed and thus in luded in legal nan ial 

o s. arti ipants in oney laundering resort to 
arious nan ial transa tions to hide the true origin 

of oney, to ake it a legal eans of e hange in 
the oney arkets, but in doing so, they dire tly 
threaten the nan ial syste  of the ountry.

In these a ti ities, there is a hole hain of 
parti ipants ho use the kno ledge of nan ial 
e perts to sho  the oney thus a uired as legally 
a uired and pla e it in do esti  or international 
business a ti ities. or the purpose of oney 
laundering, weaker regulated and supervised 
banking syste s are ost o en used. In pra ti e, 
the so alled  underground banking syste  that is 
beyond the ontrol of state authorities is being used 
for these purposes.

here are a nu ber of di erent te hni ues of 
oney laundering, and they are o only referred 

to as oney passing through three stages

● in esting,

● on eal ent,

● integration

here are nu erous for s of oney laundering, 
and the ost i portant are  ash transa tions, 
ele troni  transfers, o shore nan ial enters, non
orporate groups, professional nan ial ad isers, 

online banking, ga bling, terroris  and others, 
such as the role of lawyers, notaries, accountants, 
auditors and other professionals in the process of 

oney laundering.

Corruption and oney laundering are shi ing fro  
higher to lo er le els of politi al de ision aking, 
in luding entire so ial strata. here are any auses 
of orruption in the e ono y, but its anifestations 
an take arious for s. Cri inals spend and in est 

illegal oney in di erent ays, and are usually 
grouped into the follo ing, four basi  for s 
Vuko i , S., 200

1. Spending illegally a uired pro ts 
through the purchase of goods and 
in esting in restaurants and hotels  
 
2. In esting dirty  oney into ser i e a ti ities 
espe ially ta i ser i es , and for su h oney 

transa tions to be professionally e e uted ri inals 
hire a orneys and other nan ial professionals

. Cri inals pro ide the sel es and their asso iates 
through in est ents, hi h they ha e illegally 
realized, a high social status, thereby gaining an 
opportunity to asso iate ith politi ians and to 
in uen e the legislati e a ti ity that they adapt to 
their interests

. Cri inals ha e their  politi ians ho they 
pay and thus parti ipate in the politi al life of the 
country by ensuring their interests in the highest 
social life.
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he e ono i  and politi al o ponent of orruption 
and oney laundering are hanging rapidly so as to 
be ore di ult to dete t, in order for the state 
authorities not to be able to pre ent and suppress 
orruption. herefore, kno ledge of e erging 

for s of e ono i  ri e, in parti ular orruption 
and oney laundering, is ne essary in order to  
e a ine the onditions, auses and other rele ant 
ir u stan es fa oring the reation of these a ts in 

a gi en period and to take ti ely and  or e e ti e 
easures by the state and other entities of the 

so iety ith the ai  of pre enting and o bating 
orruption.

Re o ing su h ir u stan es, ith the ons ious 
and organi ed a ti ity of state institutions and 
the whole society, is sure to reduce the risk of the 
de astating onse uen es of orruption. Control, as 
one of the po erful ays of pre ention, should o er 
all areas of e ono i  and non business a ti ities 
that are endangered by orruption and oney 
laundering. Control enables ti ely re ognition 
of ne  for s of e ono i  ri e and identi es 
ri inal a ts of orruption and oney laundering. 

It should be kept in ind that ith the de elop ent 
of international and other relations, orruption and 

oney laundering get ne  for s, ith ontinuous 
i pro e ent and  utili ation of ne  and di erse 

ethods and tools that are in reasingly applied in 
pra ti e. So e of the basi  hara teristi s of oney 
laundering resulting fro  orruption and other 
predi ate o enses are irks, ., 1

irst, the global nature of the pheno enon of 
oney laundering akes geographi al boundaries 
ore and ore irrele ant. Money launderers tend 

to shi  their a ti ities to urisdi tions here s all or 
poorly established anti oney laundering easures 
are in place.

Se ond, a large nu ber of traditional oney 
laundering te hni ues are re ealed, su h as 
stru turing transa tions to a oid reporting 
re uire ents, ash s uggling, urren y on ersion, 
and the use of o shore nan ial enters, hi h  
re ain the ost pro inent ethods for hiding 
pro ts obtained through ri inal a ti ities. Various 
for s of Internet usage, su h as asino ga bling 
and banking related a ti ities, as ell as ele troni  
internet banking are increasingly providing 

e hanis s that ould be used for fast oney 
o e ents, hi h are in reasingly de iating fro  

the use of traditional paper urren y in industriali ed 
countries.

hird, there is an up ard trend a ong oney 
akers to o e a ay fro  the banking se tor to 

the non banking nan ial institutions.

ourth, there is a steady in rease in the a ount of 
ri inal ash that is being s uggled out of ountries 

for pla e ent in nan ial syste s abroad. In any 
urisdi tions, there are no border  re ords that 

ould follo  the path of ash o s, and it is uite 
easy for oney launderers to o e large su s of 
cash over land borders to other countries.

i h, the trend ost fre uently obser ed in 
oney laundering is the in rease in the use of non

nan ial businesses or professions that are not 
related to banking institutions. Money launderers 
are in reasingly re ei ing help fro  professional 
helpers such as accountants, notaries, lawyers, real 
estate agents and brokers in the purchase and sale 
of lu ury goods, pre ious etals, and e en durable 
onsu er goods, te tiles and other produ ts that 

are part of i ports and e ports. ll of these bene ts 
use a wide range of resources to obscure the origin 
and o nership of proble ati  assets. he use of 
outsour ing o panies, usually established ithin 
the urisdi tions of o shore nan ial enters, is one 
of those o on resour es.

Money laundering needs to be treaded as an 
a o panying o urren e of organi ed ri e 
because, according to the degree of social danger, 
it is one of the ost dangerous aspe ts that a e ts 
the foundations of the national e ono y. nla ful 
a ti ity, based on these ri inal o enses, gi es the 
organi ers enor ous aterial gain, sin e a er their 
legali ation , it is possible to use it in the pro ess of 

all other legal a ti ities. Money laundering is o en 
perfor ed as an i portant part of the a ti ities 
of organi ed groups, and in any ases the ery 
organi ers are persons in i portant positions in the 
state ad inistration or the pri ate se tor, i.e. persons 

ith a high so ial status. rofessional ri inals o en, 
in order to organi e oney laundering, are linked 
to reating po erful groups, gangs, hi h ha e a 
foothold in the poli e, the udi iary authorities and 
a ong politi ians. he psy hologi al o ponent of 

oney laundering indeed points to politi al aspe ts, 
because those who decide to get involved in such 
dealings are typi al representati es of that part of 
the authorities ho are skillfully in ol ed in politi al 
a ti ities.

he a ount of oney laundering an hardly be 
reliably esti ated, although esti ates are ade 
using indire t indi ators of pay ent transa tions, 
the a ount of oney in ir ulation, and the like. 

he latest esti ate as published by C Price 
Woterhouse Coopers  a ording to hi h in the S  
the olu e of oney laundering rea hes 2  of 

 or about 1 trillion S  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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he proble  of oney laundering is dire tly 
re e ted on osnia and er ego ina, hi h, 
due to insu iently har oni ed legislation and 
insu ient o it ent to this issue, su ers 

arket onse uen es. Na ely, despite establishing 
the basi  legislati e basis, there are strong risks 
of oney laundering based on ine ien y in the 

ght against organi ed ri e and orruption, as 
ell as a e pts to use the territory of osnia and 
er ego ina to nan e terroris . In the report of 17 

Septe ber 201 , published by Money al Co ity, 
osnia and er ego ina is lassi ed as a group of 
ountries ith a ery high risk of oney laundering.

In the conclusions of this report, Bosnia and 
er ego ina has been arned of the short o ings 

of the oney laundering syste , ith parti ular 
e phasis

Conclusion 3 - Many indicators show that BiH 
is ulnerable to oney laundering and terrorist 

nan ing and is a ra ti e to organi ed ri inals 
and tax evaders

Con lusion   i  has i pro ed its ability to free e 
and on s ate assets and introdu e a pro ision for 
on s ating the re erse burden and applying the  

in pra ti e hi h ould undoubtedly strengthen 
the on s ation regi e. o e er, e e ti e 
i ple entation needs to be i pro ed, in parti ular 

ith regard to the routine appli ation of pro isional 
easures and the e e ti e e e ution of on s ation 

orders.

Con lusion .  he e e ti eness of the syste  for 
controlling physical cross-border currency transport 
is an issue of concern

Con lusion 11. here re ains a on ern regarding 
the le el of i ple entation of the onitoring 
o i ee for the g.

 

CONCLUSION

 

Corruption is u ng deeply into the ost li ing 
and orking seg ents of the ollapsed transitional 
so ieties. Sin e the beginning of transitional 
pro esses, authoritarian regi es, under the prete t 
of parlia entary de o ra y, in uen e the reation 
of for al and infor al net orks of orruption 
at all organisational le els. hese net orks are 
fa ing orruption or gaining illegal bene ts in 
the i ediate stru ture of the state leadership 
and anage ent at all le els. he un istakable 
on lusion is that the ruling politi al establish ents 

of these ountries are arked ith proto de o ra y, 
hi h in ludes de o ra y as the supre a y of 

the la , but in ter s of nor ati e risis, ithout 
de o rati  or politi al stru tures that an support 
it interdependent triangle  de o ra y  e ono i  
gro th orruption .

he orruption is the rule in the ruined transitional 
so ieties, ith uali ations of syste ati  
disease , auses of hi h ould be sought in 
institutional, histori al and ultural fa ts. In osnia 
and Herzegovina, these causes lie in divergent 
politi al isions resulting fro  the ethni ally di ided 
stru ture of the state union and in the i posed 
neo liberal odel of e ono i  de elop ent. he 
urrent rating on the state of orruption in the 
estern alkans says that there is a ertain 

stagnation in the ght against orruption, hi h 
on the one hand, refers to gro th retardation 

orruption is negati ely orrelated ith e ono i  
gro th , endangering the a roe ono i , politi al 
and social stability, and discouraging the arrival of 
in est ent, and on the other hand, failure of the 
i ple entation of anti orruption progra s to a 
certain extent. State institutions si ulate e orts to 
o bat orruption, but a tually ha e no interest in 

the su ess of the pro e t of ghting orruption and 
strengthening the capacity of the police and local 
authority. he ain proble  of i ple entation of 
anti orruption progra s is the la k of politi al ill, 
regardless of the existence of laws in this area that 
are nor ati ely ery good, in ost ountries of the 

estern alkans. Monitoring the pro ess of ghting 
orruption re uires, in addition to the parti ipation 

of state bodies and the international o unity, 
the a ti e parti ipation of the edia and the i il 
sector.

e ause of the di erent orruption net orks and 
their inter relatedness, any isolated a tions to urb 
it cannot provide results in the long run. Due to the 
fa t that orruption is the sis te  at  is authority 
pro e t, te porary e e ts that be o e ore 
transparent at so e point of the pressure fro  the 
international o unity, ill not be healing for 
this so ial disease . he easure, hi h ould be 
enforceable and which would give results in the long 
run, refers to the establish ent and de elop ent 
of the rule of law and raise of the living standards 
of iti ens and e ono i  le els of so iety in 
general. This would gradually lead to the exclusion 
of the sour es of orruption. he su ess of the 
struggle and the future of orruption depend on the 
establish ent of alid legislation to a large e tent, as 
e ident fro  the a tudes of the respondents in the 
study, and on the de elop ent of state institutions, 
i il so iety and edu ation. he a end ents to the 

legal pro isions, su h as the le tion a  and the 
a  on inan ing oliti al arties, and i pro e ent 

of the a  on ubli  ro ure ent are ne essary. e 
should not ignore the role the edia an play in 
denouncing the corrupt acts. It is necessary to 
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har oni e the entity la s on freedo  of infor ation 
ith state la s, ith the introdu tion of penalties 

for non o plian e ith the la . In a situation 
here it is di ult for udi ial authorities to pro e 

the e isten e of orruption, one edia a paign 
an bring signi ant results in e posing and na ing 

the arriers of orruption. nrestri ted edia 
ha e a sti ulating role in e ono i  de elop ent, 
espe ially in the ght against po erty. herefore 
su h a ti ity eans less orruption be ause, 
so eti es, the edia rating arries ore eight 
than the onde nation of any politi al, state or 
judicial body.

Corruption and organi ed ri e as parts of the sa e 
proble , disturbing the established legislation in 
the ountry, are pri arily a a king nan ial syste  
of the ountry. he oti e of orruption and ri e 
is oney. Money, or dirty oney  leads to da age 
to the reputation of the ountry and re e tion of 
those ho ant to a hie e o parati e 

ad antages at the arket ith their kno ledge and 
a ra ts those ho ha e the ability to ash oney  
and through the legal institutions of the syste  to 
a hie e their o n goals only, negle ting so ial al-
ues.  he e tent of orruption and organi ed ri e 
annot be easured and it is di ult to assess it 
o prehensi ely. espite the a epted per eption 

of the e tent of orruption, there re ains a reser e 
in ter s of its reliability and representati eness of 
the sa ples used and the adopted para eters.  
per eption based on e a t indi ators that indi ate 

o e ent dire tions and trends of sele ted e o-
no i  indi ators of those e ono i  a ti ity through 

hi h, by e perien e, holders of orruption and 
organi ed ri e legali e their dirty oney  in the 
easiest ay, see  u h ore reliable. n the oth-
er hand, a roe ono i  indi ators arising fro  the 
business relationship in the international o uni-
ation of the ountry and in estors hose pri ary 
oti e for the o petition is the pro t a ained, 

on r  this per eption. 
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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
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INTRODUCTION

 

S all businesses ake up .7  of .S. e ployer 
r s, a ount for  of all .S. sales, and onsist 

of fe er than 00 e ployees .S. S all usiness 
d inistration, 201 . Many s all, independent 

retailers fa e intense o petition fro  national 
depart ent store hains and o enti es struggle to 
sur i e re al, Rogge een, u inelli,  Spen e, 
201 . Many ha e li ited nan ial resour es and 
are fa ed ith the daunting task of de iding here 
and ho  to allo ate funds for arketing, o pany 
e pansion, and the introdu tion and de elop ent 
of ne  in entory lines. urther ore, e ployee 
training, if a ailable, is o en ondu ted in house by 
the o ner and or e isting e ployees. espite the 
hallenges fa ed by s all, independent retailers, 

they pro ide aluable resour es to o unities. 

hese retailers enhan e the o unity lands ape 
by in reasing the di ersity in shopping opportunities, 
e ploy ent, and a ting as sales ta  resour e 
generators.

Retailers throughout the industry, including big box, 
fran hise, hain store and independent o panies 
alike, are realizing that products and/or services 
alone are not su ient to keep an organi ation 
pro table, sin e arketpla e o petition is at 
an all ti e high. o be su essful long ter , 
retailers ust go beyond selling produ ts and 
ser i es  they ust be in the business of satisfying 
onsu ers osseini, Mosayebi,  horra , 201  

Muha ad, Musa,  li, 201 . he hallenge 
ho e er, is identifying ho  to best satisfy 
onsu ers urhan, 201 . Resear h suggests that 

retailers take a holisti  approa h hereby a ariety 
of onsu ers  needs are e a ined e.g., i   

a horst, 2010 . Shopping on enien e, breadth 
and depth of produ ts o ered, store en iron ent, 
a bian e, and sales asso iates are all aspe ts that 
retailers try to adapt in a pleasing ay to enti e and 
retain onsu ers. ltogether, onsu ers  shopping 
behavior (i.e., their willingness to stay in the store, 
bro se er handise, and ake pur hases  is 
ulti ately in uen ed by the store en iron ent 
Sinha  niyal, 200 . he de iding fa tor of a 
onsu er s le el of satisfa tion ith a store is o en 

not based on the pur hase or the produ t  it is the 
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ood and intensity of e otions garnered fro  the 
store en iron ent and e perien e Sa hde a  

oel, 201 . 

he study of shopping en iron ent is not uni ue 
to the onsu er beha ior resear h literature, nor 
is fe ale onsu ers  per eptions of the shopping 
en iron ent e.g., Mi hon, Chebat, u,  e arie, 
201  re ently studied fe ale onsu ers  

per eptions of the shopping all en iron ent . 
he u taposition of resear hing fe ale onsu ers  

le el of satisfa tion ith the s all fashion hain 
store en iron ent, ia generational ohort, is 

here the gap in the literature lies. Sin e s all, 
independent fashion chain stores face considerable 
o petition and ust set the sel es apart i.e., 

gain a o petiti e ad antage  fro  national retail 
hain stores, this study seeks to in estigate fe ale 
onsu ers  satisfa tion in regards to the follo ing 

store en iron ent ariables  store at osphere, 
ease of shopping, and sales asso iates fro  the 
standpoint of a s all business hain. In doing so, 
this study ill  1  utili e data obtained ia a sur ey 
ondu ted for a s all, independent fashion hain 

store lo ated in the Southeastern nited States  
2  analy e fe ale onsu er data ia generational 
ohort  and  test si  hypotheses t o per store 

en iron ent ariable .  pri ately o ned s all, 
independent fashion hain store s onsu er e ail 
database is used onsisting of 18 bri k and ortar 
lo ations in e states. enerational ohorts 
e a ined in the study in lude  S ings those born 
bet een 1  and 1  aby oo ers those 
born bet een 1  and 1  eneration ers 
those born bet een 1   1 80  and eneration 
ers those born bet een 1 81  2000 . 

