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BALANCED SCORECARD ANBENEFITBOR UNIVERSITIES

Izet Zeqiri
South East European University, Macedonia
i.zegir@seeu.edu.mk

Abstract

Balanced scorecard is without any doubt one of the most uswalty at least one of the most
practical techniges in strategicmanagement in general and strategic planning in particular.
Originally developedyy Kaplan and Norton, the balanced scorechad proved itself quite valuable
in business and nongovernmentarganizations likewise, it has proven very useifulaligning
performance againsbrganizational goals. The paper strives to offer analysis of the balande
scorecard technique, in termaf the possibilities for its implementation in universities having in
mind thebenefits and limitations contained thin such an approach.

Keywords:balanced scorecard, strategic management university
JEL Classificatiohl

1. Introductionto the balanced scorecard

Balanced Scorecarderives its name from the perceivetted of firms tolr balanc&\ financial
measures lhat are oftentimes used exclusively strategy evaluation and control with nonfinancial
measures such as product quality atukstomer service. An effecévBalanced Scorecard contains a
carefully chosen combinatiolof strategic and financial objectivesilteed to the companiy s
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):

A Measurement gap Although most companies measuperformance ratios, quality and
productivity, these are mainly focused on historical figue¥ 2 NJ SEIl YLX S Wl 24
R2AY3AZ O2YLI NBR ¢AGK flFad &8SINKQ ¢KShave g2 | dzi
little to do with future success. In additioa)Jthough such ratios were importanthey did
not measure other important aspects of future strategy, especially those e more
difficult to quantify. For example, future strategy might stress the importasfceustomer
satisfaction and loyalty, enipyee commitment and organisational learningyt none of
these might be measured.

A Strategy gap between general plans and managerial acti®he authors claimed that many
companies began major new strategic initiatives but that these often had little dGirgrathe
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 framewiodacial (concerned

GAGK ANRPGGKIT LINPFAOGFIOAT AGEST I ydistomBr@onceriedRBith G KS &
the amount of value customers perceive was created by The N Q&  Ldd®aR ba€ness v =
processegwith a focus on the priorities fovariousbusiness processes that create customer and
shareholder satisfaction), anigarning andgrowth 6 02 Yy OSSNy SR A GK GKS TFTANNXQ
climate that supports change, innovatiomnd growth). Thus, using the balanced scorecard
framework allowsthe firm to understand how it looks to shareholders (financial perspective), how
customers view ifcustomer perspective), the processes it must emphasize to successfully use its
competitive advantage (internaperspective), and what it can do to improvis performancein

order to grow (learning and growth perspectiv@aplan 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 urlighes the following core principles (Elkin, 2007, p. 135):

A No single measure can provide a clear performance targebaous attention on all the

critical areas of the business.

A The Balanced Scorecard seeks to minimize the common prafiémormation owerload on
business leaders by limiting tmeimber of measures used.
The approach is a way to clarify, simplify and then operationatize Mission
(Purpose/Values/Behaviors/Strategy) at the toglod organization.
Balanced scorecardsombine both qualitate and quantitative measures, acknowledge the
expectations of different stakeholders and relate an assessment of performanahdize of
strategy. Importantly, performances linked not only to shosterm outputs but also to the way in
which processes & managedg for example, the processes of innovation and learnivigch are
crucial to longterm success(Johnson, 2005, p. 418). A possible form of the balanced scorecard

model is presented in figure 2.
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Create strategic
control systems
to measure:

3 Establish company's
mission and goals

» Efficiency
» Quality

Develop strategy + Innovation
and structure » Customer responsiveness

Measure
performance

Fig. 2. A Balanced Scorecard Approach (Hill&s]J2808, p. 383 )

¢tKS olftlFyOSR a02NBOI NR ®Rpréashyt dtratdgi® Pladirgjt diek, S G NI

however, caution business leaders to |aatkstrategy and performance asmultidimensional issue.
Financial measures, thohgmportant, simpy cannot tellthe whole story. @e of the major benefits
of the balarced scorecard is that it forcesrganizations to explicitly consideturing strategy
formulationthose factors that areritical to strategy execution. We cannot stress hiént enough.
Good strategy islways developed with an eye toward how it will ingplemented. Issues within the
balanced scorecarduch as employee training, corporate culture, organizatidealning, and
executive leadership are critical to the implementation of atsategy. (Ferell & Hartline, 2011,
p.55).

