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BALANCED SCORECARD AND ITS BENEFITS FOR UNIVERSITIES 
 

Izet Zeqiri 
South East European University, Macedonia 

i.zeqiri@seeu.edu.mk 
 
Abstract 
Balanced scorecard is without any doubt one of the most usually and at least one of the most 
practical techniques in strategic management in general and strategic planning in particular. 
Originally developed by Kaplan and Norton, the balanced scorecard has proved itself quite valuable 
in business and nongovernmental organizations likewise, it has proven very useful in aligning 
performance against organizational goals. The paper strives to offer an analysis of the balanced 
scorecard technique, in terms of the possibilities for its implementation in universities having in 
mind the benefits and limitations contained within such an approach.. 
 
Keywords: balanced scorecard, strategic management university 
JEL Classification: L1. 
 
1. Introduction to the balanced scorecard 

Balanced Scorecard derives its name from the perceived need of firms to ΓbalanceΔ financial 
measures that are oftentimes used exclusively in strategy evaluation and control with nonfinancial 
measures such as product quality and customer service. An effective Balanced Scorecard contains a 

carefully chosen combination of strategic and financial objectives tailored to the companyΐs 
business. (David, 2011, p. 135). 
In fact, the Balanced Scorecard arose from the authors perceptions on two major problems in 
strategy planning and implementation (Lynch, 2006, p. 617): 
Á Measurement gap. Although most companies measure performance ratios, quality and 

productivity, these are mainly focused on historical figures ς ŦƻǊ ŜȄŀƳǇƭŜΣ ΨIƻǿ ŀǊŜ ǿŜ 
ŘƻƛƴƎΣ ŎƻƳǇŀǊŜŘ ǿƛǘƘ ƭŀǎǘ ȅŜŀǊΚΩ ¢ƘŜ ǘǿƻ ŀǳǘƘƻǊǎ ŘƛǎŎƻǾŜǊŜŘ ǘƘŀǘ ǎǳŎƘ ƳŜŀǎǳǊŜǎ Ƴŀȅ have 
little to do with future success. In addition, although such ratios were important, they did 
not measure other important aspects of future strategy, especially those that were more 
difficult to quantify. For example, future strategy might stress the importance of customer 
satisfaction and loyalty, employee commitment and organisational learning, but none of 
these might be measured. 

Á Strategy gap between general plans and managerial actions. The authors claimed that many 
companies began major new strategic initiatives but that these often had little impact on the 
organisation. The reason was that the strategic plans were often not translated into 
measures that managers and employees could understand and use in their daily work. 

Four perspectives are integrated to form the balanced scorecard framework: financial (concerned 
ǿƛǘƘ ƎǊƻǿǘƘΣ ǇǊƻŦƛǘŀōƛƭƛǘȅΣ ŀƴŘ Ǌƛǎƪ ŦǊƻƳ ǘƘŜ ǎƘŀǊŜƘƻƭŘŜǊǎΩ ǇŜǊǎǇŜŎǘƛǾŜύΣ customer (concerned with 
the amount of value customers perceive was created by the ŦƛǊƳΩǎ ǇǊƻŘǳŎǘǎύΣ internal business 
processes (with a focus on the priorities for various business processes that create customer and 
shareholder satisfaction), and learning and growth όŎƻƴŎŜǊƴŜŘ ǿƛǘƘ ǘƘŜ ŦƛǊƳΩǎ ŜŦŦƻǊǘ ǘƻ ŎǊŜŀǘŜ ŀ 
climate that supports change, innovation, and growth). Thus, using the balanced scorecard 
framework allows the firm to understand how it looks to shareholders (financial perspective), how 
customers view it (customer perspective), the processes it must emphasize to successfully use its 
competitive advantage (internal perspective), and what it can do to improve its performance in 
order to grow (learning and growth perspective). (Kaplan and Norton, 1992)., fig.1. 
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Fig. 1. Strategic controls and financial controls in a balanced scorecard framework (Hitt et al, 2007, p. 
395) 
 
The Balanced Scorecard framework underlines the following core principles (Elkin, 2007, p. 135): 
Á No single measure can provide a clear performance target or focus attention on all the 

critical areas of the business. 
Á The Balanced Scorecard seeks to minimize the common problem of information overload on 

business leaders by limiting the number of measures used. 
Á The approach is a way to clarify, simplify and then operationalize the Mission 

(Purpose/Values/Behaviors/Strategy) at the top of the organization. 
Balanced scorecards combine both qualitative and quantitative measures, acknowledge the 
expectations of different stakeholders and relate an assessment of performance to choice of 
strategy. Importantly, performance is linked not only to short-term outputs but also to the way in 
which processes are managed ς for example, the processes of innovation and learning which are 
crucial to long-term success. (Johnson, 2005, p. 418). A possible form of the balanced scorecard 
model is presented in figure 2. 
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Fig. 2. A Balanced Scorecard Approach  (Hill &Jones,2008, p. 383 ) 
 
¢ƘŜ ōŀƭŀƴŎŜŘ ǎŎƻǊŜŎŀǊŘ ŘƻŜǎƴΩǘ ǊŜŦǳǘŜ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ approach to strategic planning. It does, 
however, caution business leaders to look at strategy and performance as a multidimensional issue. 
Financial measures, though important, simply cannot tell the whole story. One of the major benefits 
of the balanced scorecard is that it forces organizations to explicitly consider during strategy 
formulation those factors that are critical to strategy execution. We cannot stress this point enough. 
Good strategy is always developed with an eye toward how it will be implemented. Issues within the 
balanced scorecard such as employee training, corporate culture, organizational learning, and 
executive leadership are critical to the implementation of any strategy. (Ferell & Hartline, 2011, 
p.55). 
Several advantages are gained by implementing the balanced scorecard (Rothaermel, 2015, p. 145): 
Á Communicate and link the strategic vision to responsible parties within the organization. 
Á Translate the vision into measureable operational goals. 
Á Design and plan business processes. 
Á Implement feedback and organizational learning in order to modify and adapt strategic goals 

when indicated. 
 
2. The balanced scorecard in higher education institutions 
Examining existing literature, one finds few works exploring application of the BSC to HEIs. Previous 
studies have addressed the applicability of the BSC to non-profit organisations, thereby highlighting 
the need for such organisations to utiltise the BSC in improving performance effectiveness and 
enhancing service value to their customers. In general, Schools are regarded as not for profit 
organizations, although in some cases private schools may be driven by business objectives. Their 
vision and mission normally focus more on customer satisfaction rather than profitability concerns. 
(Hosaini and Sofian, 2015, p.4). 
In higher education, as in business, there are time-honored tradition relative to the measurement of 
excellence. Rather than emphasizing primarily financial measures, higher education has historically 
emphasized academic measures. Motivated, as with business, by issues of external accountability 
and comparability, measurement in higher education has generally emphasized those academically-
related  variables that are more easily quantifiable. Familiar examples are student and faculty 
demographics, enrolment, grade point average, scores on standardizes tests, class rank, acceptance 
rates, retention rate, faculty-student ratios, graduation rates, faculty teaching load, counts of faculty 
publications and grants and statistics on physical and library resources. (Ruben, 1999,p.3). 
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Brown (2012) introduces the following balanced scorecard map for universities, fig. 3. 
 

 
 
Fig. 3. Balanced Scorecard Strategy Map (Brown, 2012, p.7). 
 
The high education institutions should assess in the strategic perspectives of BSC framework, and 
their strategic positions. The proposed balanced scorecard framework can help universities and 
other higher education institutions to utilize intangible assets they need for future growth. It should 
be viewed as a complement rather than a replacement for traditional financial assessment 
measures. The balanced scorecard technique enables university to link long-term strategic planning 
to short-term, tactical actions. Its implementation provides a critical linkage between financial and 
operational measures on customer satisfaction, internal processes and the organization's innovation 
and improvement activities. (Muhammad Al-Ali, 2012,p. 1490) 
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3. Conclusions 
Although the Balanced Scorecard framework has been widely accepted and implemented by 
business organizations, and although the authors have provided a very clear framework for not for 
profit organizations, the fact remains that when it comes to universities in general and those in the 
Republic of Macedonia in particular, this framework is not presented enough. Although we had 
made an attempt to analyse the reasons behind the lack of implementation of the balanced 
scorecard framework in universities in the Republic of Macedonia, the results showed a serious lack 
of knowledge on this framework and its benefits. But, on the other hand it should be noted that the 
cases of universities that implement this framework show positive results in aligning their resources 
and plans for the future as well as improved functionality and work results. 
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Abstract 
The aim of this paper is to try to analyze the impact of sǘŀŦŦ ǘǊŀƛƴƛƴƎ ƛƴ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ {a9Ωǎ ƛƴ 
Macedonia. The main focus is the empirical analysis which is case based and as a sample is taken 60 
companies in the whole country. The data are gained through a structured questionnaire where we 
analyzed issues like the existence of person/department of HR, the frequency of staff training, the 
motives of conducting training, it is internal based training or they hire external experts, the aim of 
the training, the effect of training in the employees and how does ŀƭƭ ǘƘƛǎ ƛƳǇŀŎǘΩǎ ƛƴ ǘƘŜ ŦǳƴŎǘƛƻƴƛƴƎ 
ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ {a9Ωǎ ƛƴ aŀŎŜŘƻƴƛŀΦ  
CǊƻƳ ǘƘŜ ǊŜǎǳƭǘ ƻŦ ǘƘŜ ǎǳǊǾŜȅ ǿŜ ŎƻƴŎƭǳŘŜ ǘƘŀǘ {a9Ωǎ ŀǊŜ ǎǘŀǊǘƛƴƎ ǘƻ ŀŎƪƴƻǿƭŜŘƎŜ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ 
HRM in their daily functioning and especially the training of the staff because they can see the 
results of the training in a very short period of time.     
 
Keywords: staff training, development of SME, HRM,  
JEL Classification: M53, O15. 
 
Introduction 
The aim of this paper is to analyze the importance of staff or employee training in the overall 
performance of the small and medium enterprises.  
!ǎ ǿŜ ƪƴƻǿ {a9Ωǎ ŀǊŜ ǾŜǊȅ ƛƳǇƻǊǘŀƴǘ ǎŜƎƳŜƴǘ ƻŦ ǘƘŜ ŜŎƻƴƻƳȅ ƻŦ ŜŀŎƘ ŎƻǳƴǘǊȅ ŀǎ ǘƘŜȅ ŜƳǇƭƻȅŜŜ ŀ 
lot of people, more than the big enterprises. They also are a source of innovation and contribute in 
different aspects of the economy. A significant role in this has the human resources of the 
enterprises that is the staff or better said its employees.  
Proper and adequate management of human resources helps the enterprises in particular small and 
medium enterprises in achieving their goals. As already known, in a lot of functions are conducted in 
during the process of managing the human resource management such as recruitment, selection, 
development and training. All these functions are interrelated and there should be a synergy 
between them that will result in growth and development of enterprises in general.  
Our focus will be in analyzing impact of staff ore employee training in the development of small and 
medium enterprises in Macedonia. Through our structured questionnaire we asked the enterprises 
about issues such as, do they have HR person or department, do they conduct training, how often 
the training is conducted, the impact of training in development of the enterprise and development 
of the staff. 
The remaining of the paper is as follow: section II reviews the exciting contemporary literature about 
training and development, section III describes the methodology and data, section IV presents and 
analyses the data of the survey, section V gives the conclusions of the paper and section VI is 
dedicated to references used in this paper.   
 
Literature Review 
There are a lot of research that has been done regarding the importance of HRM in functioning and 
the succession of small and medium enterprises but not a lot deals with the impact and importance 
of training in this aspects. Even though the staff training has been ignored as an activity that could 

mailto:s.abduli@seeu.edu.mk
mailto:a.arifi@seeu.edu.mk
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ƘŜƭǇ {a9Ωǎ ƛƴ ŎǊŜŀǘƛƴƎ ǾŀƭǳŜ ŀƴŘ ŦŀŎƛƴƎ ǘƘŜ ŎƻƳǇŜǘƛǘƛƻƴΣ ǘƘƛǎ ŀǇǇǊƻŀŎƘ Ƙŀǎ ŎƘŀƴƎŜŘ ŀ ƭƻǘ ƛƴ ǊŜŎŜƴǘ 
years. Noe (2010) states enterprises that use innovative training practices are likely to achieve better 
financial performance than their competitors that do not conduct training at all. 
Another benefit of training for SMEs according to Jones (2004) is that the training helps them to 
withstand the very latest accounting and information technology systems, management concepts 
and production techniques, 
According to different researchers (Bryan, 2006; Hashim & Ahmad, 2006; Jones, 2004; Cosh, Duncan, 
& Hughes, 1998; Barry & Milner, 2002; Huang, 20011; Smith & Whittaker, 1999; Betcherman, Leckie, 
& McMullen, 1997; Marshall, Alderman, Wong, & Thwaites, 1993; Jennings & Banfield, 1993; Collier, 
Green, Peirson, & Wilkinson, 2004), the impact of training should assess the its effectiveness and 
their general conclusion is that training facilitates expansion and increased profitability, productivity 
and competitive advantage. Jones, et al. (2013), emphasize that there is a connection point between 
satisfaction that SME has in meeting the needs of its employees for training through a range of 
training methods and level of impact of training on business performance. The conclusion from their 
research is that the owners-managers of SMEs have been able to distinguish the differences 
between the impact of individual training methods in business performance. In general, owners-
managers noted that the training methods offered benefit and this reflected in their business 
performance. 
Aragon-Sanchez et al. (2003), in their study done in over 457 small and medium enterprises 
concluded that there is a significant link in the effects of training on business performance in terms 
of efficiency and profitability. 
 
Methodology and data 
In this paper we have used primary and secondary data. Primary data are taken from books, 
scientific papers, statistical data published in various journals, magazines and other information in 
the form of reports, articles and the like of the relevant fields. In this paper we have used the 
structured questionnaire as the primary source of data. The questionnaire was distributed among 85 
{a9Ωǎ ŀƴŘ ǿŜ ǊŜŎŜƛǾŜŘ ŀƴǎǿŜǊ ŦǊƻƳ сл ƻŦ ǘƘŜƳΦ ¢ƘŜ ǉǳŜǎǘƛƻƴƴŀƛǊŜ ǿŀǎ ŎƻƳǇƻǎŜŘ ƻŦ ǘǿƻ ǇŀǊǘǎ 
where the first part has been general one and in the second part is composed of questions regarding 
issues raised in the paper. The results obtained were processed through the SPSS statistical program 
where why analyzed the results and draw the conclusions 
 
Discussion of results  
The first question of the questionnaire was about the size of the firm or the enterprise that was 
surveyed. From the total 60 enterprises 6 of them were microenterprise, 20 small enterprises and 34 
were medium enterprises. For this classification of the enterprises it was used the Macedonian 
system on classification of enterprises.   
 
Figure 1 - 9ƴǘŜǊǇǊƛǎŜΩǎ ǎƛȊŜ 

 
     Source: Survey results 
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The second question was about the fact that how many years they are operating in the market. Most 
of the enterprises were present in the market more than 15 years, in total 43, the other 15 were 
present in the market between 7-15 years, and only 2 enterprises were operating only for 3-6 years.  
 
Figure 2 - Years of operating 

 
    Source: Survey results 
 
Third question was about the ownership structure of the enterprise. Most of the enterprises that we 
part of the survey were enterprises with one owner (61%), 27% of the enterprises were in 
partnership with another person and only 7% had three owners. 
 
Figure 3 - Ownership structure 

 
 Source: Survey results 
 
The next question of the questionnaire was about where the enterprise trains its staff or employees. 
And the results was interesting, 70% of the enterprises that were part of the survey confirmed that 
ǘƘŜȅ ŀǊŜ ŎƻƴŘǳŎǘƛƴƎ ǘǊŀƛƴƛƴƎ ŦƻǊ ƛǘǎ ǎǘŀŦŦ ŀƴŘ ƻƴƭȅ ол҈ ƻŦ ǘƘŜƳ ǎŀƛŘ ǘƘŀǘ ǘƘŜȅ ŘƻƴΩǘ ŎƻƴŘǳŎǘ ǘǊŀƛƴƛƴƎ 
for its staff. 
 
 
 
 
 
 
 
 
 

0 10 20 30 40 50 

3-6 years 

7-15 years 

15+ 

2 

15 

43 

One owner 
61% 

Partner with one 
person 
27% 

Partner with two 
persons 

12% 



 

                                   

CONFERENCE PROCEEDINGS 

 

14 
 

      ISCBE'17 BUILDING BRIDGES BETWEEN BUSINESS 
RESEARCH AND INDUSTRY NEEDS 

Figure 4 - Do you conduct training for your staff? 
 