THEORETICAL BACKGROUND 

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

Millions of dollars are spent annually by retailers 
on arketing and ad ertising in an a e pt to 
en ourage onsu er tra , enti e patronage, 
and instill satisfa tion. hese resour es are o en 

asted as a result of negati e in store s enarios 
Chang, Cho, urner, upta,  at hra esringkan, 

201  re al, aker, e y,  Voss, 200 .  boring 
or ine e ti e store at osphere, ine e ti e or 
insu ient nu ber of sales asso iates, or la k of 
shopping ease an o erride ad ertising e orts. 
Instead of satisfying onsu ers ith the pro ise 
of ne  er handise, a negati e en iron ent taints 
the shopping experience. Building upon previous 
resear h loe er  dekerken S hroder, 2002  
Chang et al., 201  Cho  ee, 2017  ati a  
Ra a ue, 201  re al et al., 200  i   i , 

2012  Sa hde a  oel, 201 , the authors propose 
that store at osphere, ease of shopping, and sales 
asso iates signi antly in uen e fe ale onsu er 
shopping e perien e satisfa tion. hrough the use 
of i kson s 1 82  general fra e ork for analy ing 
the ante edents of store satisfa tion, loe er and 

dekerken S hroder 2002  distinguish a person 
ante edent as onsu er relationship proneness, a 
situation ante edent as store i age, and a person

ithin situation as a positi e e e t. loe er 
and dekerken S hroder 2002, p.  de ne 
onsu er relationship proneness as a onsu ers 

relati ely stable and ons ious tenden y to engage 
in relationships ith retailers of a parti ular 
produ t ategory , store i age as the su ation 
of all a ributes of a store as per ei ed by the 
shoppers through their e perien e of that store , 
and in lude a positi e e e t as a person ithin
situation ante edent of satisfa tion be ause the 
positi e a e t a person e perien es is eli ited by 
a parti ular store situation or en iron ent.  his 
general fra e ork is appli able to the urrent 
study, sin e the authors are analy ing onsu er 
person ante edent  satisfa tion in regards to 

store en iron ent i.e., store at osphere, ease 
of shopping, and sales asso iates  situation 
ante edent  of a s all, independent fashion hain 
o pany person ithin situation ante edent . 

ording to i kson 1 82 , person situation 
seg entation an be analy ed ia groups of persons 
e.g., generational ohorts , sin e indi iduals or 

groups of persons ie  physi al and so ial se ngs 
di erently. s su h, this study analy es di eren es 
a ong generational ohorts.

LITERATURE REVIEW

Shopping is a popular past ti e for onsu ers, 
hether they are in their ho eto n, rela ing on 

the eekend or a ationing Sirakaya urk, kin i,  
Martin, 201 . Moti es and per eptions of shopping 
a ti ities are lassi ed into t o ategories  hedoni  
and utilitarian. edoni  shopping is undertaken for 
the sheer en oy ent of the a ti ity e.g., shopping 
for e elry or a ne  ou it . tilitarian shopping 
onsists of an a ti ity that ful lls a ne essary 

household task e.g., shopping for gro eries, lling 
the gas tank, pur hasing supplies for yard ork . 

he type of shopping a onsu er undertakes ay 
in uen e the le el of satisfa tion re ei ed fro  the 
e perien e Molinillo, o e rti , ere randa, 

 Na arro ar ia, 2017  Sirakaya urk et al., 201 . 
 safe assu ption ay be ade that any, although 

not all, onsu ers en oy shopping for a ne  ou it 
signi antly ore than they do for gro eries. 

hile the nan ial bo o  line ontinues to be the 
ulti ate de iding fa tor in the iability of a o pany, 
resear h suggests that onsu er satisfa tion is a 
riti al o ponent to any o pany s long ter  

su ess ans hit ky, Shar a,  rykop, 2012 . 
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he store s en iron ent is one area that retailers 
are able to directly control, and therefore can alter 
and in uen e onsu ers  le el of satisfa tion. 
Spe i  areas ithin the store en iron ent 
that ay in uen e onsu ers  satisfa tion, and 
ulti ately their loyalty and pur hase beha ior ith 
the retailer, in lude the store at ospheri s, ease of 
shopping within the store, and sales associates. 

Store Atmosphere 

Retailers, regardless of si e, shape the store s 
at osphere in an a e pt to a i i e onsu ers  
satisfa tion and ulti ately pur hasing beha ior 
Chang et al., 201  Cho  ee, 2017  i   i , 

2012 . Store at osphere is broadly de ned as 
anything ithin the store that in uen es the retail 
en iron ent re al et al., 201 . Retailers spend 

illions of dollars annually updating the store s 
en iron ent in an a e pt to enhan e the store s 
at osphere Muha ad et al., 201 . Co ponents 
of the at osphere in lude lighting, displays, 

anne uins and ng roo s. he authors propose 
that onsu ers  satisfa tion ith store at osphere 
is the su  of their e perien es ith the retail physi al 
en iron ent. Resear h supports the pre ise that a 
pleasing store at osphere signi antly in uen es 
onsu ers  satisfa tion ith a retail store Cho  
ee, 2017  Muha ad et al., 201 . uilding upon 

the previous research, the authors propose two 
hypotheses related to onsu ers  satisfa tion ith 
store at osphere. he hypotheses are  

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 a ti ity, hedoni  
or utilitarian, the ease in hi h onsu ers are 
able to na igate the retail store en iron ent 
signi antly in uen es their le el of satisfa tion 

ith the o pany rayson  M Neill, 200  ons, 
irou , Mourali,  ins, 201 . Resear h re eals 

that ease of shopping signi antly in uen es 
onsu er satisfa tion ith the shopping e perien e 

re al et al., 200  Skallerud, orneliussen,  
lsen, 200 . or e a ple, onsu ers ho are not 

bound by ti e onstraints typi ally per ei e the 
shopping e perien e to be easy, ore pleasant and 
therefore are ore satis ed ith the e perien e. In 

addition, the e e ti eness, or la k thereof, of the 
store s design an greatly enhan e or detra t fro  
onsu ers  per eption of the ease of shopping 
urhan, 201 . ase of shopping as it relates to the 

store s en iron ent is not a ne  on ept. Indeed, 
as early as 1 7 , otler ites the i portan e 
and relationship bet een store at ospheri s to 
that of ease of shopping and onsu ers  le el of 
satisfa tion. ther resear h aker, arasura an, 

re al,  Voss, 2002  Ridge ay, a son,  lo h, 
1 0  suggests that the store s en iron ent 
signi antly in uen es a onsu ers  de ision to 
patroni e the establish ent. 

hen retailers fo us on o ering shopping ease, 
they are essentially a e pting to ake onsu ers 
o fortable ithin the retail en iron ent. he 

desired o fort le el is for onsu ers to feel 
as if they are part of the retail fa ily. ro sing, 
sele ting, and pur hasing produ ts and ser i es 
fro  a retailer ith a shopping ease en iron ent is 
one that brings delight, en oy ent and or feelings 
of on enien e urhan, 201 . s o petition 
increases, the authors propose two hypotheses 
related to onsu ers  satisfa tion ith ease of 
shopping. he hypotheses in lude  

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 usto er ser i e  is 
the nu ber one priority for su ess. he di ulty 

ith ensuring high uality usto er ser i e is 
that it entails predi ting onsu ers  e pe tations 
and su essfully satisfying the e pe tations and 
re uire ents atara hia, 201 . n e phasis on 
usto er ser i e lends itself to an e tensi e a ount 

of resear h on the sub e t a er e.g., radford, 
Crant,  hillips, 200  Chang et al., 201  o burg 

 Sto k, 200 . 

Retailers ould be un ise to presu e that the 
pri ary role of a sales asso iate is to o plete 
sales transa tions. erhaps a ore i portant role 
is that of de eloping personal onne tions ith the 
onsu ers re ler  inner, 2000 . It is through 

en oyable business to onsu er intera tions that 
satisfa tion ith the retailer is built ati a  
Ra a ue, 201 . 
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Resear h re eals that sales asso iates  appearan e 
e.g., ho  they are dressed  and the per ei ed le el 

of friendliness, signi antly in uen es onsu ers  
response to ard the  i , Ju,  Johnson, 200  
sai, 2001 . ther resear h indi ates that onsu er 

satisfa tion is in uen ed by the sheer presen e 
of sales asso iates e.g., nu ber and a ailability 
of sales asso iates  i   i , 2012 . oo fe  
sales asso iates results in dissatisfa tion a ong 
onsu ers, hereas the ability to obtain assistan e 

throughout the store generates onsu er 
satisfa tion i   i , 2012 . 

Based on prior research, the authors propose two 
hypotheses as they relate to onsu ers  satisfa tion 

ith sales asso iates. he hypotheses are  

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 s onsu er e ail database, an online 
sur ey ia ualtri s  is e ployed to easure the 
hypotheses. ased upon prior resear h e.g., i  

 i , 2012  Muha ad et al., 201  urha , 
201 , uantitati e uestions are posed to a tual 
usto ers. he online sur ey onsists of four 

se tions  1  store at osphere  2  ease of shopping  
 sales asso iates  and  de ographi s. 

e ographi  uestions in lude gender and age. he 
de ographi  uestion regarding age is seg ented 
by generational ohort for ease of data analysis and 
due to the infor ation being sought by the hain 
store owner. 

The independent chain store regularly updates the 
onsu er s e ail address at the ti e of pur hase. 
dditionally, onsu ers are asked for onsent 

to be onta ted ia e ail regarding pro otional 
er handise and updates on store ne s and e ents. 

Consu ers ho agreed to be onta ted by e ail for 
pro otional purposes are in luded in the sa ple 
population. Consu ers are rando ly sele ted to 
parti ipate in the sur ey by the rst le er of their 
e ail address fro  a database of 7,000 na es. he 

nal rando  sa ple onsists of 1, 00 onsu ers 

ho a  regularly patroni e the lo al independent 
hain store retailer and b  ha e ade a pur hase in 

the past 12 onths. he study yielded a return rate 
of .8  thereby, pro iding the resear hers ith 

07 useable, o pleted sur eys for data analysis. 
he parti ipant breakdo n is as follo s  18 .  

S ings, 20  0.0  aby oo ers, 1  8.  
eneration ers, and 1 17.  eneration ers. 
ll parti ipants in luded in the study ere fe ale, 

be ause they are the o pany s target arket.

Measures and Analysis Procedures

Store at osphere satisfa tion 1-2[a-e]  is aptured 
by asking respondents to indi ate on a e point 
ikert type s ale   strongly agree,   agree, 

0  neutral neither agree nor disagree , 2  
disagree, and 1  strongly disagree  their le el of 
agree ent for e indi idual easures state ents   
1  the store is lean, 2  the store en iron ent is 

in iting,  the usi  being played is en oyable, 
 the te perature is o fortable, and  the 

indo  displays are appealing. or 3-4[a-e], ease of 
shopping satisfa tion onsisted of e easures
state ents  1  the layout is easy to shop,  
2  I a  able to o plete y pur hase in a ti ely 

anner,  good he kout ser i e is pro ided, 
 shopping baskets are pro ided, and  store 

pa kaging is an i portant part of the shopping 
e perien e, hile sales asso iate satisfa tion  
(H5-6[a-f]  onsists of si  easures state ents  1  sales 
asso iates he k ba k ith e periodi ally during 

y shopping e perien e, 2  sales asso iates assist 
e in sele ting er handise,  sales asso iates 

are kno ledgeable about the er handise,  
 sales asso iates o er trend and fashion ad i e, 
 sales asso iates are friendly, and  sales 

asso iates are fashionably dressed. he sa e e
point ikert type s ale used to easure 1-2 is also 
used for H3-6.

rior to hypotheses testing, a on r atory fa tor 
analysis is used to test the ade ua y of the ariables 
store at osphere, ease of shopping, and sales 

asso iates . he goodness of t inde  is 0. 2 2  
319.66, p  0.0001  therefore, there is e iden e 
that the ariables are ade uately easuring
apturing the proper infor ation. or 1, 3, 5, one-
ay analyses of arian e N V s  are ondu ted 

to nd out if signi ant ean di eren es are present 
bet een the generational ohorts independent, 
ategori al ariables  for the three dependent 
ariables store at osphere, ease of shopping, and 

sales asso iates . 

or 2[a-e], 4[a-e], 6[a-f], N V s are also utili ed  
ho e er, testing is ondu ted for ea h easure 
dependent ariable  asso iated ith the three 
ariables e easures for store at osphere, e 
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for ease of shopping, and si  for sales asso iates  
in order to deter ine if signi ant ean s ore 
di eren es e ist bet een the generational ohorts 
independent, ategori al ariable . ollo ing 
N V  testing, post ho  pair ise o parisons 

using ukey s S  pro edure for une ual sa ple 
si es are then ondu ted to test for ean s ore 
di eren es bet een generational ohorts. he 
statisti al progra  S S is used for all analyses and 
all signi an e le els for are set at   .0 . 

FINDINGS AND DISCUSSION

N V  testing a ong the generational ohorts on 
the three store en iron ent ariables re eal no 
signi ant p  .0  ean di eren es  1  store 
at osphere F  1. , p  0.22  3  ease of shopping 
(F  1. 7, p  0.17  and 5  sales asso iates F  
2.34, p  0.07  see able 1  therefore, all three 
hypotheses (H1, H3, and H5  are not supported. ased 
on the o erall ean s ores, all generational ohorts 
appear to be ore satis ed ith store at osphere 

ean s ore  . 0 , than that of sales asso iates 
ean s ore  .21  and ease of shopping ean 

s ore  .0  see able 2 . It is i portant to note 
that all generational ohorts appear to be so e hat 
satis ed ith the three store en iron ent ariables 
sin e all ariables re ei e ean s ores ithin the 
range of three agree . n a erage, the indi idual 
generational ohort ean s ores for the three 
store en iron ent ariables are as follo s  store 
at osphere S ing  .  eneration   . 2  

eneration   . 8  aby oo er  .  ease 
of shopping S ing  . 1  eneration   .1  

aby oo er  .08  and eneration   .0  
and sales asso iates S ing  .  aby oo er  

.2  eneration   .1  and eneration   .10 . 
ollo ing N V , pair ise o parisons using 
ukey s S  re eal that sales asso iates is the only 
ariable to e perien e signi ant ean di eren es 

a ong the generational ohorts. s su h, it is found 
that the S ing eneration ean s ore .  
signi antly di ers fro  eneration  ean  
s ore  .10 .

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  .0 . 

able 1. N V  results  enerational ohort e e ts of ean s ores by ariable and easure 1 .
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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 

able 2. Mean e tors  esting for di eren es a ong generational ohorts 1, , and .

Note  Mean s ores ha ing the sa e supers ript le er in the ean olu n represent generational ohort ef-
fe ts that are signi antly di erent at   .0  ukey S  pro edure . ased on a e point ikert type s ale 

here Strongly gree  1 Strongly isagree  Neutral 0.