Several advantages are gained by implementing the balanced scorecard (Rothaermel, 2015, p. 145):
A Communicate and link the strategic vision to responsible parties within the organization.
Translate the vision intmeasureable operational goals.

Design and plan business processes.

Implement feedback and organizational learning in order to modify and adapt strafegis
when indicated.

> > >

2. The balanced scorecard in higher education institutions

Examining existingtérature, one finds few works exploring application of the BSC to REdsgious
studies have addressed the applicability of the BSC tepmofit organisations, therebyighlighting

the need for such organisations to utiltise the BSC in improving pesfiocmeffectiveness and
enhancing service value to their customers. In general, Schools are regarded &u moofit
organizationsalthough in some cases private schools may be driven by business objetheas.

vision and mission normally focus mora oustomer satisfaction rather than profitabiligoncerns.
(Hosaini and Sofian, 2015, p.4).

In higher education, as in business, there are time@ored tradition relative to the measurement of
excellence. Rather than emphasizing primarily financial measunigher 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 arenore easily quantifiable. Familiar examples are student and faculty
demographics, enrolment, grade point average, scores on standardizes tests, class rank, acceptance
rates, retention rate, facultgtudent ratios, graduation rates, faculty teaching loadunts 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.

Finance Achieve financial
As financial stability with reserves

stakeholders, how “

do we intend to meet Improve
Managed enroliment

the mission and rowth Increase operating @ Secure capital E
vision and foster the B financial resources efficiency funds

Benedictine values?

STUDENTS COMMUNITY
Students and Improve student

Community satisfaction

Devel
VWhat do the Create community evelop
i - community
community and e mm
students expect, Advance student eaders

success and Optimize student

A -
want, and need graduation rates learning experience

from the college?

Increase
learning
delivery formats

Internal Processes
As members of the Create

staff, what do we distinctive

need to do programs

to meet the needs

of our students and
our community?

Strengthen student

n support network
Strengthen the

Benedictine libera! Enhance service H
arts program

learning experiences

Learning and Growth

- Retain qualified
As an organization, Strengthen Information
faculty & staff
what type of culture, Technology (IT) infrastructure

skills, training, and
technology are we
going to develop Support faculty

10 support professional practice
& research

S EL =R ETRTTRT Build service

learning awareness

staff development

resources & training

our processes?

Fig. 3. Balanced Scorecard Strategy Map (Brown, 201,

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 intanggbassets 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 linkelomgtrategic planning

to shortterm, tactical actions. Its implementation provides a critical linkage between financial and
operational masures on customer satisfactionternal processes and the organization's innovation

and improvement activitiegfMuhammad AlAli, 2012,p. 1490)
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3. Conclumns

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 ursutéss 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 time 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 theiurces

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 impactiofs¥ ¥ GN} AyAy3 Ay (GKS RSO
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 issuelike 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 dbes f GG KA & AYLI OGQa Ay
YR RS@St2LIVSyYyid 2F (GKS {a9Qa Ay al OSR2yAl @

CNRY G(GKS NBadzZ G 2F GKS adaNBSe ¢S 02y Of dzZRS G KIF G
HRM in their daily functioning and especially the training of the staff imzdhey can see the

results of the training in a very short period of time.

Keywords:staff training, development of SME, HRM,
JEL ClassificatioM53, O15.

Introduction

The aim of this paper is to analyze the importance of staff or employee rigpiim the overall
performance of the small and medium enterprises.

la 6S 1y26 {a9Qad NS @SNE AYLRNIlIYyG asS3avySya 2F
lot of people, more than the big enterprises. They also are a source of innovation and gtmntinb
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 interrethtand 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. Thrdugur 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 Il reviews the exciting contemporary literature about
training and development, section Ill describes the methodology and data, section IV presents and
analyses the data of the survey, section Vegithe 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 entespsd 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
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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)aisthie 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 shouldsasthe 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 S 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 ownemmanagers of SMEs have been able to distinguish tifferences
between the impact of individual training methods in business performance. In general, ewners
managers noted that the training methods offered benefit and this reflected in their business
performance.

AragonSanchez et al. (2003), in their studpne 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 secondartad®rimary 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 questnnaire as the primary source of data. The questionnaire was distributed among 85
{a9Qad YR S NBOSAOSR FyasgSNI FNRY cn 2F GKSYO®
where the first part has been general one and in the second part is composed dibgpgaggarding

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 sifaghe 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 classificain of enterprises.