 
  Source: Survey results 
  
Figure 4 - The type of training 
But most importantly was the next question that we asked the enterprises. This question was that 
whether the training is informal (done by colleagues, supervisors or managers) or it is done by 
specialized company or person. The majority of the companies said that most of the training of their 
staff it is done informally, that is, it is done either by colleagues, supervisors or the managers. Only 
12% of the enterprises had conducted a formal training which was done by a specialized company. 
 

 
Source: Survey results 
 
The next question was related to the previous question and were we asked the enterprises who they 
train whether it is newly recruited employee, low skilled or all employees. So, from the previous 
question we understood that 42 enterprises were conducting informal or formal training for their 
staff. But when we asked these enterprises who was receiving training, more than half of them 
(67%) claimed that they conduct informal training only for the newly recruited employees, 21% for 
the low skilled staff but still was informal training and only 12% were training all of it employees. In 
fact these were the companies that have done formal training for all of their staff.  
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Figure 5 ς Who is trained? 

 
    Source: Survey results 
 
The next question that we asked the enterprises that did conduct training for its staff or employees 
was about the impact of the training (formal or informal) in the performance of the employees.  The 
majority of enterprises (74%) claimed that the training whether be formal or informal has a great 
impact on employees performance, 21% of them claimed that it has an average impact and only 5% 
claimed that it had very little impact.  
 
Figure 9 - ¢ƘŜ ƛƳǇŀŎǘ ƻŦ ǘǊŀƛƴƛƴƎ ƛƴ ŜƳǇƭƻȅŜŜǎΩ ǇŜǊŦƻǊƳŀƴŎŜ 

 
          Source: Survey results 
 
In the last question we asked the enterprises, was about the impact that the training of the 
employees had on the development of the enterprise. Not surprisingly, most of the enterprises 
(78%) claimed that the training had a great positive impact on the development of the enterprise, 
17% claimed that it had average impact and only 5% claimed that it had a very little impact (Note: 
the development was measured in terms of increased sales, increased profit, market share, etc). 
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Figure 10 - The impact of training in the development of the enterprise 

 
          Source: Survey results 
 
[ŀǎǘƭȅ ǿŜ ŀǎƪŜŘ ǘƘŜ ŜƴǘŜǊǇǊƛǎŜǎ ǿƘȅ ǘƘŜȅ ŘƻƴΩǘ ŎƻƴŘǳŎǘ ŦƻǊƳŀƭ ǘǊŀƛƴƛƴƎ ŦƻǊ ǘƘŜƛǊ ǎǘŀŦŦ ǿƘŜƴ ǘƘŜȅ 
acknowledge the importance and the impact of the formal training. The results were as follow, 
where most of enterprises claimed that the main reason for not conducting formal training is the 
financial difficulties that they are facing (68%), 19% fear that after a period of training the employee 
hŜ ƳƛƎƘǘ ƭŜŀǾŜ ǘƘŜ Ƨƻō ŦƻǊ ŀ ōŜǘǘŜǊ ƻƴŜΣ ŀƴŘ мо҈ ŎƭŀƛƳŜŘ ǘƘŀǘ ǘƘŜǊŜ ƛǎƴΩǘ ŀ ŎƻƳǇŀƴȅ ǘƘŀǘ ǇǊƻǾƛŘŜǎ 
training that can fulfill their needs for training. 
 
Figure 11 - The reasons for not conducting a formal training  

 
 Source: Survey results 
 
Conclusions  
Based on the analysis and research done in this paper we can say that the small and medium 
enterprises are beginning to realize the importance of training of their staff and the impact that it 
Ƙŀǎ ƻƴ ŜƳǇƭƻȅŜŜǎ ŀƴŘ ŜƴǘŜǊǇǊƛǎŜΩǎ ǇŜǊŦƻǊƳŀƴŎŜΦ 9ǾŜƴ ǘƘƻǳƎƘ ǘƘŜȅ ŀŎƪnowledge the importance of 
formal training there is still a lot to be done because only a fraction of them conducts formal training 
with is done by a specialized company. Most of the enterprises rely of informal training where the 
colleagues, supervisors or managers train their staff and mostly their new recruited staff or the low 
skilled one. The main reason for not conducting a formal training is the financial aspect due to the 
fact the most of them faces with financial difficulties.  
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Abstract 
The lack of financing sources makes often firms to be relied on accounts payable. On the other hand, 
firms offer to their clients to buy products/services on credit making thus they to be motivated and 
increase sales. The difference between accounts receivable and accounts payable is known as the 
net trade credit (hereafter NTC). Thus, it presents the difference between trade credit provided to 
clients and trade credit obtained from suppliers. 
Several studies are focused on trade credit and factors that affected it. Factors are examined from 
the micro and macro perspective. This study also tries to examine determinants of the NTC for a 
sample for the period 2012-2015. Selected firms are SMEs and operate in the Pollog region. The 
determinants are selected and examined following previous studies. Dependent variable is the 
ŘƛŦŦŜǊŜƴŎŜ ōŜǘǿŜŜƴ ǘǊŀŘŜ ǊŜŎŜƛǾŀōƭŜǎ ŀƴŘ ǇŀȅŀōƭŜǎΣ ǎŎŀƭŜŘ ōȅ ǎŀƭŜǎΦ CƛǊƳΩǎ ǎƛȊŜΣ ǇǊƻŦƛǘ ƳŀǊƎƛƴΣ ǊŜǘǳǊƴ 
on assets (hereafter ROA) and current liabilities to sales are independent variables. Results show 
that on average there is negative NTC. Moreover, firms with higher total assets and profit margin 
used less net trade credit, whereas firms with higher ROA used higher NTC. Current liabilities to sales 
ǿŀǎ ŎƻƴŦƛǊƳŜŘ ƴƻǘ ǘƻ Ǉƭŀȅ ŀ ǎƛƎƴƛŦƛŎŀƴǘ ǊƻƭŜ ŀƴŘ ƘŜƴŎŜ ŘƛŘƴΩǘ ŀŦfected NTC. 
 
Keywords: trade credit, determinants, regression, profitability. 
JEL Classification: C50, G10. 
 
 
1. Introduction  
The concept of trade credit is very important in financial management. Trade credit plays an 
important role in financial performaƴŎŜ ŀƴŘ ƛƴŘƛŎŀǘƻǊǎΦ /ƻƳǇƻǎƛǘƛƻƴ ƻŦ ŀƴ άƻǇǘƛƳŀƭέ ǘǊŀŘŜ ŎǊŜŘƛǘ ƛǎ 
ǎƭƛƎƘǘƭȅ ŜŀǎƛŜǊ ǘƻ ōŜ ǿǊƛǘǘŜƴ ǘƘŜƴ ǘƻ ōŜ ŀŎƘƛŜǾŜŘ ƛƴ ŜǾŜǊȅ ŘŀȅΩǎ ōǳǎƛƴŜǎǎ ƭƛŦŜΦ /ƻƳǇƭŜȄƛǘȅ ƻŦ ǎǳŎƘ 
composition is that trade credit is not an isolated economic and financial issue. There are several 
factors or determinants that may affect decisions regarding trade credit. In this context managers 
are facing with further, but not limited issues: 
(1) To sell or not on credit? 
(2) If yes, how many days to wait for collecting money? 
(3) What portion accounts receivable should take to total assets? 
(4) When should be expanded the collection period and which are related effects? 
(5) Can we find suppliers that allow us to buy on credit and what are limits/conditions? 
(6) How much we should sell and buy on credit? Etc. 
It is clear that these decisions are enough complex and time by time they should be adjusted in line 
of outside environment. For example, if clients have possibilities to pay after 60 days at our 
competitors, why they would buy our product/service and pay after 30 days, assuming other things 
are similar. In such conditions, there is a need that collection period to be adjusted in conformity of 
outside business environment. On the other hand, trade credit policy is not static view from crisis 
and non-crisis times. In a normal business situation is more easy to forecast business activity rather 
than in crisis effects. 
For above dilemmas and rest, underlying trade credit theories and practices give explanations. Many 
researches are performed in line of explaining potentially factors that may affect trade credit 
ŘŜŎƛǎƛƻƴǎΦ Lƴ ǘƘƛǎ ǎǘǳŘȅ LΩƳ ǘǊȅƛƴƎ ǘƻ ōǊƛƴƎ ŀƭǎƻ ŜƳǇƛǊƛŎŀƭ ŜǾƛŘŜƴŎŜ ǿƛǘƘ ƭƛƳƛǘŀǘƛƻƴǎ ǘƘŀǘ ǘƘŜ ǎǘǳŘȅ ƘŀǎΦ 
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I provide here preliminary evidence because this study may be a pioneering research for trade credit 
of SMEs in Macedonia. Probably is expected trade credit to play a role as source of funding for SMEs 
in Macedonia. The lack of other financing alternatives (except banks loans) makes these businesses 
to finance business activities using trade credit. In previous study Deari (2015) revealed that non-
financial firms listed on Macedonian Stock Exchange sold more than bought on credit. This study 
provides evidence which argue that SMEs obtained more than provided on credit, i.e. negative net 
ǘǊŀŘŜ ŎǊŜŘƛǘΦ .ǳǘΣ ǘƘƛǎ ǊŜǎǳƭǘ ŎŀƴΩǘ ōŜ ƎŜƴŜǊŀƭƛȊŜŘ ǿƘŜǘƘŜǊ {a9ǎ ǳǎŜ ƳƻǊŜ ƻǊ ƭŜǎǎ ǘǊŀŘŜ ŎǊŜŘƛǘ ǘƘŀƴ 
larger (listed) firms. Thus, this issue remains open for further future contributions and suggestions 
are welcomed.                   
 
2. Literature review 
As importance of trade credit grows up, interest of researchers is increases too. There are several 
studies realized in this topic. Studies are performed in different times and for different samples of 
firms. Examined factors or determinants less or more are likely to be same. Differences might come 
from determinants calculations or methodologies used by researchers. For example, Nadiri (1969) 
has examined the determinants of trade credit in the U.S. total manufacturing sector and considered 
trade credit as a selling expense.  
Nadiri (1969) proposed a model for the optimal trade credit policy in function of profit maximization 
considering hence the price, quality, volume, and selling costs as variables which has to be 
determined. Furthermore, the author examined the opportunity cost of credit, monetary policy 
indicators and adjustment process.  
Fisman and Love (2002) have examined trade credit, financial intermediary development and 
industry growth for a panel data of 37 industries and 44 countries. The authors revealed that 
industries that are more dependent on trade credit financing, grow quietly faster in countries with 
less developed financial intermediaries. 
Some studies are done in line to examine trade credit and effects from financial crises, or whether 
trade credit substitute and play role of the bank loan. For example, Ono (2001) has analyzed the 
determinants of trade credit in Japanese manufacturing firms and among other findings, revealed 
that trade payables acted as a complement to bank loans.  
Santos and Silva (2014) examined 11,040 Portuguese industrial firms for the period 2003-2009 and 
showed that financially constrained firms, especially in times of financial crisis, used commercial 
credit as an another financing source. 
Sevim, Ekiyor and Tosyali (2016) examined 1,686 firms from Turkey, Romania, Hungary, Latvia, 
Lithuania and Bulgaria, and revealed that due to effects from crisis, firms were driven to sell on 
credit in order not to lose clients. 
Bellouma (2013) examined 300 exporting Tunisian firms for the period 2005-2011 and detected the 
substitute effect between trade credit and bank credit. Moreover, Bellouma (2013) found that 
during the financial crisis firms were relied more on trade credit.  
Ellingsen, Jacobson and Schedvin (2016) studied 52 million trade credit contracts and provided 
evidence that clients preferred trade credit over other available financing sources. 
This paper also tries to study some of determinants-factors that are supposed to affect trade credit. 
The rest of the paper is organized as follows: data and methodology, discussion of results, 
conclusions, and references/bibliography. 
 
3. Data and methodology 
5ŀǘŀ ǳǎŜŘ ƛƴ ǘƘƛǎ ǎǘǳŘȅ ŀǊŜ ŜȄǘǊŀŎǘŜŘ ŦǊƻƳ ǎŜƭŜŎǘŜŘ ŦƛǊƳǎΩ ŀƴƴǳŀƭ ǊŜǇƻǊǘǎΦ ¢ƻǘŀƭƭȅ мр {a9ǎ ŀǊŜ 
examined which have be located and operated in the Pollog region. Accounting data are examined 
for the period 2012-2015 and checked for non-usual observations using Stata program. 
In this study is performed linear regression with unbalanced panel data and the general form is 
presented as below: 
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ä
4

1=k

itkitkitit Ů+ɓX+Ŭ=NTC

  (1) 
where,  
i = 1, 2, 3, ..., 15,  
k = 1, 2, 3, 4 and 
t = 1, 2, 3, 4.  
 
Dependent variable (NTC) and independent variables are defined as presented in table 1. Based on 
consulted previous studies, less or more they are likely to be harmonized in line of variables 
calculations. For example, Demirgiiu-Kunt and Maksimovic (2001) used receivables turnover (total 
sales divided by accounts receivable), payables turnover (total costs of goods sold divided by 
accounts payable), short-term debt to accounts payable as dependent variables. Grave (2011) 
examined trade receivables divided by total assets, trade payables divided by total assets and trade 
receivables minus trade payables divided by total assets. Alatalo (2010) examined trade credit 
provided (trade receivables per sales); trade credit obtained (trade payables per cost of goods sold); 
and net trade credit (difference between trade receivables and payables divided by sales). Thus, in 
this study I have measured net trade credit following Alatalo (2010). 
CƛǊƳΩǎ ǎƛȊŜ ŀǎ ǳǎǳŀƭƭȅ ƛǎ ŎŀƭŎǳƭŀǘŜŘ ŀǎ ƭƻƎŀǊƛǘƘƳ ƻŦ ǘƻǘŀƭ ŀǎǎŜǘǎ ƻǊ ǎŀƭŜǎΦ ¢ƘǳǎΣ ƛƴ ǘƘƛǎ ǎǘǳŘȅ ŦƻƭƭƻǿƛƴƎ 
wǳōƛƻ ŀƴŘ {ƻƎƻǊō όнлммύ L ƘŀǾŜ ƳŜŀǎǳǊŜŘ ŦƛǊƳΩǎ ǎƛȊŜ ŀǎ ǘƘŜ ƴŀǘǳǊŀƭ ƭƻƎŀǊƛǘƘƳ ƻŦ ǘƻǘŀƭ ŀǎǎŜǘǎΦ   
Profit margin and return on assets show how much denars net income is generated from each 100 
denars sales, respectively total assets. These two calculations are based on Xhafa (2005). Finally, the 
ratio of current liabilities divided by sales is calculated following Li (2011).  
 
Table 1: Definition of variables 

Description Abbreviation Calculation 

Net trade credit (NTC) trtpsales (Trade receivables ς Trade payables) / Sales 

CƛǊƳΩǎ ǎƛȊŜ logas Logarithm of total assets 

Profit margin profsales Net income / Sales 

Return on assets ROA Net income / Total assets 

Current liabilities to sales curliabsales Current liabilities / Sales 

Source: Alatalo (2010), Rubio and Sogorb (2011), Xhafa (2005) and Li (2011).   
 
4. Discussion of results 
Results presented in table 2 show that on average selected firms have sold less than have purchased 
on credit. For this reason mean of NTC is negative and the discrepancy between trade receivables 
and trade payables is getting higher in 2014 as presented in figure 1. In term of time value of money 
is recommended the firm to purchase more and to sell less on credit, i.e. to have negative net trade 
credit. Trade payables present a financing source and with no interest. This is reason why firms make 
efforts to extend payment period. But, on the other hand, selling in credit has opposite effects. 
While money from debtors is not collected, respectively investments bring no interest.    
Moreover, selected firms on average produced negative profit margin, whereas each 100 denars 
total assets has produced 3 denars net income. 
 
Table 2: Descriptive statistics 

Variable Obs Mean Std. Dev. Min Max 

trtpsales 53 -0.18 0.78 -3.28 3.45 

logas 53 16.34 1.31 14.08 20.34 

profsales 53 -0.08 0.75 -5.28 0.35 

ROA 53 0.03 0.12 -0.41 0.36 

curliabsales 53 1.51 4.17 0.00 29.71 

Source: own work. 
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Figure 1: Mean of NTC 

 
Source: own work. 
 