N V  testing a ong the generational ohorts 
on ea h of the easures 2 a e , a e , and a
f  asso iated ith the three store en iron ent 
ariables re eal signi ant p  .0  ean s ore 

di eren es for one ease of shopping easure and 
t o sales asso iate easures  d  shopping 
baskets are pro ided    2.7 , p  0.0  b  
sales asso iates assist e in sele ting er handise 

  . 0, p  0.01  and  sales asso iates are 
kno ledgeable about the er handise   2. , p 

 0.0  see able 1 . urther analysis, using ukey s 
S  pro edure re eal signi ant generational 
ohort ean s ore di eren es for ea h of the three 

pre iously entioned easures see able . 
aby oo er s 2.82  ean s ore signi antly di ers 

fro  eneration er s 2. 8  for the shopping 
baskets are pro ided  easure for ease of shopping, 

hile aby oo ers .28  signi antly di ered 
fro  eneration ers 2.8  for the sales asso iates 
assist e in sele ting er handise  easure for 
sales asso iates. inally, the S ing eneration s 

.8  ean s ore for the sales asso iate easure 
sales asso iates are kno ledgeable about the 
er handise  signi antly di ered fro  eneration 

ers .17 .
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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 ea h ro  are signifi antly different at   .0  ukey S  pro edure . ased on a fi e-point Likert-type scale 
where 4=Strongly Agree - 1 Strongly isagree  Neutral 0. 

able . Mean s ores and statisti ally signi ant ean s ore di eren es by ariable and easure 
2 a e , a e , and a f .

CONCLUSION AND IMPLICATIONS

S all retailers are the lifeblood of any o unities 
throughout the nited States, and indeed the 

orld. heir ontributions in lude the generation of 
e ploy ent, sales ta  re enue, and a ast array of 
produ t and ser i e o erings to the o unity. he 
signi ant hallenge ea h s all retailer undertakes 
is satisfying a spe i  target arket e.g., aby 

oo ers  hile si ultaneously dra ing in a 
su ient usto er base to be pro table. Retailers 
all too o en reali e that they ust fo us on one 
spe i  target arket hile trying not to alienate 
the other usto ers e.g., S ings, en . 

ri k and ortar fashion retailers pla e hea y 
e phasis on the store s shopping en iron ent. he 
underlying pre ise is that the ore pleasant the 
en iron ent, the higher the probability usto ers 

ill stay in the store, sele t ite s, and o plete 
a sales transa tion. his study e a ines persons 

usto ers , situation 18 lo ations of a fashion store 
en iron ent  and person ith situation s all, 
independent fashion hain o pany  ante edents 
of satisfa tion. he ndings re eal that regardless 
of generational ohort i.e., S ings, aby oo ers, 

en , en , onsu ers le el of satisfa tion ith 
the store s at osphere are si ilar and positi e. 

his nding is i portant. his parti ular retailer, 
ith 18 lo ations, is su essful at reating a store 

at osphere here fe ales of arying ages are 
o fortable shopping. he authors belie e this is 

the rst resear h to e a ine a s all independent 
fashion retailer a ross 18 lo ations. ypi ally studies 
of this type analy e usto ers  fro  only one or a 
fe  store lo ations. his is indeed one of the rst 
and ost i portant steps of any bri k and ortar 
retailer. er all, if a usto er is not satis ed ith 
the store s at osphere, she is less likely to patroni e 
the store Muha ad et al., 201 . 
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he resear h re eals that this parti ular fashion 
hain store is able to satisfy the arious usto ers 

a ross generational ohorts in ter s of shopping 
layout, ti eliness of he kout, store pa kaging, and 
checkout service. There are slight discrepancies 
in opinions regarding the availability of shopping 
baskets. en  usto ers are slightly less satis ed 
than aby oo ers at the a ailability of shopping 
baskets. he baskets are s all appro i ately 8   
8    in si e  and lo ated on the oor at the front 
entran e of the store. Custo ers not fa iliar ith 
the store, in a hurry, or una usto ed to su h a 
s all basket ould ha e a di ult ti e nding 
the baskets. The shopping basket size is capable 
of holding appro i ately 0  of the er handise 
o ered. he other er handise is too large to t in 
the shopping basket. he o pany s usti ations 
for the s all shopping basket in lude  a  it is used 
solely for the e elry and b  the store aisles annot 
a o odate large baskets. 

i eren es bet een t o generational ohorts 
are found regarding sales asso iates a  ability to 
assist in er handise sele tion and b  kno ledge 
about the er handise. eneration  signi antly 
disagreed ith aby oo ers regarding the le el 
of assistance provided by sales associates. Overall, 
despite the le el of disagree ent, the generational 
cohorts tend to agree that the retail associates are 
able to assist in their fashion needs. The second 
signi ant nding regarding sales asso iates deals 

ith kno ledge about the er handise. S ings 
strongly agree that associates are knowledgeable 

hereas en  si ply agrees ith the state ent. 
The success of the independent fashion chain store 
e a ined in this study an be e plained in part by 
these ndings. 

his retailer de elops a ultidi ensional and 
intera ti e store en iron ent that is positi e and 
satisfying to a ariety of generational ohorts. 

erall, usto ers respond satisfa torily to ea h 
di ension of the en iron ent. hile lassi ed as 
a s all retailer, the su esses of the o pany are 
building strength one lo ation at a ti e. It see s as 
if this retailer s odel is bene ial and satisfa tory 
for the o pany and its usto ers.

LIMITATIONS AND FUTURE RESEARCH

The ndings fro  the study add to the body of 
kno ledge regarding s all, independent retailers. 

he e isting study onsists of the e a ination of one 
o pany ith 18 lo ations. he retail lo ations are 

situated in e southern states, pri arily in ollege 
to ns. he fa t that the authors are e a ining a 
s all, independent retailer auto ati ally generates 
strengths and li itations to the study. n ob ious 
strength of the study is the addition to the body 
of kno ledge for pra titioners and a ade i s. 

nfortunately, the li itation is that the results of 
the study cannot be generalized. Indeed, the results 
of this study are appli able ost strongly to the 
o pany under in estigation. 

S all retailers are the lifeblood of any fa ilies 
and o unities. Indeed, the o pany that 
this data as olle ted is an i portant sour e of 
e ploy ent for ollege students. It is riti al to 
ontinue resear h on the nuan es of a retail store s 

en iron ent on onsu ers  satisfa tion le el. 
Gone are the days when retailers can rely solely 
on satisfying onsu ers ith a produ t or brand. 

he ontinual e a ination of independent store 
retailers  en iron ent is arranted.  
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EFFECTS OF ONLINE NTERACTIVITY ON CUSTOMER RELATIONSHIP IN 
THE BANKING INDUSTRY IN KENYA

Githuku Wanjiku Margaret & Reuben Kinyuru Njuguna

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 be o e an irresistible business 
trend. M insey 201  resear h in personal nan ial 
ser i es sho s that sian onsu ers are be o ing 

ore and ore o fortable ith using obile and 
Internet channels for banking services, with their 
use in reasing on a erage ore than  per ent 
in the past three years. In Kenya and world over, 
banks are ontinuously e bra ing digital banking 

ainly to in the young te h sa y usto ers ho 
are fully e bra ing digital o uni ation and are 
the usto er group ith ho  banks need to 
establish usto er pri a y relationships M insey 

 Co pany, 201 . 
his trend is not only in enyan arket or sia, 

in the S the resear h done by Netbanker, 2012  
sho s that ore than 0 illion households in the 

S alone use online or obile banking. he resear h 
further esti ated that by 201  it s e pe ted that 
107 illion onsu ers  per ent of .S. adults  

ill use obile banking, S artphone and ablet 

Githuku Wanjiku Margaret is M  S holar at enya a 
ni ersity M  Strategi  Manage ent

Reuben Njuguna is e turer at enya a ni ersity, 
ept of usiness d inistration

for their banking and nan ial anage ent both 
personal and for business. 

ording to Ngugi 201 , banking o er the 
Internet an e a ple of digital banking has 
a ra ted in reasing a ention fro  bankers and 
other nan ial ser i es industry parti ipants, the 
business press, regulators, and la  akers. ong 
the reasons for adoption of  digital banking are the 
notion that ele troni  banking and pay ents ill 
ut banks osts, in rease banks re enue gro th, 

and ake banking ore on enient for usto ers 
and i pro e bank usto er relationship Ngugi, 
201 .

In enya, a C 201  report on Retail anking 
in 2020 sho s that, ost banks are adopting 
digital pla or s to eet the in reasing de and 
for on enient banking ostly by their retail 
usto ers. hese in lude the utili ation of so ial 
edia noti ations, obile banking, and e allet 

to provide basic banking services to their clients 
ithout ne essarily isiting the bran h. his has 

been in uen ed by ad an es in obile de i es 
and networks, enhanced digital security and the 
ability to a ess the Internet fro  any here. 
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hese ne  hannel integration te hnologies, has 
enabled a ore sea less end to end e perien e 
for usto ers ith their bank. his basi ally ut 
o  bank usto er fa e to fa e intera tion, a key 

o ponent in building usto er relationship, 
hen e reating a ne  hallenge on ho  to anage 
the digital usto er relationship.  

Literature Review

he ad an e ent in e hnology has played an 
i portant role in i pro ing ser i e deli ery 
standards in the anking industry. In its si plest 
for , uto ated eller Ma hines Ms , 
deposit a hines, obile banking and internet 
banking no  allo  onsu ers arry out banking 
transa tions beyond banking hours N uguna, Riitho, 

l eny anderi, 2012 . According to Mesiravo 
200 , fro  the usto er perspe ti e, per ei ed 
alue of using digital hannels and intera ting ith 

ser i e pro ider an o e in se eral ays a ong 
hi h ti e, a ess to infor ation, on enien e, 

assistan e, intera ti ity, prestige or so ething else 
the usto er appre iates. 

In their resear h on I pa ts of internet banking 
on usto er satisfa tion and loyalty in ustralia, 
Nguyen and Singh 200  found that be er internet 
banking syste  uality su h as the transa tion 
speed, ease of use, on enien e of transa tion, 
intera ti ity, ost bene ts and usto er ser i e 
deli ery is likely to ha e a positi e i pa t on 
usto er relationship. o e er, these ndings did 

not onsider the fa tors that ay li it the use of 
te hnology like age, edu ation, in o e, disability 
and e otion, a essibility to internet hi h are 
likely to oderate the usto er relationship and 
satisfa tion as a results of internet banking. his 
an a e ts bank usto er relationship for any 

bank that digitalizes all its processes without giving 
a onsideration to these key fa tors. ording to 

rond o 2000 , other fa tors like li itation of 
accessibility to technology and internet bandwidth 
an li it a ess to the ery bene ts that digital 

banking pro ise to o er thus di inishing usto er 
relationship. here is a need to establish ho  
these de ographi  fa tors a e t the usto er 
relationship despite the per ei ed on enien e 
asso iated ith easy intera ti ity in digital banking.   

s ith any infor ation pro essing syste , 
se urity and reliability are onsiderations for any 
usto ers. In their study on Variables in uen ing 

the usto er relationship anage ent of banks, 
Root an and os h 2008  obser ed that, unlike 
traditional transa tional pro essing, online 
transa tion syste s are generally ore sus eptible 
to dire t a a k and abused than their o ine 
ounterparts. Root an and os h further obser ed 

that hen organi ations hoose to rely on online 
transa tion pro essing, operations an be se erely 
i pa ted if the transa tion syste  or database 
is una ailable due to data orruption, syste s 

failure, or net ork a ailability issues. o e er, it s 
ery i portant to obser e that as far as this ay 

a e t the lients feeling and a tudes to ards the 
online transa tion pro essing syste , it ay not 
ne essarily in uen e the ay the usto er relate 
to the bank. 

dditionally, like any odern online infor ation 
te hnology solutions, so e syste s re uire o ine 

aintenan e hi h further a e ts the ost bene t 
analysis. It s i portant to note that hile Root an 
and os h 2008  ade their on lusions based on 
the bene ts of online pro essing, the duo didn t 
look at ho  online intera ti ity and transa tion 
pro essing i pa ts the usto er relationship but 
instead, they fo used on ho  in long ter  a e ts 
the bo o  line. It is ery i perati e not to gi e 
usto ers a key onsideration hile looking at 

this subject given their vital role in achieving the 
business bo o  line.

Intera ti ity in digital edia o ers usto ers 
be er options to sear h for infor ation, ork as 
initiators, and gets help. Intera ti ity also o ers 
ne  ays to spend ti e ith a produ t and the 
banks usto er s ser i e pro iders on a eb hat. 

ording to Mesira o 200 , digital ser i e has a 
potential to pro ide usto ers ith be er hoi e, 
a ess, ontrol, and on enien e o er traditional 
ser i e hannels. his in turn enhan es usto er 
satisfa tion and loyalty. o e er, Masira o s 
conclusion was based on TAM theory on perceived 
usefulness and not a eld study. 

he intera ti e ele ents of digital pla or s an 
be used to reate self ser i e options, like allo ing 
usto ers to tra k their a ount o e ents. 

ith gro ing nu ber of e usto er ser i e and 
arketing hannels, there see s to be a fo us on 

short ter  operational issues, like arrying out 
online arketing a paigns Mesira o 200 . 
Instead, a ong any others, odin 1 , No ak 
2000  and rond o 2000  ha e gi en e phasis to 

the usto er relationship and ser i e perspe ti e 
of digital channels. It is believed that digital 
hannels an be used to reate uni ue and positi e 

e perien es to usto ers trust and relationships 
in the long ter  by i ing all aspe ts of produ ts, 
ser i e, brand, and o uni ation not ust 
transa tions.  
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In his resear h on the i pa t of per eptions of 
intera ti ity on usto er trust and transa tion 
intentions in obile o er e, Min ee 200  
found that addition of obile o er e spe i  
o ponents of intera ti ity i pro es usto er 

trust. Min ee also on luded that the per eption 
of user control, responsiveness, connectedness, 
ubi uitous onne ti ity and onte tual o er ha e a 
dire t positi e e e ts on transa tion intention and 
usto er relationship in obile o er e. Min 
ee 200  is li ited in a ay that he only fo used 

on obile o er e an aspe t of e banking 
thus leaving out the larger part of e-banking 
fun tionalities. n the other hand.

he i portan e of intera ti ity ill in rease in MC 
en iron ent. hrough obile de i es, business 
entities are able to rea h usto ers any here at 
any ti e. e hnologi al ad an e ent in MC akes 
it feasible to deli er usto i ed ser i e  Min ee 
200  obser ed that per ei ed responsi eness 

is pri ary fo used on response speed or ti e.  
sers gauge responsi eness of a syste  fro  dire t 

o uni ation as in a reply to an e ail. It is related 
to ho  ui kly bank respond to onsu ers  re uest 
or uestions.

Research suggests that technology assists CRM 
e orts in banks by integrating o puter and 
telephony to support all enter operation, 
i pro e business intelligen e, assists in ass 
o uni ation, transa tion through eb and 
usto er self ser i e.  rasniko  and Jaya handran, 

200 .  study of ank of eri a about CRM 
concluded that E-CRM to a large extent leads to easy 
a ess to usto er infor ation, in rease in uality 
and e ien y of o uni ation ith usto er, 
in rease ser i e onsisten y, enhan e  usto er 
relationship, in reased ser i e onsisten y and 
leads to high retention rate of usto ers rasniko  
and Jaya handran, 200 .. n the ontrary, 
Root an 2008  suggests that kno ledgeable, 
trained and e po ered e ployees are the one 

ho an deli er su essful usto er relationship 
anage ent. or a bank e ployee ourtesy and 

usti e is ery i portant be ause the per eption 
of unfair treat ent in the ind of usto er ould 
destroy the relationship ore ui kly than anything 
else hen e the need for hu an onta t. It s ery 
di ult to agree ith any of the t o resear h 

ndings ithout onsidering the i portant aspe t 
of usto er relationship ea h of the t o brings 
out. Is only i perati e to take a iddle position and 
onsider the ital aspe ts in ea h ndings of the 

researchers. 

irst, Root an 2008  agrees that, the introdu tion 
of E-CRM and advanced technologies in the banking 
se tor has i pro ed the uality of ser i es in the 
banks that ulti ately i pro ed bank to usto er 

relationship and satis ed the usto er s needs in 
a be er ay. he CMR brings bene ts for both 
parties  the banks fro  one side and the usto ers 
for  the other. he bankers ha e the ability to 
a ess the usto er s histori al data hat enables 
the  anti ipate the usto er s ti ing of pur hase 
and to ake be er de isions about the ser i es 
and produ ts they o er. o e er, syste s fail, and 
they an fail hen the usto er needs the  ost. 

his an put the usto er relationship in eopardy 
thus is only good to dig further on this subject and 
establish that ould the relationship su e in e ent 
of such failure.  