Figurel-9 y il SNIINA 4 80a &aAil S

10%
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0
‘ Small
m Medium

Source: Survey results




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 mdren 15 years, in total 43, the other 15 were
present in the market between-I5 years, and only 2 enterprises were operating only féry&ars.

Figure? - Years of operating

15+ 43

7-15 years 15

3-6 years 2

0 10 20 30 40 50

Source: Survey results

Third question was abduhe 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.

Figure3 - Ownership structure

Partner with two,
persons

Partner with on
person
27%

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
GKSe NS O2yRdzOGAY3 GNIAYAYy3I F2NI AdGa adal¥F | yR
for its staff.




Figure 4 Do you conduct training for your staff?

Source: Survey results

Figure4 - The type otraining

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 ganies 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.

Formal training_———
12%

Informal training
88%

Soure: 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
guestion we understood that 42 enterprisevere 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.




Figure5 ¢ Who is trained?

All employee

1
Low skilled stal
21%

Only newly
recruited
employees
67%

Source: Swrey 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 théue 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¢ KS AYLI OG0 2F GNIAYAYy3I Ay SYLI 28SSaQ LISNF 2NN

Has had very littl
impact

Has had a great
impact
74%

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 hadgreat 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).




Figure 10 The impact of training in the development of the enterprise
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Source: Survey results
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acknowledge the importance and the impaat 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

hS YAIKG SIS (GKS 220 F2NJ I 06SGGUSNI 2ySsS yR wmMo
training that can fulfill their needs for training.

Figure 11 The reasons for not conducting a formal training
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Source: Survey results

Conclusions

Basel 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

KFa 2y SYLX 2&8S8Sa |yR Sy i{SNLINR acedye thdSmpBrianddof y OS &
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 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.




References

Abdd AZ {® S6HAamMoOUOL®D® ¢KS w2fS 2F wSONHZA GYSYyd |yR ¢ NI
of Macedonia. International Journal of Academic Research in Economics and Management
Sciences, 2(2), 13B346.

Ayyagari, M., Beck, T., & Demirgfignt, A. (2003)Small & medium enterprises across the globe: A
new database. World Bank. Washington, DC: World Bank Policy Research Working Paper
3127.

Bacon, N., & Hoque, K. (2005). HRM in the SME sector: valuable employees and coercive networks.
The International Jomal of Human Resource Management, 16(11), 19989.

Barry, B., & Milner, B. (2002). SMEs and Electronic Commerce: Departure from the Traditional
Prioritization of Training. Journal of European Industrial Training, 26(7-324.6

Betcherman, G., Leckie,,N& McMullen, K. (1997). Developing Skills in the Canadian Workplace.
CPRN Study No. W02, Renouf Publishing.

Beaver, G. (2005). Training and developing an age diverse workforce in small medium enterprises.
Education and Training, 5%D4.

Boselie, P., Die, G., & Boon, C. (2005). Commonalities and contradictions in HRM and performance
research. Human Resource Management Journal, 15(3467

Bryan, J. (2006). Training and Performance in Small Firms. International Small Business Journal,
24(6), 635660.

Qollier, W., Green, F., Peirson, J., & Wilkinson, D. (2004). Training and establishment survival.
Working paper.

Cosh, A., Duncan, J., & Hughes, A. (1998). Investment in Training and Small Firm Growth and
Survival: An empirical analysis for the UK.1987London: DFEE Publications Research,
Report No.36.

Farvaque, N., & Voss, E. (2009). Guide for Training in SMEs. DG Employment, Social Affairs and Equal
Opportunities.

Gamage, A., & Sadoi, Y. (2008). Determinants of Training and Development Practices i GMES
of Japanese Manufacturing Firms. Sri Lankan Journal of Human Resource Management, 46
61

Guest, D. (2006). Human resource management: the worker's verdict. Human Resource
Management Journal,-85.

Hashim, M., & Ahmad, S. (2006). An Assessmentraifiig Practices among Malaysian SMEs.
Advances in Global Business Research, 3(1).

Hayton, C. J. (2003). Strategic Human Capital Management in SMEs: An empirical study of
entrepreneurial performance. Human Resource Management, 42(4)39%5

Heder, E., & jubic, M. (2013). Training Needs Analysis for SM&sterng Balkans adn Turkey's
Experience. Zagreb. South East European Center for Enterpreneurial Learning

Huang, T. (2001). The Relation of Training Practices and Organizational Performance in Small and
Medium Size Enterprises. Education and Training, 43(8/9)4437

Jennings, P., & Banfield, P. (1993). Improving Competence in Small Firms. In, 16th National Small
Firms Policy and Research Conference. Nottingham, UK: Institute of Small Business Affairs.