Before running regression, data were checked for normality and heteroskedasticity using Shapiro-
²ƛƭƪ ǘŜǎǘΣ /ŀƳŜǊƻƴ ϧ ¢ǊƛǾŜŘƛΩǎ ŘŜŎƻƳǇƻǎƛǘƛƻƴ ƻŦ La-test and Breusch-Pagan / Cook-Weisberg test 
ŦƻǊ ƘŜǘŜǊƻǎƪŜŘŀǎǘƛŎƛǘȅΣ ǊŜǎǳƭǘǎ ƻŦ ǿƘƛŎƘ ŘŜƴƻǘŜŘ ǘƘŀǘ Řŀǘŀ ŘƻƴΩǘ ƘŀǾŜ ƴƻǊƳŀƭƛǘȅ ŀƴŘ Ŏƻƴǎǘŀƴǘ 
variance. Hence, OLS regression with cluster-robust standards errors is run. According to Wiggins 
όмфффύ Χ άǊŜƎǊŜǎǎ ΦΦΦΣ ǾŎŜ όŎƭǳǎǘŜǊύ ŜǎǘƛƳŀǘŜǎ ǘƘŜ ƳƻŘŜƭ ōȅ h[{ but uses the 
linearization/Huber/White/sandwich (robust) estimates of variance (and thus standard errors). 
These variance estimates are robust in the sense of providing correct coverage rates to much more 
than panel-level heteroskedasticity. In particular, they are robust for any type of correlation within 
ǘƘŜ ƻōǎŜǊǾŀǘƛƻƴǎ ƻŦ ŜŀŎƘ ǇŀƴŜƭκƎǊƻǳǇΦέ  
In table 3 are presented regression results. From selected independent variables just current 
liabilities to sales is proved to be insignificant determinant. Regression results denoted that there is 
ƴŜƎŀǘƛǾŜ ǊŜƭŀǘƛƻƴǎƘƛǇ ōŜǘǿŜŜƴ ŦƛǊƳΩǎ ǎƛȊŜΣ ǇǊƻŦƛǘ ƳŀǊƎƛƴΣ ŀƴŘ b¢/Φ Lƴ ǘǳǊƴǎ ǘƘƛǎ ƳŜŀƴ ǘƘŀǘ ŦƛǊƳǎ ǿƛǘƘ 
higher total assets and profit margin used less net trade credit. Moreover, firms with higher ROA 
used higher NTC. 
Performed regression is controlled for possible mulitcollinearity using Variance Inflation Factor (VIF). 
Results of VIF are presented in table 4 and the mean is 5.26, and thus is lower than 10. So, 
multicollinearity is not concerned issue in this regression model. 
Moreover, performed regression model is controlled for correctly specification and thus the model 
specification link test for single-equation models is used. The linktest results denoted that hatsq is 
not significant (t = 0.22), R2 = 0.6394, F (2, 50) = 44.33 and Prob > F: 0.0000, and hence looks like 
that there is no specification error in this model. 
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Table 3: Regression results  

Linear regression 
  
  
  
  
  

Number of obs = 53 

F (4, 14) = 524.50 

Prob > F = 0.00 

R-squared = 0.64 

Root MSE = 0.49 

(Std. Err. Adjusted for 15 clusters in index) 

trtpsales Coef. 
Robust 
Std. Err. 

t P > |t|  [95% Conf. Interval] 

logas -0.18 0.06 -3.15 0.01 -0.30 -0.06 

profsales -1.28 0.54 -2.40 0.03 -2.43 -0.13 

ROA 1.52 0.62 2.44 0.03 0.18 2.86 

curliabsales -0.11 0.10 -1.15 0.27 -0.31 0.09 

_cons 2.78 0.88 3.14 0.01 0.88 4.67 

Source: own work. 
 
Table 4: Variance Inflation Factor (VIF) 

Variable VIF 1/VIF 

profsales 9.68 0.103353 

curliabsales 8.87 0.112721 

ROA 1.29 0.774399 

logas 1.22 0.821953 

Mean VIF 5.26 
 Source: own work. 

 
5. Conclusions 
This study provided preliminary evidence for panel data of 15 SMEs for the period 2012-2015. 
Results denoted that selected firms have obtained more than provided trade credit. Thus, on 
average a negative net trade credit was found. 
CƛǊƳΩǎ ǎƛȊŜΣ ǇǊƻŦƛǘŀōƛƭƛǘȅ ŀƴŘ wh! ǿŜǊŜ ŎƻƴŦƛǊƳŜŘ ǘƻ Ǉƭŀȅ ǎƛƎƴƛŦƛŎŀƴǘ ǊƻƭŜ ŀƴŘ ǘƘǳǎ ŀŦŦŜŎǘŜŘ b¢/Σ 
whereas current liabilities to sales was proved to be insignificant determinant.   
This study has own limitations, so is recommended for the next studies to be focused as following: 
Increase number of firms in the sample and expand the examined period, 
Adding other independent variables, 
Examining effects of crisis and business industry, and 
Adding macroeconomic factors. 
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Abstract 
Distribution of fresh vegetables and fruits is a segment of the supply chain for groceries that is 
constantly evolving and has considerable potential for growth. However, with the opportunities 
there are many technical requirements and standards of the modern systems of supply of fresh 
products that must to be met. Retailers and distributors must have advanced equipment to preserve 
all characteristics of the products throughout entire storage period. The model of distribution center 
we developed is flexible and able to respond to the situation in the industry in Republic of 
Macedonia that has yet to reach the level of the modern European markets. The paper is result of 
several months of work and exploration of current situation in the industry in Republic of Macedonia 
and the business opportunities of an organized network of trading and supply chain centers for 
vegetables and fruits, as well explained in literature from countries with longstanding experience. 
The goal is to offer to the key stakeholders, especially the business community model of distribution 
center with its facilities that is suitable for them. The paper also aims to help the policy makers to 
make a better use of potentials in the production and distribution of vegetables and fruits, especially 
in the light of the leading trends that shape this industry in Europe.  
 
Key Words: Retail trade, Fruits and vegetables supply chains, distribution centers 
JEL Classification: Q11, L16, L23, M31 
 
1. Introduction 
The process of exploration of the potentials for development of modern supply chain for vegetables 
and fruits in the segment of groceries in Republic of Macedonia starts with production and market 
analysis. Next stage is review of the best practices the area of strategic and operational planning of 
the distribution nodes. The strategic planning of these nodes, known as distribution centers for fruits 
and vegetables, includes projecting of the turnover, management of incoming and outgoing 
transport and other smaller, yet critical issues, and ending with the review of the requirements for 
preservation of the products. The design of distribution centers for fruits and vegetables also 
involves their macro and micro location, manipulation and accommodation facilities and spatial 
organization are important parts of the overall strategic planning of these facilities. However, the 
strategic planning of these centers and their operations is only a phase of the entire planning and 
management of the entire supply chain of fruits and vegetables and cannot perform effectively if 
approached as to an isolated effort. The design is vital for maintaining the required quality of the 
services of the distribution centers. Successful planning is dependent on many variables that must be 
taken into account and are very difficult to predict in advance (Thompson at al., 2008). Management 
and engineering aspects are closely intertwined.  The efficient engineering planning of these centers 
and associated facilities is dependent on many assumptions for the volatile factors related to the 
market environment. Estimates of yield in crops based on expectations of farmers on demand, but 
also on factors such as diseases, insects and pests and storms, along with possible political crises and 
various trade embargoes on the traditional routes from field to store, make modeling a very 
complicated effort. Only one of these external factors can have a strong impact on the outcome of 
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the planning. Reliance on only one crop, the only one supply route, the single market, no matter 
how optimal it is, can be very dangerous. The decision is further complicated by the fact that many 
of these external risk factors can serve as an opportunity for and thus be a source of additional 
income. However, to avail such opportunities we need to deviate from the optimum engineering 
plan and to plan extra space or vehicles. Modular and versatile design of the cooling equipment can 
only partially solve the problem of unnecessary costs of cooling the extra storage just to have this 
real option to harness the sudden market opportunities when they and if appear.  
 
2. Literature review 
Fruits and vegetables sector is perhaps the most profitable venture of all farming activities as it 
provides ample employment opportunities and scope to raise the income of the farming community. 
It also has tremendous potential to push the overall agriculture growth (Negi & Anand, 2015). Supply 
chains of fruits and vegetables are networks of farmers and companies that work together to move 
products from the field to the nearby warehouses, transfer, in bulk, to the distribution centers and 
to cooling facilities and warehousing close to the delivery points to the retailers and restaurants 
(Boyette, Wilsonn & Estes, 2014). Distribution centers are the crucial link in the supply chain of fruits 
and vegetables. Besides preserving the freshness of products, other equally important operations of 
sorting are executed there, such as calibration, packaging for shipment and all that, according the 
strict standards for safety and health and in accordance with the agreed delivery time and deadlines 
(Thompson & Kader, 2014).  
The layout design of distribution center should be considered as a smart decision system that 
includes the number of customers, demand forecasting, product groups, condition of product 
conservation, warehousing, transportation management etc. Planning and designing of the supply 
chain of perishable products with limited shelf life such as fruits and vegetables has many critical 
decision points at strategic and at the operational level (Demirtas & Tuzkayaa, 2012). The quality of 
the performance of all business processes during the harvesting, packaging, storage and transport 
together decide on the shelf life and the possibility of good sales of these products (Thompson & 
Kader, 2014). The time between the harvesting and the distribution center admittance and between 
the center and the point of retail sale should be short as much as it is possible (Boyette, Wilsonn & 
Estes, 2014).  For the fruits and vegetables intended to be held in a controlled environment for 
preserving their freshness (onion, potato, lettuce ...) or control their process of raping (tomatoes, 
apples, bananas, pineapple ...) the task is even more complicated (Boyette, Wilsonn & Estes, 2014). 
This is why the distribution centers are dynamic and vibrant business locations and why the well-
designed layout of these centers is one of the most important factors for success in their work. The 
design of a typical supply chain requires solving three sets of problems or tasks: location - allocation, 
inventory control and routing of vehicles (Demirtas & Tuzkayaa, 2012). The problems and tasks of 
location - allocation are typical long-term and strategic issues that determine not only where a given 
facility should be located in the existing network, but also how much capacity it must possess. Since 
many variables and assumptions are dependent on external factors that are very difficult to forecast, 
planning is based on stochastic modeling and the use of Monte Carlo simulation to create as much as 
possible stronger strategic plan. The problems and tasks of control of stocks are medium and short-
term and more tactical and mostly are limited by the previous strategic decision on the location 
(Demirtas & Tuzkayaa, 2012). These stage includes decisions about how much of the individual fruits 
and vegetables should be available from individual farm and / or regions, and the dynamics and the 
rhythm of the incoming and outgoing deliveries during the year. This phase of the planning and 
forecasting of demand per for various crops includes also stochastic modeling and simulation 
estimates of the yield and the demand that also shows high volatility (Demirtas & Tuzkayaa, 2012). 
The problems of routing vehicles are daily operational problems mainly related to the optimal 
schedule of each vehicle in the fleet, based on the tasks, the current location and the destination of 
the vehicles and the road conditions. At this level, the demand and the resources are given (known) 
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and methods of optimization are based on linear programming, integer programming and mixed-
integer programming (Demirtas & Tuzkayaa, 2012). 
Fruits and vegetables require special storage conditions to reduce the loss of quality and consequent 
loss of commercial value of such goods. Several critical issues need to be properly addressed when 
planning such a center (Thompson at al. 1996). First, it is the question of layout. It should offer 
intelligent integration of product handling, storage, packaging and logistics because all these 
activities add value. At the same time, other costs that are necessary, but do not add value as well as 
the supporting services, labor, safety, cleanliness, auxiliary materials, accommodation and the like 
should be kept minimal (Thompson at al. 1996).  
However, the design of the facility should meet the expectations of different actors within the 
supply chain often with conflicting interests. The design of the hall for fruit and vegetables should 
meet the basic principles of logistics and cooling before addressing architectural aspects. Planning of 
the design also depends on the nature of the distribution center. In the case of proprietary 
commercial distribution center, the frequency of incoming and outgoing traffic can be controlled 
easily (Thompson at al. 1996). In the case of distribution centers that offer rented storage space for 
farmers or large traders, the logistical issues can be very complicated, involving many vehicles on 
entrance and exit and many various people must have at least minimum conditions for carrying out 
their business. However, in both cases, the basic principles of logistics that need to be considered 
more or less the same. First of all, the center should be appropriate for the purposes of logistical 
integration of activities that add value, such as handling, storage and packaging. The input-output 
time of the vehicles should be kept at a minimum. The customers should be able to inspect more 
products in short period of time. The capital and operational expenditures should be minimized and 
the opportunities for expansion (modular design) should have priority. In the case of urban centers 
for fruits and vegetables, the interests of brokers and owners are often confronted. While brokers 
want low cost of storage and handling of goods and longer exposure and inspection, the owners and 
managers require a minimum total number of hours of work and presence of the customers in the 
warehouse and the highest possible prices for the services rendered. In such a case, any model will 
have several goals and it is impossible to solve it with linear programming. This requires heuristics 
and data mining algorithms on data from previous year(s) or that of similar facilities, if available 
(Demirtas & Tuzkayaa, 2012).  
Cooling facilities and related operational processes are among the other most important elements of 
the modern supply and distribution chains of fresh fruits and vegetables. The different types of fruits 
and vegetables have very different requirements for cooling. Thus, strawberries and broccoli require 
temperatures close to freezing, while zucchini or tomatoes would suffer such low temperatures. In 
addition, choosing the method of cooling depends on the design of packaging (boxes, baskets or 
bags) (Fruits and Vegetables Storage Conditions,  2016).  
Rapid cooling after harvesting removes the heat from the freshly picked fruits and vegetables and is 
essential for maintaining the freshness of many cultures with a short shelf life. Proper cooling after 
harvesting should reduce enzymatic degradation and respiratory activity (softening), delay or 
prevent the loss of water and growth of microorganisms (fungi and bacteria) and to reduce the 
emission and exposure to ethylene gas (Boyette, Wilsonn & Estes, 2014). Generally, harvesting 
should be done early in the morning or during the night and then the products must be kept in the 
shade away from direct sunlight. This is because the cooling vehicles are intended for pre-cooled 
products and they cannot remove heat fast enough. At best, they can maintain the same 
temperature of the loading. However, the carriers can also contribute to the better cooling and 
fewer losses during the transport. They should precool their vehicles, load the product in a way that 
will ensure maximum air circulation, control the temperature in the truck and finally, provide the 
shortest possible time for transit (Boyette, Wilsonn & Estes, 2014b).  
In most cases, the refrigerator units are located in the distribution center. However, whenever 
possible, it is recommended another building with space for access of different vehicles, parking lot 
where vehicles can be parked while waiting, and easy exit of the unloaded vehicles to a public road. 
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The quick and easy access will reduce the time to start cooling (Boyette, Wilsonn & Estes, 2014b). 
The suitable space should be provided for equipment for calibration and packaging, for storage of 
empty containers and for other miscellaneous items. The needs of such areas should be calculated 
based on the main estimates for the quantity, type of packaging, the size of the trucks for delivery 
and frequency of arrival and departure. In addition, a good idea is to anticipate future business 
development and backup space if you want to capitalize on periods of excess demand (Boyette, 
Wilsonn & Estes, 2014b).  
 
3. Methodology 
This paper presents the results of our almost two years of studying the supporting literature and the 
extensive qualitative field study of the active distributors in the area of Skopje.  We surveyed sources 
from established countries with advanced networks and supply chains of fruits and vegetables such 
as the Republic of Turkey and the United States. For the actual development of the model we used 
the data provided by the National Statistical Office of Republic of Macedonia and the results of our 
field research of the situation in the industry and the target markets. The calculation of the capacity 
of the proposed model is done with the INTARCON software. This paper is our small contribution to 
the Health 2020 Initiative. It is designed to support the ministries and other policy-makers across the 
EU in provision of health issue into all policies, including the nutrition. An effective implementation 
of the initiative requires the governments of the EU members and accession countries to engage into 
partnerships with the whole of society and involving a wide range of stakeholders (Inprofood, 2014). 
 
4. Results of the Study  
4.1 Background  
Republic of Macedonia is a landlocked country. It covers 25,713 km2 of which 857 are water surface. 
About half of the territory is arable land. Of the total of 315.863 hectares, 81% are fields and 
gardens; about 3% are under orchards and 4.5% vineyards. According to the State Statistical Office in 
agriculture, agricultural enterprises and as members of the rural economies in 2014 engaged were 
around 442,000 citizens. The size of agricultural holdings is unfavorable. The average size per farm is 
about 1.85 ha, but about 80% of farming households held less than two hectares, versus the 
European average of 50 ha. The plots are also small and fragmented. The majority of them is smaller 
than 0.2 ha. Small farms and the fragmentation of holdings are the two biggest problems of 
Macedonian agriculture resulting in inefficient use of agricultural land. Additionally, much of the 
land remains uncultivated. As a result, agriculture combined with hunting, forestry and fishery 
participate with only 10% of the GDP while engages app. 17.3% of the total employment (Structure 
of Agricultural Economies, 2014).  
Consequently, Republic of Macedonia is net importer of agricultural and processes food including 
fruits and vegetables. In recent years, state had policy of supporting agriculture, mainly by 
supplementing the income of rural and rural population (subsidies) and by creating conditions for 
investment in the agricultural sector with an aim to improve its competitiveness. These measures 
are beginning to produce effects in higher output, but are criticized for their fragmentation. The Law 
on the quality of agricultural products and regulations arising from it should make order in the 
quality of the agricultural products offer. However, the proper control system for continuous 
monitoring of the quality and the safety of the farm products has yet to be established. The local 
markets of agricultural and food are liberalized in accordance with the obligations undertaken by the 
country's accession to the WTO, CEFTA and the Free Trade Agreement with the EU. Practically, the 
Country has free trade regime. Exports grow, especially in agricultural and food products, reaching in 
2013 504 million euros. Agricultural exports ranges between 14 and 19% of the total exports. The 
major trade partner is the European Union, with a 50% share in the total exports and imports. Then, 
follow the CEFTA countries with a share of 36.5% in exports and 24.7% in imports (in 2013). 
However, in both segments, more than 80% of the overall trading was with just five countries. Seen 
only through the export and import of fruit and vegetables, the situation with the trade with the 
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world, expressed in quantities and value is positive. However, according to the average prices it 
shows that the exports is almost twice cheaper than imports which means that either we export 
inferior products and import expensive or higher quality fruits and vegetables. Vegetables, with 30% 
share in the value of the total agricultural production are the most important products and tend to 
grow further (Agriculture Statistics 2006-2013, 2014).   
 