In his study on the e e ts of digital arketing on 
usto er relationship Merisa o 200 , found that 

digital hannels allo s brand o uni ation and 
onta ts to be ore fre uent at a lo er ost than 

traditional hannels. e also found that online 
ser i es gi es usto ers be er hoi e, a ess, 
ontrol, and on enien e on intera ting ith his 

ser i e pro ider to a ess any help as o pared 
to traditional hannels. ording to Merisa o, 
this builds up satisfa tion and loyalty. he study 
suggested that digital hannels ha e positi e e e ts 
on usto er relationship through personali ation.  

o e er, Merisa o 200  agrees that the e e t 
of personali ation an be di erent on di erent 
usto ers. 

ording to a resear h ondu ted by eloi e 201  
on the digital transfor ation of usto er ser i es, 
digital age has disrupted the traditional usto er 
ser i e odels. oday, usto ers are dri ing the 
buying pro ess and intera ting ith their ser i e 
providers using websites, blogs, vlogs and social 
pla or s. In their resear h on i pa ts of online 
banking on service delivery in the Malaysian banking 
industry Ra a, ahat and a i  201 , on luded 
that, the context of online banking has no direct 
bearing in in uen ing usto er ser i e deli ery, 
rather the behavioral factors like cost, convenience 
and se urity. his eans that usto ers do alue 
and satis ed ith online banking ones the bank 
harges is lo  or a ordable, the ser i e is user 

friendly and their nan ial transa tion is se ured. 
In long run, usto ers ay prepare for nor al 

ueuing bran h banking on e they per ei e the 
online banking and purported decision support 
as solely based on nor al ser i es Ra a, ahat  
a i , 201 .

Co uni ation te hnology adopted by banks to 
reate a sea less hannel of sharing infor ation ith 
usto er has been per ei ed as a key ontributor 

to an i pro ed relationship bet een banks and 
their usto ers. re ious resear h by Shar a and 

a erson 1  sho s that o uni ation a ong 
the syste  parti ipants leads to utual trust hi h 
thus ulti ate usto er relationship.
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o e er, it has been argued that the usto ers 
ust rst trust the syste  they intera t ith in 

order to build trust in it and i pro e the per ei ed 
relationship. or instan e, a ording to anesan 
1 , trust in the syste  is entral to a usto er s 

intention to ontinue the relationship. e en 2000  
suggested that trust in an e o er e endor has 
a positi e i pa t on people s intention to use the 
endor s eb site ould it be for o uni ation 

or transa tion. urther, a lou 200  has also 
sho n that trust is positi ely related to usto ers  
intention to transa t in e o er e en iron ent.

ro  the e piri al literature, de oye 201  
e piri ally e a ined the i pa ts of Mobile 

banking on service delivery in the Nigerian 
o er ial banks, failing to apture i portant 

independent ariables su h as online intera ti ity, 
online transa tion pro essing, online usto er are 
and online de ision support syste s. Still on digital 
banking, Ngugi 201  e piri ally e a ined the 
e e t of online banking on nan ial perfor an e 
of o er ial banks in enya. Si ilarly, Njuguna, 
Riitho, l eny  anderi 2012  e piri ally 
in estigated the internet banking adoption in 
Kenya. Although digital banking has received a great 
deal of research interest, no research has focused 
on the spe i s of intera ti ity in digital banking, or 
its e e ts on usto er relationship.  

Figure 1: Con eptual ra e ork

Source: uthor 2017
 

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 sur ey te hni ue. he e ploratory approa h 

as ideal as it allo s sa ples to be sele ted and 
e planatorily studied. he design per it the 
olle tion of original data eant for des ribing large 

population ith indi idual as unit analysis othari, 
200 . he hoi e of eld sur ey approa h allo ed 
olle tion of ualitati e data fro  a population in a 
ore e ono i al ay. he target population of this 

study onsists of the 2 registered o er ial banks 
in Kenya on which the work will be generalized. The 
study e ployed t o sa pling te hni ues, strati ed 
and on enien e sa pling. Strati ed sa pling as 
used to enable the resear her target a spe i  
nu ber of sta  fro  ea h sele ted bank so as to 
enhan e in lusi ity. sing on enien e sa pling, 
the resear her inter ie ed any bank usto er 

illing to parti ipate in the resear h at the sele ted 
bank bran h thus the sa ple si e for this study as 
120 usto ers. he sa ple as e enly 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: Sa ple Si e.

Research Findings

he resear h eli ited pri ary data through 
uestionnaires and si ple per entage as used 

to analy e the resear h uestions and a ultiple 
regression was drawn to test the research 
hypothesis. he belo  odel as e ployed and 
regression results dra n fro  the pri ary data.
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Table 2: The Pooled Regression Results 

ependent ariable  EXTENT

Notes   indi ates statisti al signi an e at all 
on entional le els i.e 1 ,  and 10 .

   I  I  2 2    

here  

er entage surplus Change in e bership
 Constant
 Coe ient of 

I Con r ation of e e ution
2  ire t help tutorial

  lausibility he k
rror ter   

Table 2 shows the pooled regression results on the 
pri ary data olle ted.

 
 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 

ro  the abo e esti ated odel, it an be dedu ed 
that usto er relationships in banks are in uen e 
positi ely by online intera ti ity o ered by the 
digital banking pla or s e iden ed by the positi e 
signs of the oe ients. his an be interpreted 
to ean that heightened le els of intera ti ity go 
a long ay in guaranteeing i pro ed usto er 
relationships hi h is a fun tion of a happy and 
contented clientele.

hrough this analysis, the a or nding as 
that, online intera ti ity as found to ha e a or 
in uen e on usto er relationship. his eans 

hen usto ers e ortlessly intera t ith their 
a ounts online a be er usto er relationship is 
established.

The above conclusion is in line with earlier 
researchers who agreed that online banking 
signi antly and positi ely in uen e the nature 
of usto er relationships su h that banks keen at 
in esting in a ore intera ti e and user friendly 
online pla or s ill ost likely register high le els 
of usto er satisfa tion and loyalty. ong the 
reasons for adoption of digital banking are the 
notion that ele troni  banking and pay ents ill 
ut banks osts, in rease banks re enue gro th, 

and ake banking ore on enient for usto ers 
and i pro e bank usto er relationship Ngugi 
201 . his an be e plained by the fa t that online 
banking covers larger geographical areas reaching 
out ass population ith li le an po er as 
o pared to dire t sales representati e.

Not ithstanding the risks that o e ith 
te hnology in luding yber ri es, banks need to 
in est in safeguards to prote t lient infor ation 
as this ay instill fear and an iety hile usto ers 
intera ting ith their a ounts online a fa tor that 

ay eopardi e usto er relationship i pro e ent 
e orts.

Conclusion
 

he ain ob e ti e of the resear h as to establish 
the in uen e of digital banking on usto er 
relationship a ong o er ial banks in enya. 
In reviewing the literature on this research, it was 
obser ed that the o er ial banks in enya 
and the orld o er are urrently o peting to 
establish good usto er ser i e that enhan es 
good bank usto er relationship. In re ie ing 
the literature of this research it was observed 
that the o er ial banks lo ally and globally 
are i ensely i ple enting digital banking to 

ini i e the osts related to the traditional bri k 
and otor banks and also to stay o petiti e and 
retain arket share in the digital oriented arket. 

he banks are onstantly in esting in infor ation 
te hnologies that ai s to put the  abo e their 
ri als. he banks ain assets are the usto ers and 
therefore these usto ers are eant to be treated 

ell and a pro table relationship sustained.
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THE INFLUENCE OF ENTREPRENEURIAL STRATEGIES ON CREATING EXPORT 
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 ell as 
de elop ent of entrepreneurship itself takes 
place in unprepared BH surroundings burdened 
by unpredi table hanges that o e as treats 
or opportunities but ithout the ade uate 
understanding a ong those ho ake the ost 
signi ant business as ell as politi al de isions. 

here is a s all nu ber of those  anagers 
who have enough courage to place their business 
abroad and outside the lo al arket and to dire t 
their business strategies towards export to foreign 

arket. In the e ort of lo al entrepreneurs there is 
the proble  of inade uate business infrastru ture 
at the state le el of , here produ tion 
enterprises, ea h in their o n ay, apply di erent 

ethods in reating and anaging their o n e port 
o er ial orientation, hi h to a signi ant e tent 
eakens their e port apa ity and o petiti eness 

o pared to o panies in de eloped ountries.

Strong international enterprises build their 
entrepreneurial a ti ity and o petiti eness on 
di erentiation, inno ation, ost redu tion and the 
introdu tion of odern te hnologi al pro edures 

hi h lead the produ tion to its perfe tion. f 
ourse, these are ust so e of the ele ents that 

be o e an integral part of a strategi  approa h to 
building o petiti e strength in entrepreneurship. 
The BH enterprises, if they want to survive in the 
global e ono i  en iron ent, need to de ne an 
area of their business in which they can achieve 
top-world results and build a base for their overall 
future business. he ne essity for the introdu tion 
of spe iali ation that fo uses on the ost po erful 
and the ost pro table parts of the enterprise, 
re uires dis harge of anything that o pany has not 
got a leading position in the arket, hile fo using 
on that part of the business in which the enterprise 
a hie ed outstanding results hi h are o parable 
to the strongest in the sa e a ti ities of business. 

o  to a hie e o petiti e ad antage as one of the 
pre onditions for e port orientation in the business 
of produ tion enterprises is the dile a that has 
been uestioned by any o panies and their 

anagers.  In an a e pt to larify this issue the 
idea is to always start with the analysis of your own 
business and e ploration of those areas of business 

here you an introdu e and apply ne  pro table 
ideas, hi h an lead to i pro e ent larger than 
the o petition. he e port apa ity based on 
o petiti e strength is esti ated a ording to 

enterprise ith the leading position in its bran h and 
when above average results in business are achieved 
o paring to the o petition. o e er, there are 

se eral ays for a hie ing e port apa ity  pri e, 
di erentiation, responsible business, ad antage 
in o ning and using resour es, reating superior 

alues, reating e e ti e business strategies, uality 
business en iron ent and others. perien es fro  
other countries show that responsibility in business 
in the onditions of se ere arket ga e be o es 
one of the ain anaging tools for reating 
o petiti e ad antage, therefore, hy shouldn t 

this be a epted by our lo al e ployers as ell. 
he i pro e ent of entrepreneurial a ti ities 

regarding the strengthening of o petiti e 
ability of osnian and er ego inian produ tion 
enterprises who want to place their products on 
international arket is ne essary to be based on 
fast and strategi  orientation of anage ent ho 
is able to use all business opportunities fro  ider 
business surroundings, regardless of inade uate 
business infrastru ture at the state le el. Nu erous 
in entions in the orld leading enterprises ha e 
hanged the business organisation in di erent ays 

regarding the redu ing operational business osts, 
in reasing in o e, positioned the sel es in the 

inds of usto ers and pro ide these o panies 
an ad antage o er the o petition. ne ay of 
pro iding e port apa ity is onstant introdu tion 
of ne  business ideas, inno ation of produ ts, 
ser i es, business pro esses o bining ith other 
i portant fa tors in business pro ess. 

Inno ations an be found in s all ountries in 
transition su h as osnia and er ego ina, and in 

inor o panies, in parti ular if they are brought 
to a ention on ti e and a epted by anage ent 
and if it is possible to anage the  su essfully. 

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

 

In the stru ture of e piri al part of this resear h 
arti le The influence of entrepreneurial strategies 
on creating export capacity of BH production 
enterprises”, it is ne essary to e a ine, analyse and 
theoreti ally present the theoreti al positions of 

7 anagers or o ners of produ tion enterprises 
in BH, who are engaged in export. Research, 
analysis and processing are directed towards three 
generi  entrepreneurial strategies ostly used by 

anagers and o ners of produ tion enterprises 
and onsidered ost suitable and appli able in the 
e port poli y of osnian o panies.

piri al resear h has been ondu ted using the 
sur ey uestionnaire ontaining four uestions. he 
analyses of data collected tries to prove and present 
generi  strategies hi h are the ost fre uently 
used, ore e ient than others, and the ost 
o petiti e and appli able by the produ ers of 

. In addition, it is possible that all three generi  
strategies are e ually i portant, or i portant 
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enough regarding the di eren e in opinions of 
sur ey parti ipants hi h is statisti ally a inor 
di eren e. herefore, test has been ondu ted as 
well. Regarding this, T-test indicates whether exists 
signi ant statisti s di eren e in the parti ipants  
opinions regarding the generic strategies, i.e., 

hether the di eren e bet een the parti ipants is 
signi ant. esides test, des ripti e statisti s has 
been ondu ted as ell, for ea h uestion, in order 
to obtain a lear pi ture of a tudes of anagers 
or the o ners of i portan e of indi idual generi  
strategies in e port poli y of . In addition to the 
arith eti  ean, standard de iations and oe ient 
of ariation, easures of entral tenden y ha e 
been obtained, as ell, i.e. ode and edian. Sin e 
this is a inor sa ple, less than 0 obser ations, 
in order to e a ine the arith eti  ean, it is 
preferred to ork ode as the ost o on 
response of parti ipants and edian, hi h poles 
the appearan e into t o e ual parts. 

ased on the e fa tors hi h a e t the appealing 
to industrial sector Porter developed possible 
strategies hose ain di ensions are o petiti e 
ad antage and le el of arket o erage. or the 
purpose of ondu ting resear h pro edure in this 
arti le, three types of generi  strategies are listed, 
na ely  Cost leadership strategy, i erentiation 
strategy, and o us strategy. 

Cost leadership strategy is based on o petiti e 
advantage of lower costs in order to reach an 
in rease arket share and in rease in target arket 
seg ents. he basis of this strategy is the e ient 

anage ent of resour es, and through the o  of 
e perien e, e ono ies of s ale, tight osts ontrol, 
lowers the cost price of the product. In this way 
organi ations build their o petiti e ad antage.

i erentiation strategy is based on di erentiation 
in relation to o petition. he ain ai  of the 
o pany is to o er the produ ts ser i es di erent 

fro  other o petitors in the sa e industry, but to 
rea h larger nu ber of target arket seg ents. 

he ost i portant re uire ent for su ess of this 
strategy is analysing usto ers  needs and their 
beha iour and establishing hat is ost preferable 
for the usto ers. 

If the di erentiation strategy is su essfully 
ondu ted, the o pany has the opportunity to  

deter ine higher pri es pre iu  pri es , se ure 
usto ers  loyalty and in rease sales olu e. he 
ost preferable is di erentiation on se eral bases, 

s aller the si ilarity o er the o petition, larger 
in rease of arket share and prote tion fro  the 
o petition. 

o us strategy is based on i ple entation on 
fo used arket seg ent on the entire arket. he 
fo us is on satisfying the needs of ertain group 
of usto ers, hile the li its of arket seg ents 
an be de ned geographi ally or based on produ t 

line. he fo us strategy is deri ed fro  t o basi  
strategies  Cost leadership strategy and o us 
strategy. 

Sur ey uestionnaire is set a ording to ikert type 
scale, and answers provided are rated according 
to s ale fro  1 , here 1 eans the lo est le el 
of agree ent ith the state ent set, and  the 
highest le el of agree ent ith the state ent set

1- Strongly isagree,

2- Disagree,

3- Undecided,

4- Agree,

5- Strongly gree

Sur ey uestionnaire used for resear h of anagers and o ners  opinions, hi h are in e port business, 
as as follo s

1. Rate hi h of the three possible generi  strategies largely ontributes to reating a positi e e port poli y          
    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?

. Rate hi h of the three possible generi  strategies largely ontributes to a be er o petiti e position in   
     the international arket of enterprises engaged in the e port of produ ts fro  osnia and er ego ina

. Rate hi h of the three possible generi  strategies is ostly used in positioning in the international  
     arket

Colle ted responses, hi h are obtained, are pro essed in statisti al progra  for data analysing S SS, and 
the results are as follo s   

able 1. Rate hi h of the three possible generi  strategies largely ontributes to reating a positi e e port 
policy in Bosnia and Herzegovina?

Sour e  uthor analysis in statisti al progra  S SS 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 olle ted fro  7 anagers and 
o ners of produ tion enterprises engaged in 
e porting, it an be on luded that the strategy 
largely ontributing to reating a positi e e port 
policy in BH is a generic Cost leadership strategy. 

he a erage sur ey response rate fro  anagers 
and owners surveyed is high 4,6216. 