Jones, J. (2004). Training and Development, and Business Growth: A Study of Australian
Manufacturing Smail Medium Sized Enterprises. Asia Pacific Journal of Human Resources,
42(1), 96121.

Jones, P., Beynon, M. J., Pickernell, D., & Packham, G. (201@atiByghe impact of different
training methods on SME business performance. Environment and Planning C: Government
and Policy, 31, 561.

Kirkpatrick, D. L., & Kirkpatrick, J. D. (2006). Evaluating Training Programs. San Francisco: Berrett
Koehler Publisers.

SORER;

3 ',
P
(2f
|
\7\



Kok, J., Uhlaner, L., & Thurik, A. (2003). Human Resource management with small firms: Fact and
explanations. Roterdam: Erasmus Research Institute of Management.

Marshall, J. N., Alderman, N., Wong, C., & Thwaites, A. (1995). The Impact of Manageximémg
and Development on Small and Meditsized Enterprises. Internationa Small Business
Journal, 13(4), 780.

Storey, David J. & Westhead, Paul. (1994), Management Training and Small Firm Performance,

Center for Small and Medium Enterpris@garwick Business School.



DETERMINANTS OF THE NET TRADE CREDIT: PRELIMINARY EVIDENCE INRCHESME
POLLOG REGION
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Abstract

The lack of financtpsources 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 accoyatsegpés 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. Factoexamined from

the micro and macro perspective. This study also tries to examine determinants of the NTC for a
sample for the period 20%£2015. Selected firms are SMEs and operate in the Pollog region. The
determinants are selected and examined followipgevious studies. Dependent variable is the
RAFFSNBYOS 06Si6SSy GNIXYRS NBOSAGlIoftSa YR LI &l of ¢
on assets (hereafter ROA) and current liabilities to sales are independent variables. Results show

that on awerage 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
gra O2Yy FANNSR y20 G2 LX I & fécteddNAYAFAOLYdG NBES | yF

Keywords:trade credit, determinants, regression, profitability.
JEL Classificatio@50, G10.

1. Introduction

The concept of trade credit is very important in financial management. Trade credit plays an
important role in financial performdaOS | YR AYRAOFG2NBR P [/ 2YLRaAAGAZ2Y
at A3KdGte SIFaASNI G2 0S gNRGGSY (GKSy (2 0SS I OKA
composition is that trade credit is not an isolated economic and financial issue. Therevarals

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 baty 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 produservice 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 crisi

and noncrisis 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 iine of explaining potentially factors that may affect trade credit
RSOAaA2yad Ly GKAa aiddzReé LQY GNBAYy3a G2 ONRy3I | f 2
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| provide here preliminary evidence because this study may be a pioneeringaledeatrade 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 usitirgde 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
GNF RS ONBRAGD® .dziz GKAA NBadzZ G OFyQli o6S 3ISYySNIf
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 mare 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 & 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 ewr@ned 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. Theoautrevealed 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, oewheth
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 perioe2@093and
showed that financially constrained firms, especially in times of financial crisis, used commercial
credit as an another financing source.

Sevim, Ekiyor and Taay (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 Tunisiang for the period 2002011 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) stuBidnillion trade credit contracts and provided
evidence that clients preferred trade credit over other available financing sources.

This paper also tries to study some of determinafiaistors that are supposed to affect trade credit.

The rest of the papeiis organized as follows: data and methodology, discussion of results,
conclusions, and references/bibliography.

3. Data and methodology

51 dF dzASR Ay G(KA& addzRé FINB SEGNI OGSR FNBY asSt
examined which have blecated and operated in the Pollog region. Accounting data are examined

for the period 2012015 and checked for naemsual 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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k=1 1)
where,

i=1,2,3,..,15,

k=1,2,3,4and

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 thase likely to be harmonized in line of variables
calculations. For example, Demirguint and Maksimovic (2001) used receivables turnover (total

sales divided by accounts receivable), payables turnover (total costs of goods sold divided by
accounts payakl)), shortterm 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)nexhinade 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 | have measured net tradeedit following Alatalo (2010).