Table One - Output in tons ς vegetables, Republic of Macedonia 

Output in tons ς vegetables  

  
Total per year  

2010 2011 2012 2013 2014 

Potatoes  200,125 192,675 168,859 189,590 198,943 

Onions 47,432 44,540 43,732 50,787 59,974 

Tomatoes  168,010 165,642 145,818 130,960 160,530 

Paprika 168,150 153,842 166,247 152,153 175,867 

Cucumbers  46,635 49,879 50,093 36,834 48,334 

Source: State Statistical Office Database 

 
Fruits and grapes are the next important group of agricultural products. Fruits production in Republic 
of Macedonia is a well-developed branch of its farming. According to the climatic conditions the 
country is suitable for continental as well as for subtropical fruits.  
 
Table Two - Output in tons ς fruits and grapes, Republic of Macedonia 

Output in tons - Fruits and Grapes  

  
Year 

2010 2011 2012 2013 2014 

Sweet Cherries 5,701 6,019 5,539 6,037 6,324 

Sour Cherries 5,207 6,514 8,127 8,867 8,042 

Apricots 2,996 3,747 4,503 3,968 4,619 

Apples 121,383 124,552 127,171 112,929 95,684 

Pears 7,586 7,460 6,937 7,265 6,195 

Plums 38,431 35,448 35,444 38,902 33,101 

Peaches 10,211 9,039 8,987 11,034 11,558 

Grapes 253,372 235,104 240,461 292,075 195,888 

Source: State Statistical Office Database 

 
According to the State Statistical Office, the gross value added in agriculture in 2013 amounted to 
49.670 million denars or compared to 2012 the nominal growth was 15.9%. Considering the planning 
regions, in 2012, the Southeast Region with 33.3% topped the list, followed by the Pelagonia region 
with 20.8%, while the smallest participation of 3.7% had the Northeast region. The Strategy for 
agriculture expects stable upward trend in production, yields and exports, but only if stable supply 
systems with the necessary equipment are also established. Orchards by the end of the strategic 
period are expected to reach 17,000 ha. It is envisaged that the fruit farmers will take into account 
biological characteristics of the species, substrates and the environmental conditions in the regions 
(regionalization of production). The Strategy calls for increased intensity of controlled plantations 
and planting material and better local processing facilities, as well as modern storage facilities and 
cooling equipment (National Strategy for Agriculture and Rural Development 2014 ς 2020, 2014).   
The data about the average consumption of fresh fruits and vegetables in case of Republic of 
Macedonia prove the importance and the growth potential of the distribution and supply chain. 
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According to experts, people in the Country increasingly buy more fresh fruits and vegetables in 
large supermarkets and green markets. According to the European Information nutritional advice, 
many European countries are taking organized actions to increase consumption of fresh fruits and 
vegetables. Here's how it looks, in their daily consumption of fruit and vegetables per capita in 
individual European countries (EUFIC Review, 2012).  
 
Figure One: Mean fruit & vegetable intake per country, in grams, per day, excluding juices 

 
Source: EUFIC Review 01/2012 
 
Only Poland, Germany, Italy and Austria are over the recommended daily consumption of 400 grams 
per inhabitant. Recommendations of the World Health Organization have been achieved only with a 
quarter of children in Europe. The average consumption of vegetables in Europe is estimated at 86 
grams per day per capita, and 141 grams of fruits. Combined with fruits and vegetables, the best 
score per capita have Austria and Portugal, and the worst Iceland and Spain. Northern countries 
prefer fresh products while Southern European countries preferred more cooked fruits and 
vegetables. More than a half of European countries are below the recommended 400 grams. We 
also consume many tropical and citrus fruits and recently exotic fruits, especially in the major 
supermarkets. Imported tropical fruits are consumed in the country and exported to the neighboring 
countries, particularly to Republic of Kosovo. The county also grows some tropical fruits like kiwis 
and persimmons. According to the Customs, we also consume 2.5 kg of frozen fruits per capita, 
which together gives about 95 kg of fruits per capita annually. Compared with the European score, it 
turns that we consume fresh vegetables and fruits app. 967 grams per day per capita and that we 
are in a much better position than the developed countries of Europe. This especially having in mind 
that many of the homegrown products are not statistically traced. On the other hand, since we cook 
and prepare our food at home, much of the vegetables and fruits most probably are also consumes 
prepared.  
 
4.2. Capacity  
Cooling capacity is a measure of the installed power and reflects the speed at which a coolant 
system transfers heat and cold and is expressed as refrigerating-ton. It equals a power needed to 
turn a ton of water in ice in 24 hours, or 288.000 BTUs, or 82 KWh. On hourly basis, it is 12.000 BTU 
or 3.5 KW (Boyette, Wilsonn & Estes, 2014b). Although the refrigeration capacity and the capacity of 
accommodation are different characteristics, they jointly determine the size of the object and decide 
on the power of the cooling system that needs to be installed. The optimum power is determined by 
three factors: the weight of the product to be cooled, the time required for proper cooling and the 
size and characteristics of the warehouse (Boyette, Wilsonn & Estes, 2014b). The next factor is the 
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time of cooling. Ideally, cooling should take place fast enough to prevent degradation of the product, 
but not too fast. Cooling faster than is necessary is unduly expensive because the cooling system 
must be much larger and electricity costs will be higher. The rule of thumb is that to cool twice as 
fast the energy needed doubles while installed power triplicates. The third factor is the space (size, 
isolation) and the organization of the work process. Here the rule is that one-half of the cooling 
capacity in a typical object is used to compensate for the heat-loss through the floor, walls, ceiling 
and doors (Boyette, Wilsonn & Estes, 2014b). The decision to sell the products immediately or to 
store them depends on the availability of space and the market expectations about the movement 
of the price. it is better to build sufficient storage space upfront than to upgrade later. With the size 
of the building, the cost per square meter is reduced, and energy efficiency grows. Abundant storage 
space should not be overlooked, because one of the main benefits of cooling is the market flexibility 
provided with the storage. On the other hand, the excess (unused) storage space is a waste of 
energy and money. The formula for determining the required space is 3.2 times gross volume (fruits 
plus packaging) of goods to be stored, and the volume divided by the height of the ceiling gives the 
necessary area for the placement of goods (Thompson at al., 2008). The height of the ceiling should 
be used efficiently. Not more than 18 inches (45 centimeters) should be left free. However, to allow 
good air circulation no merchandise should be ever being arranged closer than 45 cm to the ceiling 
(Boyette, Wilsonn & Estes, 2014b).  
 
4.3. Operational Strategy 
Sufficient space for accessing and manipulation with the products in the chamber should be allowed. 
In small and medium chambers, up to 25% of the layout should be dedicated to the carts. Goods 
should never touch the walls. Space to the wall must be at least 15 centimeters, to ensure good 
circulation of cool air. In addition, the space should be left in front of the evaporator or the ethylene 
and microorganisms remover. Doors, ramps to load and additional work areas must be well located 
to ensure easy flow of goods. Doors and walkways should be at least 1.5 times wider than the width 
of carts. Plastic curtain is added to reduce the loss of energy when the door must remain open 
longer period (Fruits and Vegetables Storage Conditions, 2016).  
 
4.4. The Size of the Model   
Due to different requirements of individual plants in connection with the ethylene gas, temperature 
and humidity requirements and the need for fast respond to the market requirements, the model 
we suggest for retailers in Republic of Macedonia and the Region, should have at least three 
modules or separate cold chambers. Consequently, at least one chamber can be used in pre-cooling 
mode of insufficiently chilled products. Calculations show that each of these modules should have a 
volume of at least 80 cubic meters, enough to accommodate a tractor of new goods plus the current 
stock of half tractor. We recommend three times 100 cubic meters, since the price rises only 0.5% 
for each percent of additional capacity. The total thermal load of this model assuming that 90% of 
the goods will be pre-cooled and that the chambers will be filled 66% was calculated according to 
the following parameters: 
 
Table Three ς The calculation of the thermal load  

Total thermal load BTU/h % 

Walls, floor and sealing   18,000 66.5% 

Hot products  needs 1,180 4.30% 

Cold products needs 5,470 20.1% 

Service load (10%)  2,450 9.1% 

Total Thermal Load 27,100 100.0% 

 
The necessary power should be 2.52*27.000/12.000 or five refrigerating tons. The total installed 
power of the compressor unit would have to be 21 KW. This model follows also the requirements set 
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by Thompson, Kader and Sylva (1996), who found that the best storage environment for an 
individual fruit or vegetable depends on its unique requirements for temperature, relative humidity, 
and ethylene exposure. Most compatibility charts for mixing products during postharvest handling 
divide fruits and vegetables into eight groups. In practice it is very difficult to separate products into 
this many groups-very few wholesale or retail handling facilities, if any, have eight temperature-
controlled rooms, so they develop simplified three groups, that we also sugest for the case of our 
distribution centers.  
 
4.5 Assessment of the financial and non-financial benefits 
Based on the current market prices of such equipment, the system if hosted in an existing 
warehouse would cost no more than 20,000 euros. Only measured by the direct effects (20% 
difference in the shelf price) the investment will pay off after three years, which is quite acceptable. 
Besides the direct monetary effects, the high standards of storage does not degrade the quality of 
the goods which the consumers will recognize it as a greater value for their money and stick with the 
merchant who offers such quality consistently throughout the year. 
 
5. Conclusions and Recommendations 
Aware that most of the targeted industry participants already have sufficient knowledge of the 
issues and probably have visited some of the modern distribution centers or even have their own 
facilities of this kind, our main intention with this paper is to point out few important aspects of the 
modern distribution and trade of such products. Furthermore, we want to advice the creators of the 
trade policies to help the development of this sort of facilities in public private partnerships. If the 
Republic of Macedonia wants to remain competitive, then it is indispensable to keep up with the 
latest standards and the best practices in this field. All participants in the distribution system from 
the farms to the stores, homes or restaurants should be aware that the system will be as much 
successful as successful is the weakest participant. Finally, the distributors need jointly to approach 
the other participants in the system (farmers, transporters and retailers) and, above all, in front to 
the government and the relevant ministries. They must to show that the investments in such 
equipment are not luxury, but requirement for the development of this industry in the Country. This 
will help them in their joint quest for subsidies and tax incentives for the purchase of new and 
replacement of old, energy inefficient equipment. The entire potentials of the subsidies in the 
agriculture cannot be utilized without high standards in distribution and the financial effect of the 
export of fresh fruits and vegetables will lag behind.  
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Abstract 
Uncertainty and turbulence is the every-day reality for most of the companies. Fierce competition 
from domestic and foreign competitors has pressed companies to pursuit supply chain agility in a 
systematic manner. Agility is the capacity to rapidly adopt in responses to unexpected and 
unpredicted changes in competition, events, market opportunities, and customer requirements. 
Supply chain agility is supposed to enable firms to build sustainable competitive advantage through 
synchronization of supply with demand. Another benefit of agility is the ability of companies to 
better serve to final customers, thus increasing their satisfaction and loyalty.  
This study aims to empirically investigate the supply chain agility ς customer loyalty among Albanian 
retail companies, using a hierarchical linear modeling approach. The data were collected during 
autumn 2015 from retail companies as well as from their customers. Drawing from existing 
literature, agility is conceptualized as comprised of five dimensions: alertness, accessibility, 
decisiveness, swiftness and flexibility. The model proposed analyzes the direct positive impact that 
supply chain agility has on customer loyalty. 
The insights provided by this study help managers to better understand the impact that their supply 
chain strategies and tactics have on the loyalty of their customers and overall performance. This 
paper also contributes in the supply chain agility literature and research by offering new 
perspectives and contexts.   
 
Keywords: Supply chain agility, customer loyalty, performance. 
 
Introduction 
One of the main concerns that companies have today is improving and maintaining competitive 
capabilities, as well as the development of abilities to survive and succeed in their dynamic 
environment. More and over companies understand that their performance and success largely 
depend on the flexibility and performance of the supply chain they are part of (Dyer and Singh, 
1998). 
The increasing dynamic environment, technological shifts and continuously changing customer 
preferences have fostered the need for a greater flexibility. Supply chain flexibility refers to the 
extent at which supply chain links are able to adapt to changing business conditions. Flexible supply 
chains adapt their design to match the structural shifts in markets and adjust supply network 
according to modified strategies, products, and technologies (Charles et al., 2010). Actually, firms are 
in the processes of becoming more interconnected and interdependent than ever. The growth of 
supply chains, while enhancing profitability, customer responsiveness and the ability to deliver value 
to the customer, at the same time has increased the interconnections and interdependencies among 
firms. The global marketplace has become very volatile with customers demanding lower prices, 
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faster delivery, higher quality and increasing variety (Christopher, 2000; Narasimhan and Das, 1999; 
Power and Sohal, 2001; Vokurka and Lummus, 2000).  
In order to be more responsive towards this ever increasing complexity, turbulence, uncertainty, and 
demand for value, firms must increase the level of agility into the supply chains where they 
participate. Incorporating agility into supply chains make the interconnected and interdependent 
firms achieve higher levels of competitiveness and enables them to better position themselves 
towards competitors. Agility itself is an emerging management concept that focuses on 
responsiveness to dynamic and turbulent markets and customer demand (van Hoek et al., 2001). 
Supply chain agility has been identified as a strategic factor and agility of the supply chain may 
ƛƳǇŀŎǘ ǘƘŜ ǎǳǊǾƛǾŀōƛƭƛǘȅ ƻŦ ǘƘŜ ŦƛǊƳ όtǊŀǘŜǊ Ŝǘ ŀƭΦΣ нллмΤ ±ŀǎǘŀƎ Ŝǘ ŀƭΦΣ мффпύΦ ά!Ǝƛƭƛǘȅ ƛǎ ŀ Ǿƛǘŀƭ ŀōƛƭƛǘȅ ƛƴ 
the revolutionary turning of the business environment into a turbulent place of competition and 
ǎǘǊǳƎƎƭŜ ŦƻǊ ǎǳŎŎŜǎǎέ ό{ƘŀǊƛŦƛ ŀƴŘ ½ƘŀƴƎΣ мфффύΦ 
Agility has been linked to competitive strategy (Goldman et al., 1994), but few studies relate supply 
ŎƘŀƛƴ ŀƎƛƭƛǘȅ ǘƻ ŦƛǊƳΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ƻǊ ƻǘƘŜǊ ƳŀǊƪŜǘ-related indicators such as customer satisfaction 
or customer loyalty. This study aims to explore the antecedents of supply chain agility and to 
investigate the relationship between supply chain agility and end-customer loyalty. The antecedents 
of supply chain agility are adapted from relevant existing literature, employing the multidisciplinary 
approach used by Gligor et. al. (2013), who use cognitive dimensions and physical dimensions in 
their conceptualization of supply chain agility. Customer loyalty is conceptualized based on two well-
known dimensions: behavioral loyalty and attitude-based loyalty. The model proposed hypothesizes 
a direct and positive effect of supply chain agility on customer-loyalty. This study aims to bridge the 
gap that exist in supply chain studies which link companies-side indicators to customer-side 
indicators. The aim of the supply chain as a whole is to operate seamlessly and optimize its overall 
indicators, as well as to better serve to the end-customer (Stank et al., 2001).. 
 