Considering the s all sa ple under 0  
parti ipants , in order to analyse arith eti  ean, 
the ode and edian ha e been found and in 
both sa ples they are   strongly ontributes to  
reating e port poli y, as the ost o on 

response. he oe ient of ariation as 12.  and 
standard de iation as 0. 01, as a ini u  
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de iation, and proof that this is a ery ho ogeneous 
group response.

ata analysis has sho n that parti ipants agree 
ith the state ent that di erentiation strategy 

ontributes to reating positi e e port apa ity 
in Bosnia and Herzegovina. The average response 

as , 1 , the ost o on response rate is 
 ontributes to reating positi e e port apa ity. 

he oe ient of ariation is 2 , , therefore, 
it an be on luded that this is a ho ogeneous 
group response. Standard de iation is 1, 0 , 

hi h is not a large de iation of arith eti  ean, 
and hasn t got a negati e in uen e on arith eti  

ean.  arti ipants partly agree that o us  
strategy ontributes to reating positi e 
export capacity in Bosnia and Herzegovina.  

he arith eti  ean is , 1 , and the ost 
o on response rate ode  is  ontributes to 
reating e port poli y. Standard de iation is 0, 77, 
hi h is not high and hasn t got a negati e in uen e 

on arith eti  ean. Coe ient of ariation is 2 , 
1%, and it can be concluded that this is a very 
ho ogeneous group response.

In the pre ious table, through des ripti e statisti s 
the results obtained have been analysed and 
theoreti ally pro essed. es ripti e statisti s ha e 
sho n the e isting di eren e bet een parti ipants  
a tudes in three generi  strategies, and hether 
these di eren es are statisti ally i portant or not 
it shall be deter ined in the follo ing 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 

able 2. Co paring the e isten e of di eren es using t  test i erentiation and o us strategy

 able . Co paring the e isten e of di eren es using t  test i erentiation and Cost leadership strategy

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 10  0, 0 , therefore it an be on luded that there is no signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the di erentiation strategy and o us strategy, i.e. these strategies 
are si ilar for anagers and o ners of produ tion enterprises engaged in e port.

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the di erentiation strategy and ost leadership strategy, i.e. these 
strategies are not si ilar for anagers and o ners of produ tion enterprises engaged in e port. s des ribed, 

anagers and o ners prefer ost leadership strategy hi h ontributes to reating a positi e e port poli y 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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able . Co paring the e isten e of di eren es using t  test o us and Cost leadership strategy

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

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een 
the response of anager and o ner regarding the o us strategy and Cost leadership strategy, i.e. these 
strategies are not si ilar for anagers and o ners of produ tion enterprises engaged in e port, and they 
ha e a di erent ontribution to reating a positi e e port poli y. 

 
 
 

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 olle ted has sho n that anagers 
and o ners of produ tion enterprises engaged in 
e porting strongly agree that the Cost leadership 
strategy is largely increasing export capacity of BH 
enterprises. The average survey response rate is 
high , 1 , and the ost o on response is  
strongly agree. Standard de iation sho s a inor 
de iation fro  arith eti  ean, and the oe ient 
of ariation proofs that this is a ho ogeneous group 
response.

arti ipants agree to a s all e tent that 
i erentiation strategy is in reasing e port apa ity 

of enterprises. The average survey response rate 
is , 108, and the ost o on response is   I 
agree. Standard de iation is 1, 17  hi h represent 
an a eptable de iation fro  arith eti  ean. 

Coe ient of ariation sho s that this is a 
ho ogeneous group response. arti ipants agree 
that o us strategy is largely in reasing e port 
capacity of BH enterprises. The average survey 
response rate is 3, 7838, which is less than cost 
leadership but ore than i erentiation strategy. 

he ost o on response is   I agree ith the 
state ent hi h largely on r s the state ent 
itself. Standard de iation is ini u  and has not 
got a negati e in uen e on arith eti  ean as ell 
as oe ient of ariation hi h sho s that this is a 
ho ogeneous group response.

In the following part, by applying the t-test, it 
is analysed hether e ists signi ant statisti  
di eren e in generi  strategies, and hi h of the 

entioned strategies is in reasing e port apa ity 
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 

able . Co paring the e isten e of di eren es using t  test o us and Cost leadership strategy

able 7. Co paring the e isten e of di eren es using t  test i erentiation and Cost leadership strategy

able 8. Co paring the e isten e of di eren es using t  test i erentiation and o us strategy

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the di erentiation strategy and ost leadership strategy, i.e. these 
strategies are not si ilar for anagers and o ners of produ tion enterprises engaged in e port. Managers and 
owners prefer Cost leadership strategy and it largely contributes to increasing export policy of BH enterprises. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the o us strategy and Cost leadership strategy, i.e. these strategies 
are not si ilar for anagers and o ners of produ tion enterprises engaged in e port and they di erently 
contribute to increasing export policy of BH enterprises. 

  0, 01   0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the i erentiation and o us strategy, i.e. these strategies are not 
si ilar for anagers and o ners of produ tion enterprises engaged in e port and they di erently in uen e 
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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able . Rate hi h of the three possible generi  strategies largely ontributes to a be er o petiti e    
               position in the international arket of enterprises engaged in the e port of produ ts fro  osnia    
               and Herzegovina

Sour e  uthor analysis in statisti al progra  S SS 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 
parti ipants largely use Cost leadership strategy 

hi h ontributes to a be er o petiti e position 
in the international arket. he a erage sur ey 
response rate as , 78 , therefore, parti ipants 
strongly agree that Cost leadership strategy 
ontributes to a be er o petiti e position in the 

international arket of enterprises engaged in the 
e port of produ ts fro  osnia and er ego ina. In 
addition, this a tude is on r ed by ode as the 

ost o on response rate, hi h is   strongly 
ontributes. Standard de iation of arith eti  ean 

is 0, 811 , a inor de iation and has not got 
negati e e e t on the result obtained, as ell as 
oe ient of ariation hi h sho s that this is a 
ery ho ogeneous group response.

arti ipants agree to a s all e tent that 
i erentiation strategy is ontributing to a 

be er o petiti e position in the international 
arket he a erage sur ey response rate is, ust, 

2, 8 . Considering the s all sa ple under 0 
parti ipants , it is preferable to nd ode as ell, 

hi h, in this ase,  on r s the arith eti  ean, 
which is 2 – strongly not contributes. 

Standard de iation is 1, 1 , hi h represent an 
a eptable de iation. Coe ient of ariation sho s 
that this is to so e e tent, a ho ogeneous group 
response.

ata obtained and analysed sho  that parti ipants 
agree ith the state ent that o us strategy 
ontributes to so e e tent reating a be er 
o petiti e position of  enterprises in the 

international arket. he a erage response is , 
8108, and the ode as the ost o on response 
rate is  I agree it ontributes. Standard de iation 
is ini u , and has not got a negati e e e t 
on result obtained, as ell as the oe ient of 
ariation hi h sho s that this is a ho ogeneous 

group response.

In the following part, by applying the t-test, it 
is analysed hether e ists signi ant statisti  
di eren e in generi  strategies, and hi h of 
the entioned strategies is largely ontributing 
to reating a be er o petiti e 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 

able 10. Co paring the e isten e of di eren es using t  test i erentiation and Cost leadership strategy

able 11. Co paring the e isten e of di eren es using t  test o us and Cost leadership strategy

able 12. Co paring the e isten e of di eren es using t  test i erentiation and o us strategy

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the i erentiation strategy and Cost leadership strategy, i.e. 
there is a statisti  di eren e in ontributing to reating a be er o petiti e position of  enterprises in 
the international arket. Managers and o ners prefer Cost leadership strategy and belie e that it largely 
ontributes to reating a be er o petiti e position.   

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the o us strategy and Cost leadership strategy, i.e. these strategies 
are not si ilar for anagers and o ners of produ tion enterprises engaged in e port. Managers and the 
o ners share the opinion that Cost leadership strategy largely ontributes to reating a be er o petiti e 
position of  enterprises in the international arket.

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the i erentiation and o us strategy, i.e. these strategies are not 
si ilar for anagers and o ners of produ tion enterprises engaged in e port, and they are not ontributing 
to the sa e e tent to reating a be er o petiti e position of  enterprises in the international arket.

 
 
 

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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able 1 . Rate hi h of the three possible generi  strategies is ostly used for positioning in the         
                 international arket 

able 1 . Co paring the e isten e of di eren es using t  test i erentiation and Cost leadership strategy

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the i erentiation strategy and Cost leadership strategy, i.e. there 
is a statisti  di eren e in using generi  strategies in the goods e port. Managers and o ners prefer Cost 
leadership strategy and belie e that it is ore appli able in the e port of lo al produ ts.

 
 

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 olle ted has sho n that parti ipants 
i.e. their enterprises ostly use Cost leadership 
strategy. The average survey response rate is 4 
2 7 , and the ost o on response is  strongly 
agree. Standard de iation is a eptable, 0, 882. 

he oe ient of ariation proofs that this is a 
ho ogeneous group response.

arti ipants agree to a s all e tent the usage of 
o us strategy. he a erage sur ey response rate 

is , 7027, and the ost o on response is   I 
agree. Standard de iation is not high, 0, 8 . he 
Coe ient of ariation of 22  sho s that this is a 
ho ogeneous group response.

The least rated generic strategy in this case was 
i erentiation strategy.
arti ipant, to s all e tent, use the i erentiation 

strategy which is export orientated. The average 
survey response rate is very low, 2, 6886, as well as 
the ost o on response is 2  disagree ith the 
state ent. Standard de iation is 1, 00 , and is 
a eptable.  he oe ient of ariation sho s that 
this is a ho ogeneous group response.

In the following part, by applying the t-test, it 
is analysed hether e ists signi ant statisti  
di eren e in generi  strategies, and hi h of 
the entioned strategies is used for e port of 
produ tion goods in osnia and er ego ina. 

 
 
 

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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able 1 . Co paring the e isten e of di eren es using t  test o us and Cost leadership strategy

able 1 . Co paring the e isten e of di eren es using t  test i erentiation and o us 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 

Sour e  uthor analysis in statisti al progra  S SS 20. 

Sour e  uthor analysis in statisti al progra  S SS 20. 

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een 
the response of anager and o ner regarding the o us strategy and Cost leadership strategy, i.e. these 
strategies are not si ilar for anagers and o ners of produ tion enterprises engaged in e port. Managers 
and the owners share the opinion that Cost leadership strategy is largely used in the export of local products 
intended for export.  

  0, 000  0, 0 , therefore it an be on luded that there is a signi ant statisti  di eren e bet een the 
response of anager and o ner regarding the i erentiation and o us strategy, i.e. these strategies are not 
si ilar for anagers and o ners of produ tion enterprises engaged in e port, and they are not used to the 
sa e e tent in the e port of lo al produ ts. In this ase, i erentiation strategy is ore appli able.  

 
 
 

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 ostly used for e port o panies in osnia 
and Herzegovina is Cost leadership strategy. In 
all state ents set, in the abo e part of the paper, 
Cost leadership strategy is the ost persuasi e 
one, ith a s ore of parti ipants of ore than . , 

hi h is e tre ely high. It an be on luded that 
generi  Cost leadership strategy gi es o petiti e 
ad antage to produ tion enterprises abroad, 
pri arily, be ause of heap labour, and in this 
seg ent estern orld an hardly o pete ith 
lo al produ ers. his be o es their opportunity for 
building a o petiti e ad antage hi h is highly 
proved by this research. 

Besides the Cost leadership strategy, the following 
strategy preferred by lo al produ ers is o us 
strategy. Responses obtained have given the results 
sho ing that o us strategy is less used than Cost 
leadership strategy, but it has certainly found its 
i ple entation in  produ ers hi h are e port 
orientated. 

f all analysed strategies, di erentiation strategy is 
the least used. Managers and the owners disagree 
that i erentiation strategy has got a de isi e 
role in the international arket for  produ ers. 

i erentiation strategy rate is largely s aller than 
rat of the previous two generic strategies.

It is i portant to e phasi e that, during the analysis, 
due to thorough e a ination of a erage alue, 
alues of ode and edian are deter ined. he 

reason is the s all sa ple under 0 obser ations , 
and arith eti  ean so eti es sho s in orre t 
data, therefore the ode and edian are 
deter ined. In the pre ious uestion, ode and 

edian are i pro ed and on r ed the arith eti  
ean obtained. uring the analysis, t test is used 

as ell, and it sho s hether a signi ant statisti  
di eren e e ists bet een tested strategies in the 
sa e resear h area.  It is i portant to e phasi e 
the e isten e of signi ant statisti  di eren e 
bet een the strategies in the sa e area, hi h is 
explained in the above part of this paper. 
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CONCLUSION

 
his resear h s ienti  arti le pro ides an e planation 

of the concept of corporate entrepreneurship 
and the i portan e of applying entrepreneurial 
strategies in the business of onte porary 
enterprises. Conte porary entrepreneurship in 
the ir u stan es of un ertain global business 
en iron ent is dire ted to ards nding the best 

ays of organi ation hi h is e tre ely de anding 
task.  prere uisite for o petiti eness and 
excellence of entrepreneurs of 21st century involves 
reating spe iali ed tea s, inor and e ible 

enterprises, tea  net orking and oordination 
using infor ation and o uni ation te hnology, 
redu tion of hierar hi al le els and de o ra y in 
business de ision aking, in rease of e ployee 
autono y and independen e in de ision aking, 
on entration on e ellen e in business and ore 
o peten ies, outsour ing of business a ti ities, 
ontinuous in est ent in skills and edu ation, 
reating partnerships ith suppliers and usto ers, 
onitoring, e aluation and easure ent of results.

nalysing data olle ted fro  7 anagers and 
o ners of produ tion enterprises engaged in 
e porting, it an be on luded that the strategy 
largely ontributing to reating a positi e e port 
policy in BH is a generic Cost leadership strategy. 

arti ipants partly agree that o us strategy 
ontributes to reating positi e e port apa ity 

in Bosnia and Herzegovina. Therefore it can be 
on luded that there is no signi ant statisti  

di eren e bet een the response of anager and 
o ner regarding the i erentiation strategy and 
o us strategy, i.e. these strategies are si ilar for 
anagers and o ners of produ tion enterprises 

engaged in export. Moreover, it can be concluded 
that there is a signi ant statisti  di eren e bet een 
the response of anager and o ner regarding the 

i erentiation strategy and Cost leadership strategy, 
i.e. these strategies are di erent for anagers and 
o ners of produ tion enterprises engaged in e port. 

s des ribed, anagers and the o ners prefer Cost 
leadership strategy sin e it ontributes to reating 
a positi e e port poli y in osnia and er ego ina. 

 signi ant statisti  di eren e e ists bet een the 
response of anager and o ner regarding the o us 
strategy and Cost leadership strategy, i.e. these 
strategies are di erent for anagers and o ners 
of produ tion enterprises engaged in e port and 
they di erently ontribute to reating e port poli y. 
The analysis of data collected show that surveyed 

anagers and o ners of produ tion enterprises 
engage in export strongly agree that Cost leadership 
strategy largely increases export capacity of BH 
enterprises. 

arti ipants agree to a s all e tent that 
i erentiation strategy is ontributing to e port 
apa ity of produ tion enterprises.  arti ipants 

agree that o us strategy largely in reases e port 
capacity of BH enterprise.  The average survey 
response rate is , 78 8, hi h is a inor alue 
o paring to Cost leadership strategy, and larger 

than i erentiation strategy. 

 

Analysis of data obtained showed that generic Cost 
leadership strategy is the ost appli able strategy 
for export enterprise in Bosnia and Herzegovina. In 
all state ents set, in the abo e part of the paper, 
Cost leadership strategy is the ost appli able 
one, ith a s ore of parti ipants of ore than . , 

hi h is e tre ely high. It an be on luded that 
generi  Cost leadership strategy gi es o petiti e 
ad antage to produ tion enterprises abroad, 
pri arily, be ause of heap labour, and in this 
seg ent estern orld an hardly o pete ith 
lo al produ ers. his be o es their opportunity for 
building a o petiti e ad antage hi h is highly 
proved by this research. 