CANNYQa &aAl S I a dzadz-fte Aa OFfOdAgAFAGISR a f23FNXi
wdzo A2 YR {232Nb oO6HanmMmM0O L KI @S YSI&adaNBR FAN¥VYQa 3
Profit margin and reurn 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 Trade payables) / Sale
CANNYQ& &A1 S logas Logarithm of total assets

Profit margin profsales Net income / Sales

Return on asets 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 oreeage 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 otherrith 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 &udars 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 53 151 4.17 0.00 2971

Source: own work.
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Figure 1: Mean of NTC
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Source: own work.

Before running regression, data were checked for normality and heteroskedasticity using Shapiro

2 At 1 GSadz /1FYSNRY 3 cioshaddSReuiagar 5 CoakveisBeighesStA 2y 2 F
F2N) KSGSNRPA]ISRIFIaldAOAGesY NBadzZ Ga 2F 6KAOK RSy2i
variance. Hence, OLS regression with clugibust standards errors is run. According to Wiggins
oOMpdpoho X GNBINBaa (OJOROD @30S 6 Of duit (Bl the SAGA YL
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 panellevel heteroskedasticity. In particulahey are robust for any type of correlation within

GKS 20aSNBIFGA2ya 2F SIOK LI yStkINRdzLIDE

In table 3 are presented regression results. From selected independent variables just current
liabilities to sales is proved to be insignificant determinant. Resjpasresults denoted that there is
yS3AILGAGS NBflFiA2yaKALl 0S0i6SSy TFTANNYQa aAT ST LINE T
higher total assets and profit margin used less net trade credit. Moreover, firms with higher ROA

used higher NTC.

Perbrmed 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 regressiometo

Moreover, performed regression model is controlled for correctly specification and thus the model
specification link test for singlequation models is used. The linktest results denoted that hatsq is

not significant (t = 0.22), R2 = 0.6394, F (2,5@%.33 and Prob > F: 0.0000, and hence looks like

that there is no specification error in this model.




Table 3: Regression results

Linear regression Number of obs - >3
F (4, 14) = 524.50
Prob > F = 0.00
Rsquared = 0.64
Root MSE = 0.49

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

trtpsales Coef. Robust t P> |t [95% Conf. Interval]

Std. Err.

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 1VIF

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 period2@Q0%2
Results denoted that selected firms have obtained more than provided trade credit. Thus, on
average a negative net trade credifg/found.

CANNYVQa &Al ST LINPFAGIOAfAGE YR wh! GSNBE O2Yy TANN
whereas current liabilities to sales was proved to be insignificant determinant.

This study has own limitations, so is recommended for the nextiss 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 sbpply 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. Railers 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 Repabli
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 netwof 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 withits 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 indusirjEurope.

Key WordsRetail trade, Fruits and vegetables supply chains, distribution centers
JEL Classificatio@11, L16, L23, M31

1. Introduction

The process of exploration of the potentials for development of modern supply chain for vegetables
and fwuits 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 no#teswn 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 prducts. 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 facildesever, 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 desig 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 basedexpectations 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 effot. 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 complibgtéae 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 vehicleooddlar 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 overali@agture 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 &cilities 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 produtbis; 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 & Kadef014).

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 etcnififag 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 ofall 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 tdroé 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, ptta 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 whelthe w
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: lecdli@ation,
inventory control and routing of vehicles (Detas & Tuzkayaa, 2012). The problems and tasks of
location- allocation are typical longerm 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 arsk$eof 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 vegetabls 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 mgdefid 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, basedthe 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
integerprogramming (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 sucha 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 necessatrganot 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 difteeeiors 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 theature 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 storagefepa
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 basiecjples 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. Theuitguuit

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 pyiohit 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 minimuotal 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 sehairdastics

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 sipply 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 waulffer 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 freshikepiidruits 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 wateand 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 ke in
shade away from direct sunlight. This is because the cooling vehicles are intended-tmol@e
products and they cannot remove heat fast enough. At best, they can maintain the same
temperature of the loading. However, the carriers can also conteltot 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 faransit (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 vehiclexan 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 calibratiah @atkaging, 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 andegarture. 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 tworgeaf 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 he 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 targerkets. 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 pwolédyers across the

EU in provi®n 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 eaofjstakeholders (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 hecta8d$6 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 sizeagficultural 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 s smalle
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 combineth Wunting, 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 faadinigcl

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 impeoits 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 agcultural 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 oldigatindertaken 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. Agricultairexports 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. Howeaecording 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 ofhe total agricultural production are the most important products and tend to
grow further (Agriculture Statistics 20013, 2014).