Theoretical framework and development of hypothesis 
Supply chain agility 
{ƘŀǊƛŦƛ ŀƴŘ ½ƘŀƴƎ όмфффύ ŘŜŦƛƴŜ ŀƎƛƭƛǘȅ ŀǎ άΦΦΦǘƘŜ ŀōƛƭƛǘȅ ǘƻ ŎƻǇŜ ǿƛǘƘ ǳƴŜȄǇŜŎǘŜŘ ŎƘŀƭƭŜƴƎŜǎΣ ǘƻ 
survive unprecedented threats of business environment, and to take advantage of changes as 
ƻǇǇƻǊǘǳƴƛǘƛŜǎέΦ !Ǝƛƭƛǘȅ ƛǎ ǘƘŜ ǎǳŎŎŜǎǎŦǳƭ ŜȄploration of competitive bases (speed, flexibility, 
innovation pro-activeness, quality and profitability) through the integration of reconfigurable 
resources and best practices in a knowledge-rich environment to provide customer-driven products 
and services in a fast changing market environment (Yao and Carlson, 2003). 
In many ways agility, as defined by Yusuf et al. (1999), is very similar to the manufacturing 
capabilities literature from the early 1990s. In this stream of research, manufacturing capabilities 
were defined as quality, cost, dependability, and flexibility. Agility merges the four distinctive 
competencies of cost, quality, dependability and flexibility identified by the manufacturing 
capabilities literature (DeMeyer et al., 1989; Ferdows and DeMeyer, 1990). 
Swafford (2003) uses a conceptual framework where flexibility with product development, 
procurement/sourcing, manufacturing, and distribution/logistics, impact value chain agility, and 
ultimately performance. For each of the antecedents, the authors consider flexibility as derived from 
two dimensions: range and adaptability. The authors use latent variables and measured items for 
the range and flexibility constructs of the value chain flexibility components. 
Several authors have indicated the ƛƳǇŀŎǘ ǘƘŀǘ ǎǳǇǇƭȅ ŎƘŀƛƴ ŀƎƛƭƛǘȅ Ƙŀǎ ƻƴ ŦƛǊƳΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ό4ŜǊǊƛΣ 
2012; Yang and Liu, 2012). Their findings confirm the importance of enterprise agility for 
ŎƻƴǘŜƳǇƻǊŀǊȅ ŦƛǊƳǎ ƛƴ ǘƻŘŀȅΩǎ ŘȅƴŀƳƛŎ ōǳǎƛƴŜǎǎ ŜƴǾƛǊƻƴƳŜƴǘΦ .ȅ ǊŜƛƴŦƻǊŎƛƴƎ ŜƴǘŜǊǇǊƛǎŜ ŀƎƛƭƛǘȅΣ Ŧƛrms 
could react better to unpredictable changes. 
Agility is the ability to produce a broad range of low cost, high quality products with short lead times 
in varying lot sized built to individualized customer specifications (Narasimhan and Das, 1999). Agility 
is the comprehensive response to the challenges posed by a business environment dominated by 
change and uncertainty (Goldman et al., 1995; Jackson and Johansson, 2003). Agility in 
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manufacturing involves being able to respond quickly and effectively to the current configuration of 
market demand and also to be proactive in developing and retaining markets in the face of extensive 
competitive forces (Bessant et al., 2001) . 
The agility concepts can be implemented also in such fields like selling and sales force (Chonko and 
Jones, 2005) or humanitarian activities (Charles et al., 2010). 
Agility might be defined as the ability of an organization to respond rapidly to changes in demand, 
both in terms of volume and variety (Christopher, 2000). Agility is the ability to successfully market 
low-cost, high quality products with short lead times and in varying volumes that provide enhanced 
value to customers through customization (Fliedner and Vokurka, 1997). 
hƴŜ ƻŦ ǘƘŜ ƪŜȅǎ ǘƻ ǎǳŎŎŜǎǎ ƛƴ ǘƻŘŀȅΩǎ ƳŀǊƪŜǘǎ ƛǎ ŎǳǎǘƻƳŜǊ responsiveness. Agility is all about creating 
that responsiveness and mastering the uncertainty (van Hoek et al., 2001). Agility is the ability of an 
enterprise to adapt to unpredicted changes in the external environment (Backhouse and Burns, 
1999). 
There is also evidence in the literature regarding the application of agility to concepts within supply 
chain management (Christopher, 2000; van Hoek, 2001; van Hoek et al., 2001). Christopher (2000) 
and van Hoek et. al. (2001) believe that the appropriate framework for supply chain agility consists 
of market/customer sensitivity, process integration, network integration and virtual integration. 
Market sensitivity is the ability of an organization to respond to real demand. Through initiatives 
such as efficient consumer response (ECR), postponement and IT/IS technologies such as point-of-
sale (POS) data, companies can now respond to actual market demand versus being forecast driven 
(Christopher, 2000; van Hoek et al., 2001). 
Process integration relates to mastering change not only internally but across the entire supply chain 
(van Hoek et al., 2001). This entails fully leveraging shared information through collaboration 
between buyers and suppliers, joint product development and common systems (Christopher, 
2000). The ability to leverage the strengths and competencies of supply chain partners is at the heart 
of network integration (Christopher, 2000). There is a realization that competition can now be 
framed as supply chain versus supply chain as opposed to company versus company (Chandrashekar, 
1999; Christopher, 2000; Mentzer et al., 2001). Firms must now cooperate to compete (van Hoek et 
al., 2001). 
Virtual integration relates to the use of information technology to share data throughout the supply 
chain so that the supply chain becomes information-based rather than inventory-based (Christopher, 
2000; van Hoek et al., 2001). 
 
Customer loyalty 
The construction of loyalty has been in the focus of many studies carried by academics of marketing 
areas during the last 80 years (Rundle - Thiele, 2005), while research on brand loyalty date back to 
1920 (Copeland, 1923). Most part of researchers attributes the credit for creating the concept of 
brand loyalty to Copeland, who categorized consumer attitudes towards the brand into three types: 
knowledge, preference and persistence (Copeland, 1923). He proposed the idea that brand 
preference and brand insistence were benefits that marketers involved in the sale of purchase of 
everyday goods gained. 
 
Behavior based loyalty 
Most part of the first studies on loyalty is based on a behavioral approach, considering loyalty as a 
synonym of repeat purchase. Research papers based on behavioral loyalty generally rely on data 
obtained either from actual consumer purchasing behavior (reflected for instance by scanner data at 
ǘƘŜ Ǉƻƛƴǘǎ ƻŦ ǎŀƭŜύ ƻǊ ōȅ ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ƻǿƴ ǎǘŀǘŜƳŜƴǘǎ ƻƴ ǘƘŜƛǊ ǇǳǊŎƘŀǎƛƴƎ ōŜƘŀǾƛƻǊ όWŀŎƻōȅ ŀƴŘ 
Chestnut, 1978). The most common measurements used for behavior-based loyalty include: the 
average purchase order (Jacoby and Kyner, 1973); premium price (Keller, 1993); the proportion of a 
brand purchases compared to total purchases of the same product category (Newmann and Werbel, 
1973); and probability of purchase (Sheth, 1968). 
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Attitude based loyalty 
Guest (1944) was the first researcher who measured the brand loyalty considering it as an attitude. 
In his study, he used a single question relating to brand preference, asking participants to choose the 
brand that they liked most, among a group of brand names. This approach was followed by a 
number of researchers, who conceptualized loyalty as an attitude, preference, or purchase 
intention, i.e. considering it as a function of psychological processes. Reichheld (2003) has argued 
that loyalty can be conveniently and effectively assessed using only one variable ς άǿƛƭƭƛƴƎƴŜǎǎ ǘƻ 
ǊŜŎƻƳƳŜƴŘ ǘƻ ƻǘƘŜǊǎέ όŀǎ Ŏŀƴ ōŜ ǘƘǊƻǳƎƘ ǇƻǎƛǘƛǾŜ ǿƻǊŘ-of-moth opinions). 
 
Figure 1. The conceptual model of the study 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1 presents the conceptual model of the study. 
 
The actual body of research lack studies that relate supply chain agility with constructs such as 
customer satisfaction, or customer loyalty: researchers have been more interested in studying the 
effect of SCA on firms performance or other general indicators.  
Based on SCA literature and customer loyalty literature, the main hypothesis of this study is that SCA 
directly and positively impacts customer loyalty. 
 
Research design and data analysis  
The measurement scales used in this research were adapted from scales developed in previous 
studies on supply chain agility and loyalty. Specifically, SCA antecedents scales was adapted from 
Gligor et al. (2013) and Gligor (2013) who use a multidisciplinary approach in measuring SCA 
construct. Drawing from the foundations of social and life science theory, they argue that SCA is 
comprised of five dimensions: alertness, accessibility, decisiveness, swiftness, and flexibility. SCA 
measurement scale was adapted from Blome et al. (2013), Swafford (2003) and Swafford et al. 
(2006). The measurement scale used for loyalty construct were adapted from the studies of Chen 
and Cheng (2012); Davis-Sramsek et al. (2008) and Çerri (2013), combining items for both attitude-
based loyalty and behaviour-based loyalty. Table 1 presents the items used to measure each of the 
ǎǘǳŘȅΩǎ ŎƻƴǎǘǊǳŎǘǎΦ ! ǎŜǾŜƴ Ǉƻƛƴǘ [ƛƪŜǊǘ ǎŎŀƭŜ ǿŀǎ ǳǎŜŘ ŦƻǊ ŀƭƭ ǘƘŜ ƛǘŜƳǎ ƻŦ ǘƘŜ ƳŜŀǎǳǊŜƳŜƴǘ 
instrument, where 1 = Totally disagree and 7 = Totally agree. 
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Table 1. Items used to measure the constructs of the study 
Construct/Item 

Alertness 

Our firm can promptly identify opportunities in its environment. 
My organization can rapidly sense threats in its environment. 
We can quickly detect changes in our environment. 

Accessibility 

We always receive the information we demand from our suppliers. 
We always obtain the information we request from our customers. 

Decisiveness 

We can make definite decisions to address opportunities in our environment. 
My organization can make firm decisions to respond to threats in its environment. 
My company can make resolute decisions to deal with changes in its environment. 

Swiftness 

We can swiftly deal with threats in our environment. 
My firm can quickly respond to changes in the business environment. 
We can rapidly address opportunities in our environment 

Flexibility 

When needed, we can adjust our supply chain operations to the extent necessary to 
execute our decisions. 
My firm can increase its short-term capacity as needed. 
We can adjust the specifications of orders as requested by our customers 

Supply chain agility 

We are able to adapt our services and/our products sufficiently fast to new customer 
requirements. 
We are able to react sufficiently fast to new market developments. 
We are able to react to significant increases and decreases in demand as fast as required by 
the market. 
We are always able to adjust our product portfolio as fast as required by the market. 
We are able to react adequately fast to supply-side changes (e.g. compensate for 
spontaneous supplier outages, delivery failures, market shortages, etc.) 
Ability to rapidly reduce order-to-delivery cycle time  
!ōƛƭƛǘȅ ƻŦ ǎǳǇǇƭȅ ŎƘŀƛƴ ǘƻ ŀŘƧǳǎǘ ǘƻ ǎǳǇǇƭƛŜǊǎΩ ŘŜƭƛǾŜǊȅ ǎŎƘŜŘǳƭŜǎΦ 

Customer loyalty 

I have closer relationship with this retailer than other retailers in my area. 
I will continue to buy to this retailer in the foreseen future. 
I encourage my friend to buy products from this retailer 
I am not changing the retailer chain where I regularly purchase products even if my friends 
recommend me another one. 
I am willing to put in more efforts to purchase products from this retailer than other 
retailers. 
9ǾŜƴ ƛŦ ƻǘƘŜǊ ǊŜǘŀƛƭŜǊǎ ƳŀƪŜ ǎǇŜŎƛŀƭ ƻŦŦŜǊǎ ƻǊ ƻǘƘŜǊ ǇǊƻƳƻǘƛƻƴǎΣ LΩƳ ƴƻǘ ƎƻƛƴƎ ǘƻ ŎƘŀƴƎŜ Ƴȅ 
retailer. 
L ƘŀǾŜ ǇǳǊŎƘŀǎŜŘ ƳƻǊŜ ŦǊƻƳ ǘƘƛǎ ǊŜǘŀƛƭŜǊΩǎ ǇǊƻŘǳŎǘǎ ƻǾŜǊ ǘƘŜ ƭŀǎǘ several years than other 
ǊŜǘŀƛƭŜǊǎΩ ǇǊƻŘǳŎǘǎ 

 
The conceptual framework of this research includes both organizational and customer-related 
variables. Thus, two separated structured questionnaires were designed, one for retail stores 
managers and one for customers. The data were collected during October ς November 2015 period. 
185 retail stores managers were contacted and only 113 agreed to participate in the study, achieving 
a response rate of 61% for this category of respondents. Then, 4 customers were interviewed from 
each of the stores of cooperating managers, obtaining 452 filled questionnaires from this category of 
ǊŜǎǇƻƴŘŜƴǘǎΦ bƛƴŜ ŎǳǎǘƻƳŜǊǎΩ ǉǳŜǎǘƛƻƴƴŀƛǊŜǎ ǿŜǊŜ ŘǊƻǇǇŜŘ ƻǳǘ ŘǳŜ ǘƻ ƛǊǊŜƎǳƭŀǊ ǇŀǘǘŜǊƴ ƻŦ 
responses, resulting in a final sample of 113 manaƎŜǊǎΩ ǉǳŜǎǘƛƻƴƴŀƛǊŜǎ ŀƴŘ ппо ŎǳǎǘƻƳŜǊǎΩ 
questionnaires.   
The first step in data analysis was conducting Confirmatory factor analysis (CFA) in order to assess 
the unidimensionality, convergent and discriminant validity of the constructs. Table 2 presents the 
CFA results. As it can be seen, all the measures resulted internally consistent, as reflected by 
construct reliability, which was assessed using Composite Reliability and Cronbach alpha. 
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Table 2. Confirmatory Factor Analysis results 
Constructs CFI TLI RMSEA AVE Composite 

Reliability 
Cronbach 

 h

Alertness 0.95 0.95 0.071 0.80 0.87 0.993 

Accessibility 0.94 0.93 0.114 0.76 0.79 0.924 

Decisiveness 0.91 0.96 0.034 0.73 0.81 0.951 

Swiftness 0.90 0.92 0.121 0.79 0.77 0.914 

Flexibility 0.97 0.91 0.044 0.77 0.92  

Supply Chain 
Agility 

0.93 0.93 0.031 0.82 0.90 0.916 

 
All the other indicators were within the suggested thresholds, suggesting that the constructs 
resulted unidimensional, respective indicators demonstrated high convergent validity, and 
discriminant validity of all scales was adequate. 
The next step was the testing of the validity of conceptual framework, combining data gathered 
from both store managers and customers. A suitable technique for this kind of analysis is hierarchical 
linear modelling, where the data collected from managers and customers had to be combined 
together. The data taken from supplier-companies are nested with the data taken from client-
companies, so the first step was the analysis of the null model, where Loyalty served as predicted 
variable and there were no predictors at level one or level two (Radenbush and Bryk, 2002). 
The analysis of the null model showed that the intercept term varied across groups, indicating that 
customers data are indeed nested with each store managers data, thus the hierarchical linear 
modelling approach for analysis is reasonable appropriate. Then the amount of variation between 
the groups of observations had to be assessed to conclude that is was large enough. The ICC (intra-
class correlation coefficient) indicator  usually serves as an indicator of this variation, since it 
measures the degree of similarity within the same cluster. ICC is calculated using this formula 
(Radenbush and Bryk, 2002) : 
L// Ґ ˋн. κ όˋн. Ҍ ˋн²ύ 
²ƘŜǊŜΥ ˋн.Υ ōŜǘǿŜŜƴ-Ŏƭŀǎǎ ŎƻǊǊŜƭŀǘƛƻƴΤ ˋн²Υ ǿƛǘƘƛƴ-class correlation 
The resulting ICC value showed that approximately 39.4% of predicted variable (organizational 
commitment) could be explained by the predictor of level 2. 
The proposed hierarchical linear model of this study is: 
[ƻȅŀƭǘȅƛƧ Ґ ʴлл Ҍ ʴлмϝ{/!Ƨ Ҍ ǳлƧ Ҍ ǊƛƧ 
²ƘŜǊŜΥ ʴллΥ ǘƘŜ ƎǊŀƴŘ ƳŜŀƴ ƻŦ ǘƘŜ ŘŜǇŜƴŘŜƴǘ ǾŀǊƛŀōƭŜΤ ǳлƧΥ ǎǘƻǊŜ ƳŀƴŀƎŜǊǎ ŜŦŦŜŎǘΤ ǊƛƧΥ ŜŦŦŜŎǘ ƴƻǘ 
accounted for by store managers. 
Data analysis showed that Loyalty is sƛƎƴƛŦƛŎŀƴǘƭȅ ŀƴŘ ǇƻǎƛǘƛǾŜƭȅ ƛƴŦƭǳŜƴŎŜŘ ōȅ {/! όʴҐлΦпофΤ {ǘŀƴŘŀǊŘ 
Error 0.119; p<0.005), confirming the main hypothesis of the study. 
 