Besides the Cost leadership strategy, the following 
strategy preferred by lo al produ ers is o us 
strategy. Responses obtained have given the results 
sho ing that o us strategy is less used than Cost 
leadership strategy, but it has certainly found its 
i ple entation ith  produ ers hi h are 
export orientated. 

f all analysed strategies, i erentiation strategy is 
the least used. Managers and the owners disagree 
that i erentiation strategy has got a de isi e 
role in the international arket for  produ ers. 

i erentiation strategy rate is largely s aller than 
rate of the previous two generic strategies.
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IMPROVING SMEs CROSS-BORDER COOPERATION BY UPSCALED PROGRAM 
MANAGEMENT 
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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

he Instru ent for re a ession ssistan e I  
2007 201  pro ided nan ial assistan e through e 
o ponents  transition assistan e and institution 

building, ross border ooperation C C , regional 
de elop ent, hu an resour e de elop ent and 
rural de elop ent. ording to inal e aluation 
report 2017, p. , ebpage , 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 
apa ities of border regions help o panies to build 

net orks r tke, 1 8 . part fro  o panies, 
the added alue of net ork building helps ities, 
indi iduals, entities in the eligible area Strihan, 
2008 . he ross border hara ter of the pro e ts 

ithin the C C progra  i plies a positi e i pa t on 
both sides of the border and the sustainability of the 
a hie ed pro e t results. C C progra s in general 
ai s to foster ooperation a ong regions and to 
redu e ine ualities in their de elop ent through 
strengthening the ross border ooperation and 

uality of life in border regions. 

Cal ulated e e ts of pre a ession instru ents 
in lude short ter  e e ts, isible during the 
i ple entation of the pro e ts, and long ter  
e e ts anifested hen funding is a e ting to 

strengthen produ tion apa ities of e ono y 
and i a and o l ano i , 201 , p. 2 . ith 

regard to resear hed I  I C C pro e ts, short ter  
e e ts relate to the su esfull i ple entation 
of the pro e ts and their out o e, hile long
ter  e e ts relate to i pa t and sustainability 
of pro e ts  results at ross border le el. hen it 
o es to the result hain, fro  inputs to i pa ts, 

C  has de eloped set of de nitions in 2002, 
lossary of ey er s in aluation and Results 
ased Manage ent, ebpage . hey ay di er 

in use. n e organi ation, o pany or institution 
ad ust ter inology to their result hain needs, they 
should be consistent at all levels..

It is i portant to deter ine I  C C progra  and 
pro e ts i pa t on reating a fa orable business 
en iron ent for SM s and their o petiti eness 
in the eligible area. oth I  I 200  p. 1 , 

ebpage  and I  II 201 , nne  2, p.12, ebpage  
progra  do u ents e phasi e that there is ,the 
underperforming economy of the entire program 
territory., In the sa e do u ents, SM s are 
identi ed 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 do u ent ,, osnia and er ego ina report 
201 , Co uni ation on  nlarge ent oli y,, it 
is identi ed 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 Co ission, 201 , p. 2 . hen it 
o es to Serbia, in the do u ent ,,Serbia Report 

201 , Co uni ation on  nlarge ent oli y,, 
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 Co ission, 201 , p. . he 
re ised do u ent I  C C 2007 201 , Serbia 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, 200 , p.18 . 

lthough I  C C progra  does not sol e the 
e ono i  proble s, it helps reating positi e 
en iron ent for further a tions. hen it o es 
to easuring the i pa t and e e ts of the C C 
progra s, there are ertain onditions to be ful lled. 

hey relate to the statisti s of C C bene iary 
ountries, type of progra  i ple entation, 

appropriate and a ailable progra pro e ts 
databases  inter ention logi . It is also ne essary 
to ha e analyti al apabilities to deal ith su h 
o ple  issue Jagan a , uri , 201 , p. 1 1 . 
he ethodology and ethods should be unifor  

for all of the bene iary ountries so that results are 
o parable on the le el of all C C progra s. ll of 

the proposals and identi ed eaknesses of pro e t
progra  anage ent and support tools relate to 
stru tural apital infrastru ture .

2. Methodology

or testing the hypotesis ,successful implementation 
of the projects does not ensure sustainability of the 
achieved results at cross border level, pri ary and 
se ondary resear h ha e been ondu ted. he ai  
of se ondary resear h as to deter ine hether 
there is a possibility to easure the i pa t of the 
progra e pro e ts and does progra e pro e t 

anage ent y le ensure sustainability of a hie ed 
results.  ri ary resear h as ondu ted for testing 
the a tudes of appli ants and bene iaries of 
t o pro e ts  Safe food region and eekeeping, in 
order to identify hether the i ple entation of 
the projects was successful and achieved results are 
sustainable at cross border level. 

he resear h as initially ondu ted fro  ugust 
201  to id January 2017. he data fro  the 

inal aluation Report 2017, ebpage  ere 
subse uently in luded, and the sur ey as 
o pleted in id ugust 2017. Resear h li itations 

related to availability of data. It was not possible to 
ondu t pri ary resear h for so e pro e ts fro  
easure 1.2. sin e only the grant bene iaries 

an pro ide pro e t infor ation and do u ents. 
his restri tion is in line ith ontra t pro isions 

on ownership, intellectual and property rights. 
o pro e ts present s all sa ple for ge ng 

statisti ally signi ant infor ation at Serbia osina 
and e ego ina progra e le el. ri ary resear h 
li itation is also entioned in inal aluation 
report 2017, ebpage, p. 2  hi h o ers ele en 
C C progra es ,“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, ebpage, p. 7  ,,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.“ 

Sin e the ase studies in this paper are used as 
test sa ples, they illustrate and on r  ndings 
fro  se ondary resear h and initiate proposals 

ith regards to intelle tual property  a ti ities for 
sustainability of pro e t results So R , alidation 
of sustainability VoS  and de elop ent of C C 
kno ledge pla or . 

3. Findings and discussion

In order to deter ine hether there is a possibility 
to easure the i pa t of the progra e pro e ts 
and does progra e pro e t anage ent 
cycle ensure sustainability of achieved results, 
there is a need to analyse follo ing  the statisti s 
of C C bene iary ountries, type of progra  
i ple entation, appropriate and a ailable 
progra pro e ts databases  inter ention logi . or 
identifying the sustainability of the a hie ed results 
at the ross border le el, a pri ary sur ey as 
carried out involving two projects.

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

According to European Neighbourhood Policy And 
nlarge ent Negotiations Report fro  the ear 

2016, not any of countries with the status of the 
potential andidate or andidate to  ha e fully 
ade uate statisti al syste , so that an easure C C 
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i pa t independently. Statisti s in Serbia is de ned 
as oderately prepared. ith regard to stru tural 
business statisti s, 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 Co ission, 201 , 
p. 0 .  Statisti s in osnia and er ego ina 
re ain at an early stage for any se tors and hile 
so e business statisti s are produ ed in line ith 
the  a uis, further de elop ent of this area 
is re uired. osnia and er ego ina has yet to 
pro ide per apita  gures har onised at the 
N S II le el, in line ith S  pro isions. On macro-
economic statistics, there is limited progress in 
applying ESA 2010 in national accounts (European 
Co ission, 201 ,  p. . 

I  C C progra es an be i ple ented in t o 
ays  by entrali ed dire t  anage ent, here 
elegation of uropean nion is ontra ting authority 

and by de entrali ed indire t  anage ent, 
here Ministry of inan e bene iary ountry  is 

ontra ting authority. ne of the three fa tors for 
easuring absorption apa ity of the ountry is 
a roe ono i  absorption apa ity representing 

the total a ount of  fund allo ated to a state, 
presented as the percentage of GDP of that state. 
I  C C progra e Serbia osnia and er ego ina 
2007 201  as i ple ented under entrali ed 

anage ent in both ountries. In the ase of 
entrali ed anage ent, the ontribution of  

funds to  is di ult to easure, sin e a large 
nu ber of grants do not go through the treasury J. 
Jagan a , 201 . inal e aluation report e phasises 
2017, ebpage, p. 1  ,,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,,. 
 

ne annot e pe t that I  C C bene iary 
ountries ill de elop their statisti s si ultaneously. 
e elop ent of oint C C kno ledge pla or  
ould be useful and operational for all C C 

bene iary ountries, taking in onsideration both 
tangible and intangible i pa t fa tors. no ledge 
pla or  ould help C C bene iary ountries 
to easure e e ts on the a ro le el and to use 
data for o on ross border strategies. Joint C C 
kno ledge pla or  an be a sour e for reating 
a alue added odel easuring the long ter  
i pa t of the entire funding through C C progra s. 

 hierar hi al odel ould enable easure ents 
of the i pa t at pro e ts and progra s le el. 

no ledge pla or  ould o er o e la k of 
progra pro e t databases as ell.

3.1.2. Intervention logic and databases 

inal e aluation report of I  2007 201  2017, p. , 
ebpage  stated that , It is not feasible to measure 

rigorously the combined program outcomes and 
impact in the absence of effective monitoring and 
reporting systems,. he sa e report p.7, ebpage  
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.  
,,Results of calls for proposals and related statistics 
are not published immediately. There is hardly any 
information about strategic projects on program 
websites.” 

rior to the a ailability of inal aluation Report, 
issued online in ebruary 2017 author fa ed the sa e 
li itations, hile ondu ting resear h. etailed 
pro e t data as not a ailable on progra  ebsites. 
Availability of data depended on the readiness 
of appli ants to share pro e t do u ents and 
bene iaries onta ts for pri ary resear h purposes. 

he resear h as initially ondu ted in a ordan e 
ith C I  all for resear h papers 201 , ebpage  

and sent in January 2017 to C I . espite resear h 
li itations, on lusions and suggestions ere ade 
on the basis of a ailable data and a s all statisti al 
sa ple. In order to obtain representati eness of 
the resear h, ndings of inal e aluation report 
are used to erify or re e t initial ndings of this 
paper.  database is ru ial for e e ti e e aluations 
and resear hes related to C C progra s pro e ts, 
espe ially for easuring the i pa t through ase 
studies only. he la k of infor ation anage ent 
of C C pro e ts and progra s I  2007 201 , as 

ell as the la k of onitoring and e aluation during 
and a er the i ple entation of pro e ts progra s 
is e ident through the fa t that the rst ersion of 
the inal aluation Report as t i e re e ted due 
to gaps in desk and eld phases  outputs and la k of 
su iently reliable data 2017, ebpage, p.7 .  

he I  Cross order rogra  2007 201  C C 
Serbia osnia and er ego ina progra  201 , 
p. 0, ebpage  introdu ed light  i pa t 
indi ators, in addition to the re uired 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,  e ned i pa t of 
I  C C 2017 201  Serbia osnia and er ego ina 
progra  is ,, Improved business relations and 
economic activity for participating firms,, (2016, 
p. 0, ebpage . In order to identify le el of 
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a hie ed i pa t, su ient data is a pre ondition. 
Insu ient database of C C pro e ts and progra s 
for onitoring, e aluation and resear h, as ell as 
insu iently de eloped statisti s of C C progra  
bene iaries are obsta les for further onitoring 
and e aluations of results, regardless of the fa t that 
inter ention logi  and progra  anage ent an be 
i pro ed. Creating online C C kno ledge pla or  

ith a ess to data for pri ary and se ondary 
resear h ould be of ider so ial i portan e. 

or all types of easure ents, there is a need to 
di erentiate the out o e short and inter ediate 
e e ts  fro  i pa t long ter  e e ts . 
Inter ention logi  of I  2007 201  C C rogra , 
Serbia and osnia and er ego ina de nes 
follo ing 200  p. 0, ebpage  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).
Short ter  e e ts relate to output le el, 
inter ediate e e ts relate to results and i pa t 
relate to long ter  e e ts. he riti al point of 

sustainability of pro e ts  result hain is the shi  
fro  the results to the i pa t. In ol ing a ti ities 
for sustainability of pro e t results So R  and 
alidations of sustainability VoS  in pro e ts

progra s design stage ould enable a su essful 
shi  fro  results to i pa t. hese steps should be 
undertaken a er i ple entation of the pro e ts. 
Interi  e aluations ere re uired under I  I 
regulations, but ostly not undertaken. he issue of 
obligations and interests to onitor progress a er 
the i ple entation of pro e ts an be regulated 
accordingly. Upscaling this step in result chain would 
be of bene t to both partners  bene iaries and to 

nan iers. 

he i pa t an be easured through hanges 
in so io e ono i  indi ators  pri ary sur eys  
or hanges in the le el of intelle tual apital. or 
identi ation of the i pro ed e ono i  a ti ity, 
it is needed to follo  perfor an e indi ators of 
the o panies, ithin ertain period of ti e. ill 
the progra s pro e ts be e aluated at full s ale, 
in luding the a ro indi ators of so io e ono i  
de elop ent, depends on hat le el of i pa t is 
expected. 

Figure 1. aluation of ro e t rogra  I ple entation and Sustainability
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 ost bene t analysis an de onstrate the ost
e e ti eness of the in est ent in the de elop ent 
of the C C kno ledge pla or . Considering the 
si e of total in est ents in C C progra s 2007
201  2017, ebpage, p.   100,0 ,000 and the 
proble s in deter ining their o erall e ien y, 
the pla or  ould be pro table in the long run. If 
there is no sustainability of the results of projects 
 progra s in the long run, then in esting in ross

border pro e ts is pro table only in the short and 
ediu  ter  and at the output le el. “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). 

he readiness of all parti ipants and bene iaries 
of the pro e ts progra s to share kno ledge and 
pro ide infor ation for i pa t identi ation an 
be regulated for ally. sing all the ad antages of 
I  te hnology, oint C C kno ledge pla or  ould 
be of great bene t for ultiple users. he le el of 
authori ation for data entry and the use of data and 
reports an be de ned a ordingly. 
The analysis of secondary data showed that cross-
border ooperation of SM s, as ell as other for s 
of ooperation, an be i pro ed through the 
ups ale of pro e t anage ent. aluation and 
reporting of su essfully i ple ented pro e ts go 
only up to the third level of the value chain. There 
is no onitoring or e aluation of results and i pa t 
a er pro e t i ple entation. lthough ost of the 
pro e ts foresee a ontinuation of a ti ities, there 
is no e e ti e onitoring e hanis  bet een 
pro e t appli ants, until the le el of i pa t and 
self-sustainability is reached. The biggest obstacle 
for e aluating inter ention logi  phases is data. 

ata on progra s ebsite pro ide only general 
infor ation and there is no o on database. 
or testing a tudes of partners appli ants and 

target groups, data availability depends on the 
readiness of applicants to share info and contacts. 
I  2007 201  Serbia osnia er ego ina progra  

easure i pa ts only through ase studies.  

In order to a hie e i pa t and sustainability of 
results, there is a need to de ne So R and onitor 
the  through VoS  to de elop C C kno ledge 
pla or  and to rede ne intelle tual property o er 
pro e t do u ents. hese are pre onditions fro  
pro e t progra  anage ent point of ie , hile 
other pre onditions are not part of this resear h. 

3.1.3. Sustainability of achieved results at cross-
border level

he pri ary resear h of pro e ts Safe food region 
and eekeeping, taken as a ase studies, is testing  
a  a tudes of target groups b  o parison of the 
a tudes a ong di erent target groups ithin the 
pro e ts, as ell as  the o parison of respondents 
a tudes bet een  both pro e ts in ter s of the 
a hie ed results and i portan e of the pro e t 
a ti ities. he resear h as arried out t o years 
a er the i ple entation of the pro e ts. ll of the 
respondents stated that they have not previously 
parti ipated in any resear h related to i ple ented 
projects.

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

ro e t appli ants are Regional Cha ber of 
Co er e Val e o, Serbia and Regional Cha ber 
of Co er e, i el ina, osnia and er ego ina. 
arget groups are SM s parti ipating in the pro e t. 
 statisti al sa ple of the t o appli ants is too s all 

to pro ess in a statisti al progra  and to present as 
the independent result. The average value of their 
response is o pared ith the a tudes of target 
group SM s of Safe food region and ith a tudes 
of applicants/ partners of Beekeeping project. 
Most of SM s o panies ha e up to 0 e ployees 

u ulati e 8.  and are in business o er ten 
years 80.8 . 

able 1  I portan e of pro e t a ti ities for strengthening the o petiti eness of o panies target group

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



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

55IMPROVING SMEs CROSS-BORDER COOPERATION BY UPSCALED PROGRAM MANAGEMENT

Respondents indi ated that the three ost i portant a ti ities for the enhan e ent of o petiti eness are  
study isit to ood safety good pra ti e in Serbia has the highest a erage ean of .812 and an  a eptable 
de iation fro  the ean . 0 11  Study isit to ood safety agen y in Mostar has a erage ean of .7  
and a eptable de iation fro  the ean . 2  Creating ood safety guide has a erage ean of .  and 
a eptable de iation fro  the ean . 1 . erage alue for other pro e t a ti ities is high. e iation 
fro  the ean is lo , negligible and a eptable.

here is no signi ant statisti al di eren e bet een the a tudes of t o di erent groups of respondents, 
be ause of p  0.0 . he test did not rea t to the identi al responses for the a ti ities  raining for onsu ers  
raining for the R C  se tor  Study isit ood safety agen y in Mostar  Study isit to ood safety good 

pra ti e in Serbia.

able 2  I portan e of pro e t a ti ities for strengthening the o petiti eness of o panies o parison of 
results bet een appli ants and target group

able  Results a hie ed by pro e t a ti ities target group

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



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

56  IMPROVING SMEs CROSS-BORDER COOPERATION BY UPSCALED PROGRAM MANAGEMENT

here is no signi ant statisti al di eren e bet een a tudes of t o independent groups regarding the 
uestionnaire, be ause of p  0.0 .

able  Results a hie ed by pro e t a ti ities o parison of results bet een appli ants and target group

able  In reased ross border ooperation and business net orking target group

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

he a erage ean of this uestion is , 18, ith a 
de iation of 1. 8. Standard de iation sho s that 
the de iations fro  the ean are uite high. hat 
indi ates a signi ant di eren e in the responses 
bet een respondents. he range fro  the ini u  
1 to a i u   eans there is a ide dispersion of 
responses to this state ent. 