Table One Output in tonsg vegetables, Republic of Macedonia
Output in tonsg 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 | 48,3%
Source: State Statistical Office Database

Fruits and grapes are the next important group of agricultural products. Fruits production in Republic
of Macedonia is a welleveloped branch of its farming. According to the climatic conditions the
country B suitable for continental as well as for subtropical fruits.

Table Twae Output in tonsg 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
SourCherries 5,207 | 6,514 | 8,127 | 8,867 | 8,042
Apricots 2996 | 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 1%5@%¥sidering 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 upwatdend 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 takeaoooint
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 pregsing facilities, as well as modern storage facilities and
cooling equipment (National Strategy for Agriculture and Rural Development@2020, 2014).

The data about the average consumption of fresh fruits and vegetables in case of Republic of
Macedmia 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 Informautritional 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 (EUR&view, 2012).

Figure One: Mean fruit & vegetable intake per country, in grams, per day, excluding juices
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Only Poland, Germany, Italy and Austria are over the recommended daily consumption of 400 grams
per inhabitant. Reemmendations of the World Health Organization have been achieved only with a
guarter 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 andabéegt 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 laeow 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, particularito 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 tlo@é&am 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 nstitistically 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 speetlieh a coolant
system transfers heat and cold and is expressed as refrigefmimdt 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 & Este®12b). 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 dettry

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




time of cooling. Ideally, cooling should takegaddast 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
fag 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 thathatfeof the cooling
capacity in a typical object is used to compensate fer tieatloss 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 $ 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 benefitsadihg 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 b 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 leftHimgever, 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 thelxrashould 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, th&pace 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 thantthe wid
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 connentigith 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 chamlerConsequently, at least one chamber can be used kt@oéng

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 plusgttbiet c

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 preooled and that the chambersillvbe filled 66% was calculated according to

the following parameters:

Table Threeg 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 requiseget
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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 mixjproducts during postharvest handling
divide fruits and vegetables into eight groups. In practice it is very difficult to separate products into
this many groupsery few wholesale or retail handling facilities, if any, have eight temperature
controlled boms, so they develop simplified three groups, that we also sugest for the case of our
distribution centers.

4.5 Assessment of the financial and fiorancial benefits

Based on the current market prices of such equipment, the system if hosted in alngxist
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 standardstofage 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 thatmost 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 tew/ 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 Macedoniavants 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 systiinbe 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 imistries. 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 turbulene is the everyday 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 unexpacidd
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 benefitagfility 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 agittystomer loyalty among Albanian
retail companies, using a hierduical 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,
decisieness, 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 strategiesand 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, flemance.

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 underdfathat 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 havdostered 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 marketd 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 enhancingagfitability, 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 lowes, pri
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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, uncertauhty, an
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 therhetter 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 astrategic factor and agility of the supply chain may

AYLIE OG0 GKS adNBDAGFoAftAGE 2F GKS TFTANY ot N} §SNJ Si
the revolutionary turning of the business environment into a turbulent place of compet#iush
A0NHzZ33ES FT2N) adz00S&aaé¢ O{KINARFA YR %KIYy3IZI mMdbdhpdpO d
Agility has been linked to competitive strategy (Goldman et al., 1994), but few studies relate supply
OKFAY |3AfAade (2 FA NYeintediflibdfors NU¢cH ag QuStom2rishtigattiorS NJ Y |
or customer loyalty. This study aims to explore the antecedents of supply chain agility and to
investigate the relationship between supply chain agility and-eumstomer loyalty. The antecedents

of supply chain agility are adapted from relevant existiteydiure, 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 dimensionsbehavioral loyalty and attitudeased loyalty. The model proposed hypothesizes

a direct and positive effect of supply chain agility on custoetogalty. This study aims to bridge the

gap that exist in supply chain studies which link compasi@s indicdors to customerside

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 etustomer (Stank et al., 2001)..