Conclusions and managerial implications  
Supply chain agility requires willingness by supply chain partners to create structures, framework 
and appropriate practices that encourage inter - organizational behavior. Marketers must place a 
greater emphasis on maintaining and enhancing continuous customer/provider relationships, aiming 
to facilitate the progressive involvement of partner companies. In order to have a successful 
relationship where both parties are winners, partners should determine the rules of the game and 
engage in managerial level since in the early stages of the relationship. Of course that these actions 
directly affect commitment between business partners engaged in a partnership. The company may 
increase the expenditures in one area of activities and reduce costs elsewhere, resulting in total 
benefits by reducing total costs and reaching positive synergistic effects. By coordinating processes 
of marketing and sales functions, procurement, manufacturing, assembling, and distribution of 
products or services, the company manages to possess a core competency, which turns into a strong 
competitive advantage. Companies actively encourage the implementation of best practices, reduce 
their formal organizational structures or actively engage in the standardization of supply chain 
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operations, in order to improve their performance and achieve internal integration, and finally 
influencing organizational commitment. 
{ƛƴŎŜ ǘƘŜ {/! Ƙŀǎ ŀƴ ƻǾŜǊŀƭƭ ǇƻǎƛǘƛǾŜ ƛƳǇŀŎǘ ƻƴ ŦƛǊƳΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ƻƴ ǘƘŜ ƭŜǾŜƭǎ ƻŦ ŎǳǎǘƻƳŜǊ 
service, naturally a customer who has experienced a very good service or that is satisfied with the 
ŦƛǊƳΩǎ ǇŜǊŦƻǊƳance will be more inclined to trust it and become loyal. By achieving satisfactory levels 
of agility, a retailing increases the ability to reduce costs, improve quality, responsiveness, flexibility, 
and enhance product innovations. All these make its consumers to buy more at the company 
(reflecting behavioral loyalty) and have a positive attitude towards her (attitude-based loyalty). 
In addition, recognizing the impact of SCA on customer loyalty, the company will be able to become 
aware of its importance and adopt the best practices for achieving high levels of agility. Managers 
will understand that today companies can be successful only if they could achieve the coordination 
and cooperation at a high level among all participating partners in a supply chain, as well as being 
enough agile to adopt to environment. 
This study has several managerial implications. First, managers should recognize the importance of 
the five distinct areas of supply chain agility: alertness, accessibility, decisiveness, swiftness and 
flexibility, in achieving a seamless flow of products and information across the supply chain. Second, 
managers should be aware of the concept of agility and understand the facets of supply chain agility. 
Being agile means to rapidly respond to changes in competitive environment and rapidly responding 
to customer requests. Third, managers should understand the concept of flexibility and the ways to 
achieve flexibility in different areas of supply chain. Fourth, it should become clear the direct impact 
thaǘ ǎǳǇǇƭȅ ŎƘŀƛƴ ŀƎƛƭƛǘȅ Ƙŀǎ ƻƴ ŦƛǊƳΩǎ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ƭƻȅŀƭǘȅΣ ƛƳǇǊƻǾƛƴƎ ōƻǘƘ ŦƛƴŀƴŎƛŀƭ ŀƴŘ ƳŀǊƪŜǘ 
indicators of performance. The entire supply chain should function like parts of a human organism, 
aiming towards beating competition and creating value not only for end customers but for every 
participant in the supply chain. 
As competition has shifted from companies to supply chains, companies should carefully develop 
flexibility in sourcing, manufacturing, delivering and planning to meet the requirements of 
environments, customers, and stakeholders. The operation of supply chain s is becoming more 
complicated and more challenging for managers. Managers should adopt a holistic supply chain view 
to manage their supply chain and to achieve better company performance. 
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Abstract 
Health tourism in thermal waters is one of the types of tourism in Albania. Attending these type of 
tourism, not only heals/cures some diseases of visitors/tourists, but also contributes to the 
economic development of the communities located near the thermal water resources. The purpose 
of the study is the identification of the comparative advantages of health tourism in the thermal 
waters, the Thermal Baths Peshkopi in Dibra, Albania. To realize this study we provided information 
by hotel businesses, owners of hostels and Balnear State Enterprise, which operate in the service of 
visitors/tourists who frequent health tourism thermal waters. 
The study showed: (i) The ratio albanian tourists (domestic) and foreign tourists is 2:3; (ii) Time 
attendance is 10-15 nights of staying; (iii) The cost of person in hotels, including accommodation, 
three meals, transport and entrance fees in spa tourism centŜǊ ŀǊŜ ƻƴ ŀǾŜǊŀƎŜ ϵ мнΣ ǿƘƛƭŜ ǘƘŜǎŜ 
Ŏƻǎǘǎ ƛƴ ǘƘŜ ƘƻǎǘŜƭǎ ƻŦ ǘƘŜ ǊŜǎƛŘŜƴǘǎ ŀǊŜ ƻƴ ŀǾŜǊŀƎŜ ϵ уΤ όƛǾύ ¢ƘŜ ƴǳƳōŜǊ ƻŦ ƘƻǘŜƭǎ ǘƻ ŀŎŎƻƳƳƻŘŀǘŜ 
visitors/tourists is over 10 with over 900 beds in total; (v) The number of hostels that offer family 
tourism is about 111 with the average number of beds 8-10/house with over 1 000 beds; (vi) Total 
ǊŜǾŜƴǳŜ ŦǊƻƳ ƘŜŀƭǘƘ ǘƻǳǊƛǎƳΣ ŦƻǊ ƘƻǘŜƭǎ ŀƴŘ ƘƻǎǘŜƭǎ ŦƻǊ нлмр ǿŜǊŜ ϵ мон лллΣ ǿƘƛƭŜ ǘƘŜ мл-year 
period (2006-нлмрύ ƛǎ ϵ м ллп млнΦ 
 
Keywords: visitor/tourist, health tourism, thermal waters, income, hostels, cost, advantages. 
 
1. Introduction 
Thermal waters are used for healing/curative effects since antiquity. In Albania there are several 
sources of thermal waters1, which are: Bilaj in Fush-Krujë; Elbasan Thermal Baths; Bënja in Përmet; 
Vernomeros, Postenan in Leskovik; and Thermal Baths in Peshkopi, in Dibër. Since the study is aimed 
at the development of health tourism in thermal waters in Dibër should be also mentioned thermal 
waters in Banjisht and Kosovrast in Macedonia2. The thermal springs in Kosovrast and Banjisht are 
part of ethnographic Dibër which does not comply with current administrative boundaries (Frashëri 
2012:11). 
Attendance of health tourism in the thermal waters of visitors, not only healing/cure various 
diseases, but enables the recognition of historical and geographical tourism of the city, as one of the 
most interesting regions of Albania (Murrja, Meço & Tomorri 2016). Development of tourism in the 
thermal waters in Peshkopi, Dibër increases the income of, the hotel business, the owners of hostels, 

                                                 
1
 http://www.hoteleriturizemalbania.al/2012/05/burimet-e-ujerave-termale-kurative-ne.html 

2
 Defining the borders of Albania by the Conference of Ambassadors in London in 1913, left out a part of the 

territory of Dibër once the administrative part of the former Yugoslav today Republic of Macedonia.  

mailto:mmeco@ubt.edu.al
http://ëëë.hoteleriturizemalbania.al/2012/05/burimet-e-ujerave-termale-kurative-ne.html
http://ëëë.hoteleriturizemalbania.al/2012/05/burimet-e-ujerave-termale-kurative-ne.html
http://ëëë.hoteleriturizemalbania.al/2012/05/burimet-e-ujerave-termale-kurative-ne.html
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to agricultural businesses, the farmers, the budget of the Balnear State Enterprise and the municipal 
budget.  
In Albania, before '90 the last century, health tourism thermal waters was owned by the state and 
offered primarily as medical service. In the early 90s the Albanian society moved from the 
centralized socialist economy to a free market economy. These political and economic changes 
enabled, not only private enterprise investment in construction of hotels, but residents in the 
adoption/adaptation of their homes in hostels, in view of the health tourism. 
 
Where are theThermal Baths of Peshkopia? 
Balnear complex healing/curative of the thermal waters in Peshkopi is administrated by the Balnear 
State Enterprise, which is subordinate to the Municipality of Dibër. This complex is located about 2 
(two) kilometers east of the city, to the right of the stream flow of Bellova, down the ridge to 
Deshatit. There are two sulphurous springs with temperatures from 35 to 43.5 0C with a flow of 14 
liters/sec, derived from formations of gypsum Korab Mount and potassium sulfate content. Thermal 
Baths in Peshkopi are the rarest in the world for their healing power. 
 
The study area 
The study included: (i) tourism hotel service and family tourism on Llixha neighborhood in the city of 
Peshkopi; (ii) albanian visitors and foreign tourists; (iii) Visitors/dialy tourists from districts Dibër, 
Burrel and Bulqizë; (iv) Balnear State Enterprise. 
 
The purpose of the study 
The purpose of the study is to inform visitors/tourists of thermal waters: (i) the value of rare 
healing/curative; (ii) the minimum cost of accommodation/food and transportation; (iii) the value of 
specific historical, geographic, gastronomic tourism etc.; (iv) the quality of service, hospitality, 
generosity and communication. Also, through the SWOT analysis we will evaluate the strengths, 
weaknesses, opportunities and threats of health tourism in Thermal Baths of Peshkopia. 
 
Objectives of the study 
Objectives of the study for the period of 10 years (2006-2015) are: (i) statistical analysis of the 
number of domestic tourists and foreign tourists; (ii) statistical analysis of the geographical 
distribution of domestic tourists and foreign tourists; (iii) statistical analysis of the number of 
tourists/visitors in years; (iv) statistical analysis of the number of beds in hotels and hostels; (v) 
statistical analysis of revenue for hotel businesses and owners of hostels over the years and for the 
period 2006-2015; (vi) assessment by visitors/tourists perception the hospitality, service, 
accommodation, food, communication, etc.; (vii) cost of daily analysis per person; (viii) valuation by 
SWOT analysis. 
 
2. Literature review 
The oldest archaeological facts and historicalfor thermal baths in Dibër points to the existence of 
two ancient pools nearby Banjisht Hotel. They were reconstructed in 1797 and have been restored 
recently by an entrepreneur named Capa, who is the only shareholder since acquisition or 
privatization in 2004 (http:/bdcapa.com/historia/). Even tthermal therapy in Peshkopi Thermal Baths 
is very early, but organized tourist attendance dates too late. 
Based on the number of thermal springs, health tourism is one of the forms and types of tourism 
potentials, not only in Dibër, but also in Albania. And even if this country is rich in thermal water 
resources, health tourism thermal studies have been lacking. Therefore "thermal health tourism" is a 
new terminology, but in fact has begun to sensitize not only the tourism people attending, but also 
researchers tourist economy. Sensitization of tourists to attend health tourism thermal waters was 
due to the healing powers/curative thermal waters, while the interest of researchers aims, 
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measuring the impact of tourism in the economic development of the communities near these 
sources. 
In statistical terms, the people attending health tourism thermal waters are called guests. All 
travelers who are involved in tourism are visitors. The term "visitor" represents the basic concept for 
the entire system of tourism statistics. The term "visitor" for statistical purposes and in accordance 
with the format of tourism classified in two categories: "tourists (visitors with overnights)" and "day 
visitors". Tourist is called a visitor, who spends at least one night in a hotel or guest house in the 
country that he visits, whiledaily visitor is a person who does not pass the night in a hotel or 
guesthouse in the country that he visits (INSTAT, Albania). Tourism comprises the activities of 
persons traveling to and staying in different  places from the place of their usual residence for a 
period not longer than one calendar year (INSTAT, Albania) and the purpose of this trip is the 
passage of time free for tourism types different, for business, for official state services for sports and 
other activities. Also, in statistical terms, the adopted home for health tourism will call hostels.  
 
3. Methodology 
The study involves visitors with staying nights, day-trippers, business hotels, hostels, which operate 
in the service of health tourism. To assess the hospitality, accommodations, food, service, 
information, etc. Used sample with 140 visitors/tourists, who were interviewed at random in 5 
hotels and 7 hostels. Interviews of visitors/tourists included in this sample were conducted in "peak" 
attendance for 15 days from 15 September to 1 October 2015, where the total number of tourists in 
2000. To measure the reliability of the sample size is used the following formula: 
 

nS
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/
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˃ - Overall data populating  
X - Average selection (11.67) 
t - The confidence level (1-ʰύ Ґ лΦфр ŀƴŘ ʰ Ґ лΦлр ǎŜŎǳǊƛǘȅΣ ǿƘŜǊŜ ½ʰ ǾŀƭǳŜ Ґ мΦфс  
S - Variance of choice (2.47)  
n - sample size (140)  
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No. Unit xi x  (xi- x ) (xi- x )2 

1 Hotel no. 1 33 11,67 21,33 455 

2 Hotel no. 2 15 11,67 3,33 11 

3 Hotel no. 3 18 11,67 6,33 40 

4 Hotel no. 4 16 11,67 4,33 19 

5 Hotel no. 5 18 11,67 6,33 40 

6 Hostels no. 1 4 11,67 -7,67 59 

7 Hostels no. 2 7 11,67 -4,67 22 

8 Hostels no. 3 2 11,67 -9,67 94 

9 Hostels no. 4 9 11,67 -2,67 7 

10 Hostels no. 5 6 11,67 -5,67 32 

11 Hostels no. 6 4 11,67 -7,67 59 

12 Hostels no. 7 8 11,67 -3,67 13 

No. of units = 12 n=140 x =140/12 
 

ңόxi- x )2 =851 

 

Then, S2 = 851/139 = 6,12 and 
.47,212,6 ==S
 

By choosing the confidence level (1-ʰύ Ґ лΦфр ǿŜ ƘŀǾŜΣ ƛƴ ǿƘƛŎƘ ǾŀǊƛŀƴŎŜ ǿƛǘƘ ǘƻǳǊƛǎǘ ŘƛǎǘǊƛōǳǘƛƻƴ ǘόƴ-
1) degrees of freedom, is that the value t(n-1; 0,05) completes the condition that the integral of f(t, 
n-1) between t(n-1: 0.05) and t(n-1: 0,05) is 0,95. In our study we have 0,95 = Probability [11,67 - 
лΣфрόнΣптκммΣуоύϐ Җ ˃ Җ ώммΣст Ҍ лΣфрόнΣптκммΣуоύϐΦ {ƻ ǿŜ ммΣпт Җ ˃ Җ ммΣстΦ 
Besides sample of 140 visitors/tourists were interviewed 5 hotels adminstrator,7 hostels owners and 
4 Balnear state enterprise employees. To tourists mostly of questions are about the hospitality, 
accommodation, food, service, information, etc. And to administrators and business owners of 
guesthouses dominate questions about the pleasure of tourists, the number of tourists who do not 
return, and why, the cost for staying, interest of visitors/tourists to recognize the historical and 
geographical tourism Dibër etc. And finally, to employees most of questions where like: What is the 
period most frequented of the year in other words "peak", the average number of visitors per day 
during this period, the number of daily visitors, fees or charges on 20 position in the center minuata 
in the bathroom of spa tourism, medical services etc. 
 
4. Discussion of Data  
Accommodation of the tourists are hotels and hostels in the Llixha neighborhood in Peshkopi. The 
number of hotels to accommodate visitors/tourists is over 10 with over 900 beds in total, while the 
number of hostels is about 111 with an average number of beds 8-10 and total number of beds in 
the 1000. For easier understanding, interpreting statistical data is used circular diagram in 
percentage and histogram in absolute value (Giorne & Salvemini 2003: 91-92). 
Number of albanian visitors/tourists is 40%, while of foreign tourists is 60% .The ratio is 2 to 3 
domestic tourists. 
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Figure 1 -Report of albanian tourists/foreign tourists 

 
Domestic visitors albanian coming mainly from Shkodra, Tirana, Durrësi, while foreigners from 
Kosova and Macedonia. 
Distribution of domestic tourists and foreign tourists (Kosova and Macedonia) 
 
Figure 2 -Geographical distribution of the visitors on percentage 

 
From Figure 2, we conclude that the geographic distribution of visitors/foreign tourists is: Kosova 
and Macedonia by 30%, while domestic tourists are: Shkodra 20%, Tirana 10%, Durrësi 5% and other 
domestic 5%. 
Hospitality, service, accommodation, food etc., according visitors/tourists perception 
 
Figure 2 -Geographical distribution of the visitors on percentage 

  
From Figure 3, we conclude that the hospitality appreciated by 98% of tourists with "Very Good" 0% 
"Average" and 2% "Good", while the accommodation, food and service valued by 92% of tourists 
with "Very Good" 6% with "Average" and 2% "Good". The percentage of tourists who values with 
"Good", coincides with the number of visitors who do not return, this has been noticed by interviews 
with managers and owners of hotels and guesthouses.  
The number of tourists/visitors by year for the period 2006-2015. 
 