Project applicants have responded to the following 
uestion , If you belie e that the results of the 

pro e t de reased in the period fro  the year 201  
to the year 201 , please list so e of the reasons,. 
Regional Cha ber of Co er e fro  Val e o 
ited follo ing reasons  la k of funding needed to 
aintain the a hie ed results  la k of in enti es 

for these progra s  i possibility of applying to the 
calls for projects of this type within the IPA projects. 

he Cha ber proposed further de elop ent of 
food safety syste s and standards under nan ial, 
onsulting and other support fro  appropriate 

institutions. Regional Cha ber of Co er e 
i el ina stated that the results are the sa e le el 

as they ere a er the reali ation of the pro e t, at 
lo al le el. er o pletion of this ross border 
pro e t, the Cha ber of i el ina i ple ented 
the pro e t of Safe ood Region at the lo al le el. 

he ro e t is o funded by the S I , SI  old 
ro e t.  Considering So R a ti ities, on lusions 

are  business ooperation a ong target group SM s 
is not signi antly in reased  ooperation a ong 

Cha bers through oint pro e ts is not ontinued 
a er pro e t o pletion  food safety edu ation is 
ontinued lo ally  SM s business net orking is not 

signi antly in reased. oth appli ants and target 
groups are satis ed ith the pro e t a ti ities and 
a hie ed results during i ple entation of the 
project. On the other side, they stated that there 
are no signi ant further ross border ooperation 
a ti ities a er pro e t i ple entation.  

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

Project applicants are Municipality of Gorazde, 
osna and er ego ina and sso iation of 

beekeepers ri epol e, Serbia. artners of appli ant 
one are eekeepers sso iation ehar  and ruit 

ro ers sso iation rina . artners of appli ant 
t o are Muni ipality of ri epol e and sso iation 
of ruit olden Raspberry . arget groups are 

e bers of asso iations of beekeepers and fruit 
produ ers. Considering the ontribution of the 
pro e t to the i pro e ent of onditions for 
beekeeping de elop ent, the a erage ean of the 
response of target groups as . , ith a ini u  
de iation around the ean. ssess ent of the 
ontribution of pro e t a ti ities for i pro ing 
onditions for the de elop ent of beekeeping 

deri es fro  i ple ented a ti ities.
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able  he i portan e of the pro e t a ti ities for your business and for sustainability of pro e t results 
target groups

able 7  he i portan e of the pro e t a ti ities for target groups  business and for sustainability of pro e t 
results appli ants partners

 
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 onsidered i portant all the a ti ities ondu ted during the i ple entation of the 
pro e t. s ith the pre ious pro e t, the target groups ga e the highest i portan e to best pra ti e isits. 

Respondents consider the transfer of knowledge through trainings for beekeepers and fruit growers as highly 
i portant for the sustainability. he a erage ean for establishing a oint ross border o i ee 
on beekeeping is .  ith signi ant de iation of the ean. hat sho s that there are di eren es in responses.

 he purpose of the Co i ee is to ontinue ross border a ti ities through So R oint pro e ts, 
se inars, fairs, net orking  and to aintain and de elop established net orks. he a tudes of the 
respondents therefore indi ate that there are de iations fro  planned a ti ities. ppli ants partners 
proposed a ti ities for further de elop ent of ross border ooperation  organi ing eetings of the order 
Co i ee t i e a year  isits to learn about best pra ti e  arket resear h  to align the ob e ti es of the 
publi  alls to the needs of the population in the ross border area  to ha e ore fre uent onta ts in order 
apply for ne  pro e ts that ill ontinue oint a ti ities  the Co i ee to organi e isits to o panies and 
N s dealing ith the sa e or si ilar a ti ities  to i ple ent oint pro e ts and enhan e o petiti eness 
of produ ts through the introdu tion of  standards and produ t 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



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

58  IMPROVING SMEs CROSS-BORDER COOPERATION BY UPSCALED PROGRAM MANAGEMENT

able 8  he le el of results a hie ed through pro e t a ti ities target group

able  he le el of results a hie ed through pro e t a ti ities appli ants partners

able 10  he le el of results a hie ed through pro e t a ti ities Co parison bet een target groups and 
appli ants partners

naly ing the set of sub uestions bet een the t o uestionnaires, one an on lude that there is no 
signi ant statisti al di eren e. he tested sa ples fro  t o groups are si ilar be ause of p  0.0 .

he standard de iation of all state ents does not e eed the a eptable li it, and as su h has no negati e 
i pa t on the results of resear h. Co paring to the i portan e of the pro e t a ti ities listed in able , the 
le el of a hie ed results is so e hat lo er. his indi ates a slight di eren e bet een the per ei ed and 
achieved value for the target group.

ppli ants partners are satis ed ith o erall results a hie ed through pro e t a ti ities. hey are less 
satis ed ith the le el of i pro ed anagerial apa ities of e isting beekeepers  o petiti eness of bee 
produ ts and arket a ess. hese three ele ents are signi ant for the sustainability of pro e t results 
and beekeeping de elop ent. Managerial apa ities ha e a great in uen e not only on produ tion but also 
on arketing and relational apital. ood produ ts an re ain unkno n to arket if a ess is li ited or if 
produ t presentation is un on in ing. 

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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able 11  he e pansion of business net orks and ross border ooperation as a result of the pro e t  
                 target groups

able 12  I portan e of all a ti ities undertaken during pro e t i ple entation

able 1  erall results a hie ed through pro e t a ti ities

here is no signi ant statisti al di eren e bet een the t o sa ples tested be ause 0. 00  0.0 .

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 ore satis ed ith 
achieved expansion of business networks and 
ross border ooperation than it as the target 

group of the pro e t Safe ood Region. Standard 
de iation is 0.  and is a eptable. Respondents 
state that the follo ing a ti ities ontinued a er 
i ple entation of the pro e t  parti ipation at 
lo al beekeeping fairs  pro ure ent of e uip ent 
for beekeeping fro  other progra s  training for 
beekeepers at lo al le el. Most of the a ti ities did 
not ontinue at ross border le el.  

Considering So R a ti ities, Cross border 
beekeeping Co i ee did not initiate a ti ities at 
ross border le el, be ause  fairs and se inars are 

organi ed only lo ally  there ere no oint pro e ts 
and networking is not growing at cross-border level. 

oth groups ha e pointed out the i portan e of 
all pro e t a ti ities and satisfa tion ith a hie ed 
results, as the short ter  e e t. In order to ensure 
the sustainability of achieved results, it is necessary 
to a ti ate oint Cross order Co i ee or in ol e 
ne  e hanis . 

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

here is no signi ant di eren e in a tudes 
between the applicants/partners of two projects 
regarding the i portan e of i ple ented a ti ities 
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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here is no signi ant statisti al di eren e bet een 
the t o sa ples tested sin e the p  0,1   
0, 0 . Most of the a ti ities a er the pro e t 
i ple entation take pla e at the lo al le el, hile 
ross border ooperation is in stagnation hen it 
o es to So R of these t o pro e ts. 

oth pri ary and se ondary resear h on r ed 
the hypothesis that su essful i ple entation of 
the projects does not guarantee the sustainability 
of the achieved results at cross-border level. The 
results of the pri ary resear h are supported by 

ndings fro  the inal aluation Report C C 2007
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 

ith the ndings, a odel of e aluation of ro e t 
 I ple entation and Sustainability igure 1  

goes beyond design de ien ies in ter s of So R 
planning, their alidation through VoS and the 
reation of a C C kno ledge pla or . 

s per inter ention logi , short ter  e e ts are 
a hie ed at the le el of progra  output. Cross
border networks are established in target sectors. 

he result net orks are a ti e and fun tion 
e e ti ely  and i pa t i pro ed business relations 
and a ti ity for parti ipating r s  are not a hie ed 
at ross border le el. Restri tions on a ess to 
infor ation also ake it di ult to e aluate and 
to resear h pro e ts. It is also ne essary to rede ne 
the issue of intelle tual property relating pro e t 
data in order to share kno ledge and to i pro e 
the sustainability of projects.

Conclusion 

Resear h based on a ailable pri ary and 
se ondary data sho ed that i ple entation of 
C C progra e as su essful. s for resear hed 
pro e ts, respondents  opinion is that the biggest 
bene ts of pro e ts are the a uisition of ne  
knowledge and study visits to learn about best 
pra ti e. Sustainability of a hie ed results and 
rea hing the i pa t on a ider o unity in 
the eligible area depend on the ontinuation of 
a ti ities at ross border le el. It is ne essary to 
a ti ate and follo  up de ned e hanis s by 
which the applicants and target groups are guided 
to aintain and i pro e the established positi e 
trends a er i ple entation of the pro e ts ithin 
the progra e. Most of the a ti ities resulted in 
the for ation of a oint o i ee or other for s 
of asso iations ith the ai  to ontinue established 
ooperation. It is ne essary to onitor the 

i ple entation of planned oint a ti ities hi h 
ay ha e a greater i pa t on the ider o unity.

o onitor the o erall e e ts of C C progra es 
in all bene iary ountries and to easure a long
ter  i pa t, de elop ent of a oint kno ledge 
pla or  ould be of great bene t. Joint C C 
kno ledge pla or  ould eli inate restri tions 
regarding the identi ation of i pa t through 

a ro indi ators and a ailability of infor ation. he 
pla or  ould pro ide be er a ess to infor ation 
for pri ary resear h and to o er o e short o ings 
in the statisti s of the bene iary ountries. he 
s ope and ontent of the infor ation ould 
depend on the ob e ti es of onitoring i pa t 
and ost e e ti eness of in esting in a pla or . 

he pla or  ould be useful for reation and 
i ple entation of lo al and regional de elop ent 
strategies. or onitoring the sustainability of 
results and analy ing the su ess of i ple entation 
of the progra e and its pro e ts, by testing the 
bene iaries  e perien e, a ailability of data is the 

rst pre ondition. a h bene iary ountry and 
nan iers should ha e the interest to onitor the 

e e ts of reali ed pro e ts in order to deter ine 
the degree of progression in parti ular eld, as ell 
as the sustainability of the a ti ities i ple ented 
through the pro e ts. Corre ti e easures an 
pre ent the situation that so e of the pro e ts 

nish as good ross border a ti ity at a gi en ti e.
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THE APPLICATION OF THE GRAVITY MODEL IN THE EVALUATION OF THE FOREIGN TRADE OF AGRICULTURAL AND FOOD  

PRODUCTS BETWEEN BOSNIA AND HERZEGOVINA AND MONTENEGRO

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

HERZEGOVINA AND MONTENEGRO

Ferhat Ćejvanović, Dragovan Miličević, Adnan Kamerić 

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 onte porary onditions hi h hara teri e 
the gro ing i portan e of foreign trade bet een 
ountries, the relations of one ountry ith the 

international surroundings ha e an i portant role 
for ountry s e ono i  de elop ent. Model used in 
this paper is gra itation odel, here it is i portant 
to point out that gra itation odel does not ontain 
essential data about i port e port stru ture as ell 
as the in uen e of o e ent of the apital bet een 
countries, intro-industrial trade, the possibility for 
a o pany fro  a neighboring ountry or trading 
area ountry an ha e dependent o panies 
in other countries where the trade between 

other  and daughter  represents the trade of  
t o ountries hi h do not re e t the real state.  

ra itation odel allo s a oiding so e of the 
usual proble s related to ross se tion or panel 
spe i ation of gra itation odel. irst of all, the 
di eren es in relati e distan e of ountries fro  
their trading partners a e t the syste ati al bias 

hi h, hile e aluating ross se tion or panel 
ethod, depends on geographi al position of e ery 

ountry renton and i Mauro, 1 8 . he proble  
of heterogeneity of the countries, which is related 

ith ross se tion and panel spe i ations, also an 
be soothed by using the e uation of one ountry, 

hi h is hy so eti es su h spe i ations are 
used in literature (Brenton, Di Mauro and Lucke, 
1 .

1. METHODOLOGY 

In its beginnings the gra itation analysis of trading 
o s is presented as an approa h ithout proper 

theoreti al funda entals. o e er, as sho n later 
on, the idea of using the e ono i  potentials and 
trading osts in the analysis trading o s as based 

ore in theory than it as thought at the beginning.  
he gra itation odel in e aluation of foreign trade 
as ade on the e a ple of Isaa  Ne ton la  of 

physics, where the gravity force between bodies A 
and B, ith the asses Ma and Mb respe ti ely, and 
with a distance Dab between that two points is given 
by the for ula  

F = cM
a
M

b
/D2a,b         where  c  is the constant
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In the gra itational odel of international trading 
the e ui alent for for e and range of trading 
between countries (e.g. total trading range, or for 
the o ponents of i port and e port  bet een 
countries i and j (Tij , the ass is represented by 
the national in o e of the ountries, 

i
 and GDPj 

hile the distan e has kept its spe i ation 
ab

 

Ti,j = CGDP
j
/Di,j                                                  1

raditional approa h in the usage of gra itation 
odel histori ally lies far ore on physi al la  

than on the postulates of e ono i  theory, and in 
the past twenty-thirty years huge steps have been 

ade in syn hroni ation  e ono i  theory ith 
physical laws of nature. 

 signi ant onne tion of e ono i  theory ith 
Newton laws has begun with the work of Tinbergen 
1 2  in order to get a ore oherent for  ith 
nderson 1 7 . er inbergen and nderson 

there are ore and ore theoreti al e panding 
hi h for  and set gra itation odels in the 

fra e ork of e ono i  theory. ue to disposition it 
ill be presented brie y the idea hi h nderson s 

lassi al ork is based about initial onne tion 
bet een e ono i  theory and gra itation physi al 
laws.

nderson 1 7  has de onstrated the solution 
for the onsu ption, under the assu ption that 
Cob ouglas fun tions an ha e the for  of Isaa  
Ne ton s gra itation e uation. nderson s approa h 
is basi ally si ple and starts ith the assu ption 
of balanced trading between two countries. In the 

odel nderson si pli es the reality by redu ing 
the orld to t o ountries, and in addition nderson 
also assu es that the proportion of do esti  and 
foreign goods onsu ption is a onstant and is 
independent fro  the le el of in o e and ta  poli y. 
So, the proportion of the in o e that onsu er 
of country 1 spends on the onsu ption of goods 
i ported fro  ountry 2 is a constant, and the 
sa e relation applies i e ersa  the proportion of 
in o e that onsu er of ountry 2 spends on the 
onsu ption of goods i ported fro  ountry 1 is 

a constant.     
If the ne t notation is being adopted

i  is the e port fro  the ountry i to country j 
Y

i
  are ountry, in o e i 

w i  proportion of the in o e that onsu ers            
 of the country   i spend on the onsu ing    
 the produ ts fro  the ountry j
Ii  e port fro  ountry i to country j

Ti,j Trade land between countries  i  and  j

herefore

i  i j,
Ii  i j,

e ause of the assu ption about balan ed trading 
this has to be applied

Ti,j  i+Ij  2 i j  2 i j                                            1
 

In addition the in o es of the ountry i have to, 
by de nition, be e ual to su  of spent in o e on 
onsu ption of do esti  and foreign goods  

i  i i+wi j  i i j

ut if the i j are a orld s onsu ption in a 
si pli ed odel than e introdu e the notation

 of the world  s i j                                                2

ro  1  and 2  follo s

                2 i j j                                                                 
 

uation  is a theoreti al e uation of 1  in 
si pli ed orld ithout fri tion.

ording to this tradition, and taking in 
onsideration the spe i ity of data, trading 

bet een ountries an be an e ono etri al odel 
as a o bination of ti e series ith ross se tional 
ele ents

TRj,k,t C j,tGDPk,t j,k

here        

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 gra itation odel fro  the 
ti e series of se eral years is taken fro  statisti  
publi ations on national as ell as international 
le el.  ara eters are set ith panel analysis, hi h 
is onsidered ore appropriate odels than ti e 
series for e port in ost ountries there are data 
for a long ti e period  and ross se tional data 

hi h are stati  in ti e. Panel data provides a bigger 
nu ber of obser ations than the ti e series and in 
the sa e ti e pro ide the insight in their hanges in 
ti e. ue to large nu ber of ountries and obser ed 
ti e, e ery para eter of the odel is rated ith 
168 observations. he odel is e aluated ith the 
lo  s uare ethod S  ordinary least s uares , 
para eters are deter ined by bringing in relations 
independent ariable ith the re uired appearan e 
of  potential e port, ultiple regression ethod.  
Most of the data about e port and i port are 
taken fro  the foreign trade statisti  agen ies, 
and it is also possible to do nload the data fro  
international publi ations.
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In esti ates, the gra itation odel ostly in ludes 
ariables as  or  per apita of i porting 

and e porting ountry, population nu ber for 
both ountries, distan e bet een generating and 
re epti e arket, o on border, preferential 
arrange ents and other. 
  

he ost i portant task in gra itation odel is 
to deter ine the para eters oe ient  hi h 
orrespond to gi en fa tors     β1, β2, β3, β4, β5, 

β6  be ause they deter ine the e tent of indi idual 
independent ariable ountry s , distan e, 
e ono i al politi al distan e  a e t the dependent 
ariable i port e port . Coe ients sho  fro  
hi h of the ariables gi en are signi ant for 

i port and e port of one ountry and to hat e tent 
accordingly with that are going to be included in the 

odel e uation .