Theoretical framework and development of hypothesi

Supply chain agility

{KFNAFTA FTYR %KFIy3 omppdpd RSFAYS FTIAfAGE +ta Goo
survive unprecedented threats of business environment, and to take advantage of changes as
2L NI dzy AGAS&E & | 3 Apoktib@ of dmpetitive Sbases dEpers, aflaxibitizf, SE
innovation proeactiveness, quality and profitability) through the integration of reconfigurable
resources and best practices in a knowledigh environment to provide custometriven products

and servics 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 caeabilit

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 aal¥Byer, 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, #ughors 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 theY LJF OG G KF 0 adzlJL)X @ OKFAYy | 3AfAGE
2012; Yang and Liu, 2012). Their findings confirm the importance of enterprise agility for
O2YGSYLRNINE FTANXa Ay (2RIFIeQa ReylFIrYAO odmshySaa ¢
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). Agili

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 effectiveliigactirrent 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 andose¢e§dhonko 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 thigyatn 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).

hyS 2F (GKS (1S8ea (2 adzO O Sésponsivghess. Adiity & &labolt créaling ( a
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).

Thereis 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 frar 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 efficientansumer response (ECR), postponement and IT/IS technologies such asfpoint
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 mastegichange 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 compesuys 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 thatte supply chain becomes informatitmased rather than inventorpased (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 8gears (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 bnéamdhree 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 pat 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 (refidéte instance by scanner data at
GKS LRAyda 2F alrtSuvo 2NJ oé& GKS Odzaiz2YSNRa 24y
Chestnut, 1978). The most common measurements used for behbag®d loyalty include: the
average purchase order (Jacoby dfyher, 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 §it 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 approacHollased 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 effectivelysessed using only one variatjed 6 A f £ Ay Iy S & a
NEO2YYSYR (2 20KSNBRE¢ 6L -af-mbthagpinians. G KNR dzAK LI2AAGA DS

Figure 1. The conceptual model of the study
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Figure 1 presents the conceptual model of the study.

The actual body foresearch 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 SO#erature 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 developexyious

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 socialdalife 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 mesurement scale used for loyalty construct were adapted from the studies of Chen
and Cheng (2012); Davsamsek et al. (2008) and Cerri (2013), combining items for both attitude
based loyalty and behaviolrased loyalty. Table 1 presents the items usedn@asure each of the
dl0dzReQa O2yaidNHzOGae ! aS@Sy LRAYydG [A]TSNI &aolftsS
instrument, where 1 = Totally disagree and 7 = Totally agree.
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Tablel. Items used to measure the constructs of gtady
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 informan 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 threatssianvironment.
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 opganities in our environment
Flexibility
When needed, we can adjust our supply chain operations to the extent necessg
execute our decisions.
My firm can increase its shetérm capacity as needed.
We can adjust the specifications of orders as reqe@dty our customers
Supply chain agility
We are able to adapt our services and/our products sufficiently fast to new cust(
requirements.
We are able to react sufficiently fast to new market developments.
We are able to react to significant increasesl alecreases in demand as fast as required
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 suppige changes (e.g. compensate f
spontaneous supplier outageseldvery failures, market shortages, etc.)
Ability to rapidly reduce ordeto-delivery cycle time
loAfAGe 2F adadd e OKIFAy (2 | Redad G2 a
Customer loyalty
I have closer relationship with this retailer than other retailers ynarea.
| will continue to buy to this retailer in the foreseen future.
| encourage my friend to buy products from this retailer
I am not changing the retailer chain where | regularly purchase products even if my fi
recommend me another one.
| am willng to put in more efforts to purchase products from this retailer than otl
retailers.
9SSy AT 20KSNI NBGFAfSNAB YIS aLSOALt 2
retailer.
L KIF@S LJz2NOKF&aSR Y2NBE FNRY sewehlyeasEhinothé
NBGFAE SNAQ LINERdAzO0 &

The conceptual framework of this research includes both organizational and custelatad
variables. Thus, two separated structured questionnaires were designed, one for retail stores
managers and one foruustomers. The data were collected during Octoétovember 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 tegxdeined from

each of the stores of cooperating managers, obtaining 452 filled questionnaires from this category of
NEBALRYRSYyGad bAyS OdzaG2YSNRAQ |jdSadiz2yylANBa ¢
responses, resulting in a final sample of 113 nBa®%aNBE Q |jdzSadA2yylF ANBa | yR
guestionnaires.

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 t

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.