Figure 4 -The number of visitors/tourists in years 2006-2015 
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Figure 4 indicates that the number of visitors/tourists is growing. Increasing the number of 
visitors/tourists come from increasing the number of hotels and guesthouses. (See Figure 5).  
Number of beds in hotels and hostels 
 
Figure 4 -The number of visitors/tourists in years 2006-2015 

 
Total revenues (hotels and hostels) in years 2006-2015 
 
Figure 6 -Income appropriations for 2006-2015 

 
From Figure 6, we conclude that the income from thermal waters tourism is growing. Income in 
2015, compared to 2006 almost doubled, while total income for 2006-нлмр ƛǎ ϵ мΣллпΣмлнΦ 
 
4.1 Estimates by the SWOT analysis 

Advantages 
1) Thermal waters are a rarity in the world of the 
healing power; 
2) Nights of staying in minimum cost; 
3) Hospitable and generous community; 
4) Quiet and safe area; 
5) Very beautiful nature; 
6) Comfortable accommodation in hotels and hostels; 
7) Purity and traditional cooking; 
8) Culture communication; 
9) BIO products; 
10) Variety of nature monuments; 
11) Healthy climate; 
12) Figures of national history3. 

Weaknesses 
1) Garbage management; 
2) Lack of information online; 
3) Lack tourist guide; 
4) Lack of elite tourism for VIP persons; 
5) Lack of shops that sell souvenirs; 
6) Lack of small museums to tell the story of the area; 
7) Lack of restoration of the museum of national hero 
Gjergj Kastriot Skanderbeg Çidhën Dibër; 
8) Lack of paved roads to facilitate the movement of 
tourists in the whole area of Dibër. 

                                                 
3
 And our national hero, Gjergj Kastriot Skanderbeg (Sinë, Dibër) and his contemporaries Mojsi Golem; The 

President of the League of Prizren, Ilyas Pasha Dibra (Kllopçisht, Dibër); The vice/prime minister of the 

Government of Ismail Qemali, Nikoll Kacori (Region-Lurë, Dibër); The King Zog (Burgajet, Mat, Dibër); The 
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Opportunities 
1) Greater interest by the Municipality of Diber in the 
creation of modern facilities in Balnear Centre and 
building capacity for tourist reception; 
2) The biggest interest of the government, 
development agencies and donors to invest in 
northeast Shqipëisë; 
3) Promotion and interest by the Ministry of Tourism 
about health tourism in thermal waters in Albania; 
4) The advantageous geographical position due to its 
proximity to Kosovo and Macedonia 
5) Construction of apartments for VIP persons; 
6) BIO product development. 

Threats 
1) Natural disasters such as fires and floods; 
2) Damaging natural and pristin places. 

 
5. Conclusions 
Health tourism in the thermal waters at Peshkopi has affected the growth of revenue: (a) in hotel 
businesses and families who provide services in the tourism function; (b) the budget of the State 
Enterprise and the Peshkopi municipality budget; (c) the agricultural businesses and farmers from 
selling their produce. Also, the development of tourism has brought (a) increasing employment and 
self-employment in Llixha neighborhood and its surrounding villages and (b) increasing prosperity in 
this community. 
The number of tourists every year has increased. This growth has attracted the attention of business 
leaders and residents investing in the construction of hotels and houses in the adoption of modern 
accommodation conditions. 
98% of tourists appreciate the hospitality "Very good", 2% "Good" but accommodation, food and 
service is valued by 92% with "Very good", 6% with "Average" and 2% "Good". The percentage of 
tourists who appreciates the "Good", coincides with the number of visitors who do not return, this 
has been noticed by interviews with managers and owners of hotels and guesthouses.  
Missing: 
Road infrastructure to enable geography recognition of Dibër; 
Museums to recognize the history of Dibër; 
Apartments for VIP persons, to enable the development of elite tourism, according to international 
standardized assessments; 
Medium-term strategic development programs and Long-Term local government and central 
government. 
 
6. Recommendations 
Through this study, we recommend: 
Greater interest in promoting and increasing investment in health tourism in the thermal waters: 
The central government through the Line Ministries; 
Local government through the Municipality of Dibër; 
Domestic and foreign donors.  
Creating a database of national and local institutions for the number of tourists attending Peshkopi 
Thermal Baths. 
More interest on business evaluation for construction of hotels under international stars evaluation, 
to enable attendance of VIP persons. 
Increased investment by central and local government to improve the road infrastructure, historical, 
geographic. 
Improving infrastructure in Balnear complex.  

                                                                                                                                                        
birthplace of the great poet and writer Migjeni; The great writer Haki Stërmilli (Great Dibër); The President's 

socialist system Haxhi Leshi (Great Dibër) and why can be debated because of the system (Murrja 2008). 
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Abstract 
The concept of social entrepreneurship and its role in creating public value within public 
organizations is one of the most important study approaches in public management in recent years. 
Thus, the paper examines the main characteristics of social entrepreneurship in theory within the 
context of entrepreneurship and public sector entrepreneurship during the process of producing and 
delivering values. As other types of values (economic, environmental and public), the social 
entrepreneurship is inevitable part of the overall system of creating values across different sectors 
(private, citizen and public). The conclusions are that the application of different business models in 
different organizational settings including public organizations depends on the types of values that it 
aims to create and to deliver to the general public. As public organizations are becoming more and 
more socially responsible, the role of social entrepreneurship business models in creating public 
values is becoming increasingly important.           
 
Key words: values, social entrepreneurship, public sector entrepreneurship, business models  
 
1. Introduction 
Public sector organizations play a very important role for the overall political, institutional, 
economic, cultural and social development in the society. Public challenges they face are 
permanently growing in order to satisfy the public interest and more important of what they are 
called today: to produce public value in the eyes of the citizens they serve and exist for. Considering 
that, in the last 50 years a growing body of books, research articles and practical experiences 
expressed by theorists and practitioners of public sector entrepreneurship ask for more 
entrepreneurially oriented public sector employees and public sector organizations. However, the 
empirical research is still very young and very limited. The core of a public service and the public 
value chain in public sector organizations in a sense of design still remains not enough explored. The 
research gap is evident from the perspective of public entrepreneurship definitions and applying the 
various business approaches, methods and models in public organizations. Thus, that creates 
negative implications on the efficient and effective work of the public managers regarding public 
needs and public interest. In a contemporary management science there are many arguments that 
social entrepreneurship and public sector entrepreneurship are interrelated and there is a great 
need for analyzing and integrating the concepts of business models and social entrepreneurship in 
public organizations. First, social entrepreneurship can not exist in the rapidly growing business 
ŜƴǾƛǊƻƴƳŜƴǘǎ ǿƛǘƘƻǳǘ ŀǇǇƭȅƛƴƎ ōǳǎƛƴŜǎǎ ƳƻŘŜƭǎΣ ŀƴŘ ǎŜŎƻƴŘΣ ŘŜƭƛǾŜǊƛƴƎ άǎƻŎƛŀƭ ǾŀƭǳŜǎέ ƛǎ ƴƻǘ 
feasible without everyday interactions with the public sector, private sector, and citizens. In those 
interactions, social enterprises must use different business models depending on circumstances. The 
social values are very close to public values and business models must be adapted and used in order 

mailto:bozidar.milenkovski@fikt.edu.mk
mailto:monika.markovska@fikt.edu.mk
mailto:dimeskibranko@yahoo.com
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to address the growing social needs in a society. The proposed research in this article is structured 
with the purpose to address two complementary components by using bottom-up approach: First, 
social values, social capital and social entrepreneurship; and Second, public value and public 
entrepreneurship. The following sections of the paper deal in more detail with each of the above-
ƳŜƴǘƛƻƴŜŘ ŎƻƴŎŜǇǘǎ ƛƴ ƻǊŘŜǊ ǘƻ ƛƴŎƻǊǇƻǊŀǘŜ άǿƘŀǘ ƛǎ ƳƛǎǎƛƴƎέ ŀƴŘ ǘƻ ƎƛǾŜ ŀ ǎƳŀƭƭ ŎƻƴǘǊƛōǳǘƛƻƴ ƛƴ 
ƻǊŘŜǊ ǘƻ άŎƭƻǎŜ ǘƘŜ ǊŜǎŜŀǊŎƘ ƎŀǇέ ƛƴ ǇǳōƭƛŎ ǎŜŎǘƻǊ ǊŜǎŜŀǊŎƘΦ       
 
2. Social values and social capital 
Social values represent a very important aspect of the living culture in the society. We constantly use 
them as criteria in order to assess our behaviour during interactions with other people, in choosing 
or deciding between alternative courses of action or in measuring our feelings (anger, pain, pleasure 
etc.). In other words, the social values are the general guidelines for conduct while at the same time 
securing or facilitating the social control in a society. Together with norms and institutions, they can 
explain or can map the social processes in a society (PreserveArticles 2012). On other hand, most 
definitions of social capital in the literature are oriented towards the explanation of social relations 
and possible benefits that can come up from those relations in a society. However, as many other 
concepts, it seems that is very hard to give a unique definition to the specific nature of social capital 
(Social Capital Research 2016).        
 
2.1. Definitions, forms and measurements 
As noted above, social values are one of the bases of promoting the overall culture in a society by 
promoting the stability of the so-called social order. They are part of the larger system of values in 
the society and must be defined and analyzed within that system. Generally speaking, on values can 
ōŜ ƭƻƻƪŜŘ ŀǎ ŀ άƳŜŀǎǳǊŜ ƻŦ ƎƻƻŘƴŜǎǎ ƻǊ ŘŜǎƛǊŀōƛƭƛǘȅέΦ ±ŀƭǳŜǎ ŀǊŜ ǊŜǇǊŜǎŜƴǘǎ ƻŦ ǎƻŎƛŀƭ ōŜƘŀǾƛƴƎ ǿƛǘƘƛƴ 
the social structure and are result of social interactions in society. Values and norms are very much 
related but not same. While values are more general, norms are very specific. Values are the 
common source in defining norms and can serve many general functions in a society. Social values 
considerably differ between different societies and cultures. They are even different for every single 
person. Consequently, it is impossible to judge which social values are preferred by some people or 
cultures and why they are accepted by them. History, location etc., all have a strong influence on 
accepting or not the types of social values. For example, producing ajvar in Macedonia is regarded as 
one of the highest social values while that is not true for French, Chinese or other cultures 
worldwide. As a result, social values are of relative nature and they strongly depend on history or 
location.     In general, there are five types of social values i.e. dominant, traditional, emerging, 
oppositional and alternative. Each of them has similarities as well as certain differences 
ό!ǎƘǿƻƻŘ/ƻƭƭŜƎŜaŜŘƛŀ ƴΦŘΦύΦ hƴ ƻǘƘŜǊ ƘŀƴŘΣ ǎƻŎƛŀƭ ǾŀƭǳŜǎ ŀǊŜ ŀ άƭŀǊƎŜǊ concept which 
includes social capital as well as the subjective aspects of the well-ōŜƛƴƎ ƻŦ ŎƛǘƛȊŜƴǎέ ό²ŜōCƛƴŀƴŎŜ 
2016). Very similar to defining social values, in the literature there are many definitions of social 
capital that are complementary or contradicting. However, one of the best definitions is provided by 
.ŀƪŜǊΦ !ŎŎƻǊŘƛƴƎ ƘƛƳ ǘƘŜ ǎƻŎƛŀƭ ŎŀǇƛǘŀƭ ƛǎ άŀ ǊŜǎƻǳǊŎŜ ǘƘŀǘ ŀŎǘƻǊǎ ŘŜǊƛǾŜ ŦǊƻƳ ǎǇŜŎƛŦƛŎ ǎƻŎƛŀƭ 
structures and then use to pursue their interests and it is created by changes in the relationship 
among actorsέ ό.ŀƪŜǊ мффлΣ ǇΦ смфύΦ ¢ƘŜ ǎƻŎƛŀƭ ŎŀǇƛǘŀƭ Ŏŀƴ ōŜ ŎƭŀǎǎƛŦƛŜŘ ŦǊƻƳ ǘǿƻ ǇŜǊǎǇŜŎǘƛǾŜǎΥ 
a) From a network perspective social capital can be classified as either bonding or bridging with a 
third type suggested as linking; and 
b) From a social structure perspective can be classified as structural, cognitive and relational social 
capital (Social Capital Research 2016). 
Measuring social values and social capital proved as one of most difficult tasks. Many metrics were 
innovated during the last 40 years in order to address the interests of various actors within the social 
sectors in a society. However, those metrics proved as not very useful in practice. First, besides the 
fact that most metrics treat value as objective and can be easily identified through analysis, the 
modern economists say that the value is not a fact in objective sense. The second reason is that 
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decision-ƳŀƪŜǊǎ ƳŀƪŜ άŎƻƴŦǳǎƛƻƴέ ōŜǘǿŜŜƴ ǘƘǊŜŜ ŘƛŦŦŜǊŜƴǘ ōǳǎƛƴŜǎǎ ǊƻƭŜǎ ƛΦŜΦ άŀŎŎƻǳƴǘƛƴƎ ǘƻ 
external stakeholders, managing internal operations, and assessƛƴƎ ǎƻŎƛŜǘŀƭ ƛƳǇŀŎǘέ ό{ǘŀƴŦƻǊŘ 
¦ƴƛǾŜǊǎƛǘȅ нлмсύΦ IƻǿŜǾŜǊΣ Ƴŀƴȅ ǎǘǳŘƛŜǎ ǘǊȅ ǘƻ ƳŜŀǎǳǊŜ ǎƻŎƛŀƭ ŎŀǇƛǘŀƭ ōȅ ŀǎƪƛƴƎ ǘƘŜ ǉǳŜǎǘƛƻƴΥ άŘƻ 
ȅƻǳ ǘǊǳǎǘ ǘƘŜ ƻǘƘŜǊǎΚέ hǘƘŜǊ ǳǎŜǎ ŎǊƛǘŜǊƛŀ ǎǳŎƘ ŀǎ ǇŀǊǘƛŎƛǇŀǘƛƻƴ ƛƴ ǾŀǊƛƻǳǎ ǎƻŎƛŀƭ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŜǘŎΦ 
Besides, there is a general agreement that measuring social capital is not an easy challenge 
considering the fact that it includes many subjective aspects during the development process.    
 
3. Social entrepreneurship: definitions, concepts and developments 
Social entrepreneurship is a relatively new phenomenon, but the idea and practice date long time 
ŀƎƻΦ ¢ƻŘŀȅΣ ŀǎ ŀ ǊŜǎǳƭǘ ƻŦ ƎƭƻōŀƭƛȊŀǘƛƻƴΣ ǎƻŎƛŀƭ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ Ǝŀƛƴ ƛƳǇƻǊǘŀƴŎŜ ŀƴŘ ōŜŎƻƳ͔ǎ ƳƻǊŜ 
current. Attention of the public attracted Muhammad Yunus, founder of Grameen Bank 
microfinance and winner of the Nobel Prize in 2006, Jeffrey Skoll of eBay, who founded the Skoll 
Foundation, which supports social entrepreneurship, Jeroo Billimoria, which launched Childline, the 
first attempt by India care and getting support for street children, as police protection, health care 
by simply calling the phone number. The popularity of the term is due to the efforts of these and 
other brilliant people with their extraordinary ideas for new products and/or services which 
contributed to dramatically improve the lives of millions of people worldwide. According Nicholls 
(2006, p. 2), social entrepreneurship has emerged as a global phenomenon led by a new mode of 
pragmatic, innovative and social activists with vision, seeking social change and social impact 
through combination of tools from business practice, social work and charity to bring about lasting 
social change. In developed countries the first forms of social entrepreneurship first appeared in 
North America (USA and Canada), and then G. Britain in the late 70s and early 80s and than in 
Europe. In the United States credit for the beginnings of the development of social entrepreneurship 
are attributable to Bill Drayton who founded the foundation Ashoka. The purpose of this foundation 
was to create a platform for fundamental support of social entrepreneurs. Later began to establish 
other foundations to encourage social entrepreneurship, as Skoll, Schwab, Acumen Fund and others. 
Despite growing interest and popularity of social entrepreneurship there is no clear definition in this 
domain. This task according Shaker et al. (2009) becomes complicated due to the numerous 
manifestations of social entrepreneurship and breadth of the scientific area that deals with this 
phenomenon. The term itself combines two ambiguous words that mean different things to 
different people. There are a number of definitions of social entrepreneurship and that is proof of 
the growing interest in this phenomenon. For example, according to Leadbeater (2001, pp. 10-13), 
sociŀƭ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ ƛǎ ŘŜŦƛƴŜŘ ŀǎΥ άŀǇǇƭƛŎŀǘƛƻƴ ƻŦ ŜƴǘǊŜǇǊŜƴŜǳǊƛŀƭ ōŜƘŀǾƛƻǊ ŦƻǊ ǎƻŎƛŀƭ ǇǳǊǇƻǎŜǎ ƻǊ 
ǳǎƛƴƎ ƎŜƴŜǊŀǘŜŘ ǇǊƻŦƛǘ ŦǊƻƳ ƳŀǊƪŜǘ ŀŎǘƛǾƛǘƛŜǎ ŦƻǊ ǘƘŜ ōŜƴŜŦƛǘǎ ƻŦ ǎǇŜŎƛŦƛŎ ƳŀǊƎƛƴŀƭƛȊŜŘ ƎǊƻǳǇǎέΦ aŀƛǊ 
ŀƴŘ aŀǊǘƛ όнллсΣ ǇΦ нύ ŘŜŦƛƴŜŘ ŀǎΥ άǇǊƻŎŜǎǎ ƻŦ ƛŘŜƴǘƛŦȅing opportunities for economic activities that 
will enable a solution to social issues. This process involves a combination of innovation and 
ǊŜǎƻǳǊŎŜǎ ƛƴ ƴŜǿ ǿŀȅǎ ǘƘŀǘ ǳƭǘƛƳŀǘŜƭȅ ǎǘƛƳǳƭŀǘŜ ǎƻŎƛŀƭ ŎƘŀƴƎŜ ŀƴŘ ƭŜŀŘǎ ǘƻ ƎŜƴŜǊŀǘƛƴƎ ǎƻŎƛŀƭ ǾŀƭǳŜǎέΦ 
The analysis of some of the abovementioned scientific and practical approaches to define social 
entrepreneurship indicates the basic features that relate to social goals and social impact as the 
application of entrepreneurial management, creativity and innovative solutions in solving social 
problems. Therefore, the best is to understand social entrepreneurship as dynamic and 
multidimensional construct that varies between different intersections or between public, private 
and voluntary sector. Social entrepreneurs working in the public, private and voluntary sector are in 
profit, non-profit or hybrid organizational forms (or a combination of all three) in a direction to 
distribute social values and implement changes. 
 