In gra itation odel the follo ing ariables ha e 
been tested

ross do esti  produ t is arked for the ost 
i portant i port and e port destinations 
onsidering the alue of i port and e port. here 

it is in luded large nu ber of ountries of the 
biggest re epti e arkets for the ountry s produ ts 
a ording to the ranking list of publi ations for 
one ountry statisti s.  he data is pro ided by the 
national agen y for statisti s, as ell as the orld 
Bank and sites .trade ap.org and www.
intracen.org .  

In the use of gra itation odel the e pe ted sign 
is positi e, be ause the pur hasing po er in great 
deal sets the range of i port. ually o en  
per apita is used, but in this odel the de and is 
largely deter ined by the total . Na ely, total 

 e plains the si e of the re epti e arket, hi h 
for e port has bigger signi an e than pur hasing 
po er of indi iduals. lthough the ost o on 
ariable in gra itation odel,  of re epti e 
arket sho s relati ely eak relation s all 

oe ient of orrelation  ith the ountry s e port. 
Despite all of that, this variable is included in the 

odel be ause it still sho s statisti al signi an e 
and because together with other factors contributes 
that the obser ed pheno ena is e plained. 

 sho ed in the odel a greater in uen e on 
the e port than on the  of re epti e arkets. 
Conne tion bet een e ono i  gro th and the 
e port gro th has pro ed to be ore dire t and 
in uential. In si ple regression, this ariable ould 
ha e a oe ient of deter ination around 0. 1   
respe ti ely it ould e plain al ost the third of the 
change of export value. 

Transport costs in export of any product have a 
signi ant in uen e on the de and. ransport osts 

are ostly used for the distan e of the trade arkets. 
he e e ts of trade redu tion are the strongest in the 

transport intensi e a ti ities  a ti ities hi h are 
dependent on the i port and e port of se i goods. 

en hen the transport and o uni ational 
osts are redu es in ti e  the distan e ontinues 

to signi antly a e t the lo al in o e.  
he i pro e ent of transport and o uni ation 
the de elop ent of hannels, roads, internet, 

airport net ork, post o e, telegraph, telephone  
does not redu e the i portan e of the distan es. 
Ne  te hnologies, as ell as liberali ation of trading 
poli y, an ertainly resi e so e of the transport 
osts, but lot of their aspe ts still e ist. e ause 

of that the ost signi ant trading partners are 
always the neighboring countries. However, export 
dire tions are by no eans depleted in uropean 
ountries. he odel obtained in the anner 

des ribed sho s that the e port signi antly 
depends on geographical distance, which is in 
negati e relation ith the range of e port. he 
in uen e of the distan e on the e port is so big 
that in si ple regression, taken as the only fa tor 
of e port, it ould parti ipate ith the 7  of the 
export value.

he nu ber of population is a o on ariable in 
the e port gra itation odel, be ause it leads to 
the onne tion the si e of the rket ith the e port 
value. 

ono i politi al distan e bet een t o ountries 
annot be easured, so e use du y, a tually 

the arti ial ariable, e aluating it by ero or one 
e ono i  relations and the institutional basis for 
their i pro e ent. he data used for the e aluation 
of this ariable, are taken ostly fro  ountry s 
Ministry of foreign a airs, hi h gi es the detailed 
o er ie  of bilateral ontra ts and agree ents 
relating to regulations of e ono i  ooperation, 
and an overview in the range and purpose of 

utual in est ents, utual pro e ts of e perts 
training, the presen e fro  gi en o panies and 
other. he arti ial ariable P takes the value 1 

if there are ertain preferential arrange ents, 
agree ents on trading on enien e, signi ant 
olu e of in est ent in the e ono y, presen e 

of o panies and other, and the alue 0 if the 
e ono i  ooperation is relati ely underde eloped 
and unregulated. his fa tor in the odel of e port 
has sho ed a big in uen e  in si ple 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 ultiple regression, as ell as the 
para eters hi h orrespond to the fa tors in luded 
in the regressi e analysis. In addition to these alues, 

hi h ill be applied later in the odel, e ery error 
of a onstant and ea h para eter as gi en, as ell 
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as P alue hi h indi ates on statisti al probability 
ea h one of the .   s in ountries in luded in the 

odel testing ha e a large nu ber of obser ations, 
the obtained odel and oe ients are not li ited 
to any region, but they an be used for al ulating 
the e port potential to any ountry or region of the 

orld.   he e aluation of odel para eters applying 
the additional statisti e ono etri  e uip ent 

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�

ould signi antly o er o e the fra e ork of this 
project and would not give the wanted result.

s an alternati e of this odel in pra ti e it is o en 
used the odel of bilateral e hange based on 
e aluated odel para eters by . . inters and . 

. ang hi h is applied in this ase. he basi  for  
of gra itation odel of international trade is

 

here the

α - constant 
Xij - trade alue hi h is instru ted fro  ountry i    

       to country j, Y
i
, Y

j
- GDP of the countries i and j, 

Ni, Nj- total population of ountries i and  j, 
Dij – distance between countries i and  j, 
Aij - du y ariable for representing the o on  
       border, 
Pijk - du y ariable for the e isten e of  the               
        preferential arrange ents or belong to the  
        sa e e ono i al grouping,  

uij- rando  odel error. 

his odel an be applied on one ountry s trading 
ith e ery ountry that appears to be interesting for 

deter ining the potential e port. he data about 
ountry s trading and  is usually e pressed in S 

dollars, euros or other strong global currency. The 
e perien e sho s that trade ap and respe table 
data are ery useful.  he population is e pressed in 

illions and the distan e in kilo eters.   

he odel has been rated ith the ethod of S 
ordinary least s uares  S . he gi en results 

sho  that the oe ient ratings are statisti ally 
i portant and logi al sign.

ra itation odel is used for bilateral trading of 
one ountry ith neighboring ountries.  he ai  is 
to deter ine the potential range of e port in ea h 
ountry in the region, and then to o pare ith the 

e isting e port. Si ply said, the ai  is to deter ine 
hether and ho  u h ore an the e port of one 

country be increased into the analyzed countries. 
Chart 1 sho s the oe ients for the use of the 
gra itation odel. 

Sour e  inters . ., ang, . . astern urope s international trade 
Man hester ni ersity ress, Man hester and Ne  ork, 1 .

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 

ording to gra ity odel for ula, potential 
e port fro  ountry i to ountry  is established by 
follo ing  

 all kno n alues  ulti annual a erage of  of 
e porting ountry, 

 ulti annual a erage of  of i porting ountry, 
 population of i porting and e porting ountry 

and 

 distan e bet een the  is ultiplied ith 
appropriate para eters of inters and ang. 

rti ial ariables take the alue 2, in ase the 
ountries share the sa e border or belong to 

the sa e e ono i  group or 1, if this is not the 
ase. hey are, also, ultiplied ith appropriate 

para eters and then added to the su . or ross
se tion odels the hara teristi  proble  is that 
of heteros edasti ity, be ause of the nature of the 
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able 1. Results of the gra ity odel in the e port of agri ultural and food produ ts fro  osnia and 
er ego ina to Montenegro in 000 M

Sour e  he analysis of the authors on the base of data olle ted fro   
Statisti s gen y of osnia and er ego ina 2017

data itself and ertain de ien ies of this odel. 
n the one hand, there are large ariations of data 

during just one year, and on the other hand, which 
is ore i portantly and hara teristi  for e ono i  
o urren es, it is i possible to e plain the ariations 
of the dependent ariable, as u h as e in lude 
the  into the odel.  he une plained fa tors 
are through the independent variables included in 
the odel and a u ulate in residues. ith the 
ariations of independent ariables and ariations 

of rando  error i and  they ary and are not e ual, 
hi h is the assu ption of the heteros edasti ity.  

he proble  of re o ing the heteros edasti ity in 
ross se tion odels o er o es the possibilities of 

this paper. It is ertain, that spe i  in onsisten ies 
of a gra itation odel e ist, but they are a epted 
and ostly re o ed , be ause the analyti al 
alue of the ultiple results is obtained and that is 
hy the gra itation odel is still used in e piri al 

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

ording to the e ono i  theory, the e port 
gro th is the basis of e ono i  re o ery of e ery 
ountry and debates on this sub e t are a uiring 

a pro inent pla e, not only in the a ade i  
o uni ation, but in the ider professional and 

publi  ir les as ell. he proble  is in identi ation 
of opportunities of a uire ent of an e port
oriented re o ery, i.e. hi h a roe ono i  
poli ies are ai ed at regional reorientation, and the 
like. 
In this regard, the trade of agricultural and food 
produ ts is of spe ial i portan e for e ery ountry, 
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 
agri ultural and food produ ts 01 2  tari lists of 
the uni ue usto s no en lature  bet een osnia 
and Herzegovina and Montenegro, applying the 
gra ity odel of foreign trade. he foreign trade of 
agricultural and food products between Bosnia and 
Herzegovina and Montenegro will be expressed in 
on ertible arks M  in this paper.

aluation of e port of agri ultural and food 
produ ts, using the gra ity odel bet een osnia 
and er ego ina and Montenegro, i.e. the e aluation 
of distan e ariable used data infor ation on the 
distan e bet een the a or ities of osnia and 
Herzegovina and Montenegro, i.e. distance between 
Sara e o and odgori a .udal enost. o  .
2.1.  he e aluation of the e port of agri ultural 
and food produ ts fro  osnia and er ego ina to 
Montenegro by the appli ation of the gra ity odel

he results of the appli ation of the gra ity odel 
in the e port of agri ultural and food produ ts fro  
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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he potential of the e port of agri ultural and 
food produ ts fro  osnia and er ego ina to 
Montenegro by the appli ation of the gra ity 

odel is 88, 11 illion M. he data obtained 
on the potential of the e port of agri ultural and 
food produ ts fro  osnia and er ego ina to 
Montenegro by appli ation of the gra ity odel 
88, 11 illion M  are a lot higher than the 

original data series based on a nu ber of years 
a erage series of 11 years  of . 0 illion M. 

he e ono y of osnia and er ego ina has the 
apabilities to al ost 2. fold in rease in e port 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 gra ity odel of the i port into 
osnia and er ego ina fro  Montenegro are 

shown in the Table 2.  

able 2. Results of the gra ity odel of the i port into i  fro  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 

Sour e  he analysis of authors based on data fro  .trade ap.org  taken o er on 20 10 201    

he potential of the i port of agri ultural and 
food produ ts into osnia and er ego ina fro  
Montenegro is de ned at the le el of 7 . 10 

illion M and it is signi antly higher than the 
a tual i port into osnia and er ego ina fro  
Montenegro. he data obtained on the potential 
of the i port of agri ultural and food produ ts 
fro  Montenegro into osnia and er ego ina by 
appli ation of  the gra ity odel 7 . 10 illion 

M  is al ost four ti es higher than the original 
data series, based on a nu ber of years a erage 
series of 11 years  of 1 .7  illion M.

Conclusion 

his paper presented the appli ation of the gra ity 
odel in the trade bet een osnia and er ego ina 

and Montenegro. In e piri al ter s, the gra ity 
trade odel is onsidered to be a ong the ore 
su essful. he gra ity odel relati ely ell e plains 
the relationships and hanges in the orld trade. 

esides nu erous riti s, the gra ity odel ay 
indi ate that the positi e relation ith the gross 
do esti  produ t and the negati e relation ith 

a distan e, ay be a o er  for a lot of di erent 
e ono i  assu ptions. 

he results of the gra ity odels are ery o en in 
o plian e ith reality, hi h akes the appli ation 

of this odel popular and a ra ti e. t the sa e 
ti e, the results of gra ity odels sho  di erent 
results of the foreign trade than the a tual situation 
is in the reality, hi h eans that the results of the 
gra ity odel an ser e as an orientation in the 
e ono i  poli y and the foreign trade poli y of a 
country. 

he appli ation of the gra ity odel in the trade of 
Bosnia and Herzegovina and Montenegro showed 
that the potential of the osnia and er ego ina s 
e port to Montenegro, by appli ation of the gra ity 

odel,  as 0.1 28 illion, hile the a tual 
a ount is , 0 illion M. 

he analysis of the data of the i port fro  
Montenegro into Bosnia and Herzegovina shows 
that the i port is 7 . 10 illion M and it is higher 
than the a tual i port of 1 .7  illion M.
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COMMUNICATIONS

a o Rol i  h , professor, ditor in Chief

he rst topi  I ould like to o er to our readers as a hallenge in the hapter of Co uni ations is the 
follo ing

I a  not sure hether the situation in sale and retail is still the sa e as it as in the id 1 70s, hen I 
as a young resear her at the Institute of ono i s, but I a  sure that the issue has been ta kled up to 

the present. he issue is about ri e in arketing, trade and sale. uring those years, I parti ipated in an 
international pro e t e elop ent of osanska ra ina gro o ple   1 7  here I et an  
e pert, a arketing professor fro  ran e. I re all that at the beginning of his presentation he said so ething 
like this  here is only one book in ran e hose ontents keep gro ing and updating hile its sales in reases. 
Its title is o  to Shopli  and Methods and Measures of re enting he s . 

er ti e, this type of a ti ity  in arketing, trade and sale had been onstantly in reasing, so a er introdu ing 
the Internet 1  and gradual transition fro  lassi  to ele troni  business, a ne  era of ri inal started. 
oday it has spread not only on arketing, trade and sale, but also on all other for s and seg ents of hu an 

a tion. o e er, no adays it is generally alled ri e and orruption  at the top le el state e ono y . 

I ha e ri en an arti le on the pheno enon Digital Forensics in Evidence and in Mitigating Corruption 
Effects1 , and in this issue of IJSRM there is also a resear h by od i  and Ri ko under the title Political Economy 
of Corruption and Its Implications on Financial Systems. I belie e it is orth entioning that in the a ade i  
year 2018 201  e ill introdu e an M  progra  in Cyber Cri e and igital orensi s. 

he se ond topi  I ould like to o er as a hallenge a ailable for our readers  o ents is urrently ery 
interesting. It regards it oin bubble pri e and its ine itable burst, a ording to e perts. Re ently, its pri e 
has de onstrated great os illations on this arket. irst it started gro ing abruptly, and then it fell rapidly. 
In the it oin trade te hnology it as said that the total nu ber of the printed  oins had been li ited 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 in ation of its alue. Sear hing for the ans ers, in this ne  hapter, I hope e ill dis uss it oin de and 
and causes of its price increase and fall. 

our ditor in Chief

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