3.1. Social Entrepreneurship and Entrepreneurship 
The idea of entrepreneurship exists more than hundred years. When the term entrepreneur is 
mentioned is associated with individuals who create new businesses. Regardless of whether new 
internet businesses are started, build steel mill, or simply open shop, entrepreneurs often are 
considered as driving force of innovation and the development of modern economies. There is no 
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single definition for entrepreneurship. Although the French economists introduced the term 
entrepreneur approximately 200 years ago, the term has evolved over the years. These changes 
created a strong tradition that reflects the strengths that are inherent for the development of the 
entrepreneurial spirit (Dees 2012). Literally, it means someone who undertakes an important task or 
project. The term is also associated with individuals whose ventures stimulate economic 
development by finding new and better ways of doing things. By summarizing different thoughts 
about what makes someone to be an entrepreneur, it would be good to give the following definition 
borrowed by Leadbeater (2001, pp. 10-13), and that is: "entrepreneurs are innovative, oriented 
toward features, capable, resourceful and agents of change that create value." Never satisfied with 
status quo, entrepreneurs are strong drivers of economic development (Dees 2012). In addition, 
according Leadbeater (2001, pp. 10-13), in terms of social, entrepreneurs are studied from different 
aspects, such as:  
Their result is social: they promote health and welfare;  
Their basics are forms of social capital- relationships, networks, trust and cooperation that allow 
access to physical and financial capital; 
Organizations that they establish are social, in the sense that they are owned by shareholders and 
making profit is not their main goal. These organizations are social in the sense that they are part of 
civil society, not the state; and 
Social entrepreneurs often are entrepreneurs who serve the community, trying to regenerate the 
site, property or the neighborhood in which they are located. 
In short, social entrepreneurs are innovative because they develop new services and new 
organizations. They are also characterized by professionalism and dynamism which is commonly 
seen in small, fast-growing businesses. Social innovations are important because of the need to 
innovate with new answers and new ways for a new social and economic reality. 
 
4. Public entrepreneurship and public value within public management approaches 
There is much debate among scholars and practitioners in their analysis of the concepts of existence 
and further development of entrepreneurship in public sector organizations to the concepts of 
ǇǳōƭƛŎ ǎŜŎǘƻǊ ŜƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇ ŀǎ άƛƳǇƻǎǎƛōƭŜ ƳƛǎǎƛƻƴέΦ ¢ƘŜ ǎǳǇǇƻǊǘŜǊΩǎ ŀǊƎǳƳŜƴǘǎ ŀǊŜ ǘƘŀǘ ǇǳōƭƛŎ 
ǾŀƭǳŜǎ Ŏŀƴ ōŜ ŀŎƘƛŜǾŜŘ ƛŦ ǘƘŜǊŜ ƛǎ ŀ άǊƻƻƳέ Ŧƻr creativity by the public managers during their decision 
making process on employing available public resources in satisfying the general and specific public 
ƴŜŜŘǎΦ ¢ƘŜ ƻǘƘŜǊ άǎƛŘŜέ ƻǊ ǘƘŜ ƻǇǇƻƴŜƴǘǎ ŀǊƎǳŜ ǘƘŀǘ ǇǳōƭƛŎ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŀǊŜ ƴƻǘ ǘƘŜ ǎŀƳŜ ŀǎ ǇǊƛǾate 
sector organizations in terms of promoting democratic values, basic responsibilities and enhancing 
the organizational over the personal goals (Gomez 2011). Drucker (1985, p. 177) points out that 
every single public service institution must be entrepreneurial and innovative as much as any 
business and much more than that. Comparing to private sector research on entrepreneurship, the 
literature is very poor with explanation about the factors of public sector entrepreneurial 
development (Rainey 2009). According Hornsby et al. (Hornsby et al. 2002) there are many internal 
organizational variables that can influence public sector entrepreneurial activity on the middle 
management level. Other authors, such as Miller (1983, p. 770) points to the fact that innovativeness 
and risk-taking organizational variables are one of the most important factors in explaining the scope 
of public sector entrepreneurial activities. In addition, there are some studies about the applicability 
of entrepreneurial activities in public sector settings, such as the study of Morris et al. (2008, pp. 
105-106) where the argumentation is that public entrepreneurship is not adequate in all situations 
but most certain in some public sector organizational environments, such as educational 
orgaƴƛȊŀǘƛƻƴǎΣ ǎƻŎƛŀƭ ǎŜǊǾƛŎŜǎΣ ƭƻŎŀƭ ǿŀǘŜǊ ŜƴǘŜǊǇǊƛǎŜǎ ŜǘŎΦ ¢ƘŜ ŎƻƴŎŜǇǘǎΣ ǎǳŎƘ ŀǎ άƻǇǇƻǊǘǳƴƛǘƛŜǎΣ 
innovations, maximization, change, adaptation, risk-ǘŀƪƛƴƎέ ŜǘŎΦ ŀǊŜ Ƴƻǎǘ ŦǊŜǉǳŜƴǘ ŀƴŘ ŎƻƳƳƻƴ ǘƻ 
almost all definitions of public sector entrepreneurship. Besides the fact that public managers do not 
agree on a common definition of what public value is, one of the most recognizable definition is the 
ŦƻƭƭƻǿƛƴƎΥ άǘƘŜ ǇǊƻŎŜǎǎ ƻŦ ŀŘŘƛƴƎ ǾŀƭǳŜ ǘƻ ǘƘŜ ǇǳōƭƛŎ ǎŜŎǘƻǊ ǘƘǊƻǳƎƘ ǘƘŜ ŜȄŜǊŎƛǎƛƴƎ ƻŦ ƳŀƴŀƎŜǊƛŀƭ 
authority- all the ǘƛƳŜέ ό/ƻŀǘǎ ϧ tŀǎǎƳƻǊŜ нллуύΦ hƴ ƻǘƘŜǊ ƘŀƴŘΣ ǘƘŜ ƎǊŜŀǘ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ǾŀƭǳŜ 
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capture, value creation and value delivery in public organizations during the process of public 
entrepreneurial development must not be neglected. In other words, one of the great goals of public 
sector organizations during their process of development is to permanently deliver public value in 
ǘƘŜ ŜȅŜǎ ƻŦ ǘƘŜ ŎƛǘƛȊŜƴǎΦ !ǎ aƻƻǊŜ όмффрΣ ǇΦ нуύ Ǉƻƛƴǘǎ ƻǳǘΥ άǘƘŜ ŀƛƳ ƻŦ ƳŀƴŀƎŜǊƛŀƭ ǿƻǊƪ ƛƴ ǘƘŜ ǇǳōƭƛŎ 
sector is to create public value just as the aim of managerial work in the private sector is to create 
ǇǊƛǾŀǘŜ ǾŀƭǳŜέΦ Lƴ ŀŘŘƛǘƛƻƴΣ ŀŎŎƻǊŘƛƴƎ aƻƻǊŜ όмффрΣ ǇΦ нпύΣ ŜǾŜǊȅ ǇǳōƭƛŎ ƳŀƴŀƎŜǊ ƛǎ ŀŎǘƛǾŜ ǿƛǘƘƛƴ ǘƘŜ 
ŜƴǾƛǊƻƴƳŜƴǘ ǘƘŀǘ ƛǎ ŎƘŀǊŀŎǘŜǊƛȊŜŘ ōȅ ǘƘǊŜŜ ŦŜŀǘǳǊŜǎ ƛΦŜΦ ŎŀƭƭŜŘ ŀǎ ά¢ƘŜ {ǘǊŀǘŜƎƛŎ ¢ǊƛŀƴƎƭŜέΥ 
 
Figure 1. The Strategic Triangle 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Moore, M 1995, Creating Public Value: Strategic Management in Government, Harvard 
University Press, Boston. 
 
The relationships presented above demonstrate the so-called public value chain. It serves as a map 
of the overall organizational process of production (inputs, projects, partners, outputs, final 
satisfaction and outcomes). At every single point, the public value can be measured thus identifying 
the problems and eliminating them in order to improve the organizational performances. 
 
Figure 2. Public Value Delivering Process and Measurement   

 
{ƻǳǊŎŜΥ aƻƻǊŜΣ a мффтΣ ΨwŜŎƻƎƴƛǎƛƴƎ tǳōƭƛŎ ±ŀƭǳŜΥ ¢ƘŜ /ƘŀƭƭŜƴƎŜ ƻŦ aŜŀǎǳǊƛƴƎ tŜǊŦƻǊƳŀƴŎŜ ƛƴ 
DƻǾŜǊƴƳŜƴǘΩΣ ƛƴ ! ²ŀƴƴŀΣ tŀǎǎƛƻƴ ŦƻǊ tƻƭƛŎȅΥ 9ǎǎŀȅǎ ƛƴ tǳōƭƛŎ Sector Reform, ANU E Press, Canberra, 
p. 91, viewed 15 August 2016, 
<http://www.csdila.unimelb.edu.au/sis/Public_Policy_Theories/Moore_Strategic_Triangle.html>. 
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Table 1. Different Approaches to Public Management 
 Traditional public 

management 
New public 
management 

Public value 
management 

Key objectives Politically provided 
inputs; 
services monitored 
through bureaucratic 
oversight. 

Managing in a way that 
ensures 
economy and 
responsiveness 
to consumers. 

The overarching goal is 
achieving public value. 
 

Role of managers Rules and appropriate 
procedures are followed. 

Achieving performance 
targets. 

Steering networks of 
deliberation 
and delivery and 
maintain the overall 
capacity 
of the system. 

Definition of 
public interest 

Little in the way of public 
input. 

Aggregation of individual 
preferences supported 
by evidence about 
customer choice. 

Individual and public 
preferences  
over inputs and 
opportunity costs. 

Approach to 
public service 
ethos 

Public sector has 
monopoly 
on service ethos. 

Skeptical of public sector 
ethos. 

No one sector has a 
monopoly 
on service ethos. 

Preferred 
system for 
service delivery 

Hierarchical department 
or self-regulating 
profession. 

Private sector or tightly 
defined arms-length 
public 
agency. 

Menu of alternatives 
selected 
pragmatically. 

Contribution of the 
democratic process 

Delivers accountability. 
 

Delivers objectives.  Delivers dialogue. 
 

 
Source: Diefenbach, FE 2011, Entrepreneurial Orientation in the Public Sector: When Middle 
Managers Create Public Value, viewed 13 June 2016, 
<http://www1.unisg.ch/www/edis.nsf/SysLkpByIdentifier/3883/$FILE/dis3883.pdf>. 
 
4.1. Social entrepreneurship and entrepreneurship in the public sector 
In crisis economic times, the quality of public services declines and appears problems such as 
poverty, hunger, unemployment, crime, migration, inadequate health services, pollution and so on. 
To ensure a better future and to improve the quality of life there is a need for an innovative 
approach of action for use of all available resources in order to create new values. Scientists and 
practitioners have suggested that public sector organizations should become entrepreneurially 
oriented in order to respond to the challenges they face. Social entrepreneurship is an opportunity 
to fill the void by providing originality and focus on customers, where private companies are good at 
it and avoiding the "one size for all" approaches that is characteristic of public services provided by 
government, designed under strict rules to respond to the convenience and political influence of the 
government bureaucracy (Hunter 2009). On the other hand, public sector organizations are 
becoming more active, showing entrepreneurial orientation. This entrepreneurial orientation of 
public sector enables the development of the concept "public entrepreneurship". Public is 
manifested in numerous activities, such as changing the institutional environment and rules, 
management of public resources which is innovation in the public interest (Ostrom 2005). 
Consequently, public entrepreneurship has many common elements with entrepreneurship and 
social entrepreneurship such as: innovation, proactiveness, risk taking and so on, but also it includes 
the creation of value or "value for citizens." 
 
4.2. Boundaries of social entrepreneurship: Shades of Gray 
There are two primary forms of socially valuable activities that should be distinguished from social 
entrepreneurship. The first type refers to the social service provision (Martin & Osberg 2007). In this 
case, the brave and committed individuals identify unstable equilibrium, for example, AIDS orphans 
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in Africa and create a program for school children where they will be cared for and educated. The 
new school will help them and some of them will be enabled to get rid of poverty and transform 
their lives. Those types of social services do not exceed their limited frame i.e. their impact remains 
limited, the area of operation of the service also remains on the local population and their scope is 
determined by the available resources. These ventures are inherently vulnerable, which means 
interruption or loss of service for the population that they serve. There are millions of organizations 
in the world designed for noble aims and good example in carrying but, they should not be confused 
with social entrepreneurship. There is an opportunity to reformulate school in school for orphans 
with AIDS as a social entrepreneurship. But, the school is required a plan, for building network of 
schools and provide the basis for ongoing support of existing schools. The result would be a new 
stable equilibrium, whereupon even one of the schools will be closed, there is a large system that 
will enable AIDS orphans to gain an education. Difference between those two ventures- social 
entrepreneurship and social service provider does not lay in entrepreneurial context or in personal 
characteristics of founders, but rather in the results. The second type of social venture is social 
activism (Martin & Osberg 2007). In this case, the motivator of the activity is identical- unstable 
equilibrium. Identical are the characteristics of individuals dealing with this social venture. They are 
ƛƴǎǇƛǊŀǘƛƻƴŀƭΣ ŎǊŜŀǘƛǾŜΣ ŎƻǳǊŀƎŜƻǳǎ ŀƴŘ ǎǘǊƻƴƎΦ ¢ƘŜ ƻƴŜ ǘƘŀǘ ƛǎ ŘƛŦŦŜǊŜƴǘ ƛǎ ƴŀǘǳǊŜ ƻŦ ŀŎǘƻǊΩǎ ŀŎǘƛƻƴ 
orientation. Instead of taking direct actions, as social entrepreneurs do, social activists are trying to 
create changes through indirect actions, through affecting others- government, NGO, consumers, 
employees and others to take actions. Social activists may, but have not to create ventures and/or 
organizations to achieve the changes they seek. Successful activism can lead to significant 
improvements of existing systems and can even results in a new equilibrium. Considering the 
definition of social entrepreneurship and differences between social entrepreneurship and social 
services provider or social activism, many social actors incorporate strategies associated with these 
pure forms or create hybrid models (See Table 2 below).  
 
Table 2. Pure forms of social engagements 

 
 
 
 
 

 

 
 
 
 
 
 

 

 
 
 
 
SourceΥ aŀǊǘƛƴΣ w[ ϧ hǎōŜǊƎΣ { нллтΣ Ψ{ƻŎƛŀƭ 9ƴǘǊŜǇǊŜƴŜǳǊǎƘƛǇΥ ¢ƘŜ /ŀǎŜ ŦƻǊ 5ŜŦƛƴƛǘƛƻƴΩΣ {ǘŀƴŦƻǊŘ 
Social Innovation Review, Spring, pp. 11-13. 
 
In the Table 2 above there are three definitions in their pure form. The successful social 
entrepreneur takes direct action and generates new and sustainable equilibrium. Social activist have 
influence on others for generating new sustainable equilibrium and the one that provides social 
services take direct action to improve results in the current equilibrium. It is important to make a 
difference between those two types of social ventures in their pure forms, but, in practice there are 
probably more hybrid models than pure forms. For example, Yunus applies social activism to 
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