CORiER
e ENp

o &
K @
(s z\
\= '




Table 2. Confirmatory Factor Analysis results

Constructs CFlI TLI RVISEA | AVE Composite Cronbach
Reliability 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 Chair| 0.93 0.93 0.031 0.82 0.90 0.916
Agility

All the other indicators were within the suggested thresholds, suggesting that the constructs

resulted unidimensional,

discriminan 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, Were the data collected from managers and customers had to be combined
together. The data taken from supplieompanies are nested with the data taken from client
companies, so the first step was the analysis of the null model, where Loyalty served @sepred

variable and there were no predictors at level one or level two (Radenbush and Bryk, 2002).

respective indicators demonstrated high convergent validity,

and

The analysis of the null model showed that the intercept term varied across groups, indicating that

customers data are indeed nested with each store managkts, 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 KCC (intra

class correlation coeffient) 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) :
"H. K
CH-OY @30 HF WS f kclass GoyfeTation H 2 Y

L/ / T
2 KSNBY

6

H. b

"H2 0

GAGKAY

The resulting ICC value showed that approximately 39.4% of predicted variable (organizational

commitment) could be explained by the predictor of level 2.

The propeed hierarchical linear model of this study is:
[2elfdGere T
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accounted for by store managers.

Data analysis showed that LoyaltyAss3y A TA Ol y i f &
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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 creatgustes, framework
and appropriate practices that encourage inteorganizational behavior. Marketers must place a

greater emphasis on maintaining and enhancing continuous customer/provider relationships, aiming

to facilitate the progressive involvement gdartner companies.
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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 agftivities and reduce costs elsewhere, resulting in total
benefits by reducing total costs and reaching positive synergfiects. 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. Compees 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, arvadlyfi
influencing organizational commitment.

{AyOS GKS {/! KlFa Fy 2@SNIrftf LRaAGAGBS AYLI O
service, naturally a customer who has experienced a very good service or that is satisfied with the
F A NI Q & antéSvilBe2medé 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 cor&s to buy more at the company
(reflecting behavioral loyalty) and have a positive attitude towards her (attiomied loyalty).

In addition, recognizing the impact of SCA on customer loyalty, the company will be able to become
aware of its importance ahadopt 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 esaimell 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, swifthess an
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 changesoimpetitive 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

2y
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indicators of performance. The entire supply chain should function like parts of a human organism,
aiming towards beating competition and creating value notyofor 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 perdioca.
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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 diseasof 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, theThermal 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 1415 nights of staying; (iii) The cost of person in hotels, including accommaodation,

three meals, transport and entrance fees in spa tourism$edg F NB 2y | @SNF IS € ™
Ozada Ay GKS K2adSta 2F GKS NBaARSyda INB 2y 0@
visitors/tourists is over 10 with over 900 beds in total; (v) The number of hostels that offer family
tourism is about 11 with the average number of beds1®/house with over 1 000 beds; (vi) Total
NBEZSydzS FNRBY KSIfGK G2dzZNRAYSX FT2N) K23GSft ayeat YR K23
period (200H nMp U Ada € ™M nAn MAOAH®

Keywords:visitor/tourist, health tourism, themal 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 watels which are: Bilaj in Fusrujé; Elbasan Thermal Baths; Bénjaémiet;
Vernomeros, Postenan in Leskovik; and Thermal Baths in Peshkopi, in Dibér. Since the study is aimed
at the development of health tourism in thermal waters in Dibér should be also mentioned thermal
waters in Banjisht and Kosovrast in Maced@ni@hethermal springs in Kosovrast and Banijisht are
part of ethnographic Dibér which does not comply with current administrative boundaries (Frashéri
2012:11).

Attendance of health tourism in the thermal waters of visitors, not only healing/cure various
diseaseshut enables the recognition of historical and geographical tourism of the city, as one of the
most interesting regions of Albania (Murrja, Meco & Tomorri 2016). Development of tourism in the
thermal waters in Peshkopi, Dibér increases the income ofhdtel business, the owners of hostels,

! http:/Avww. hoteleriturizemalbania.al/2012/05/burireetijeravetermalekurative 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 Dibér once the administrative part of the former Yugoslav today Republic of Macedonia.
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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, lagidents 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, whh is subordinate to the Municipality of Dibér. 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 43v&tiG 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 ifgrtourism on Llixha neighborhood in the city of
Peshkopi; (ii) albanian visitors and foreign tourists; (iii) Visitors/dialy tourists from districts Dibér,
Burrel and Bulqgizé; (iv) Balnear State Enterprise.

The purpose of the study

The purpose of the stly is to inform visitors/tourists of thermal waters: (i) the value of rare
healing/curative; (i) the minimum cost of accommodation/food and transportation; (iii) the value of
specific historical, geographic, gastronomic tourism etc.; (iv) the qualityenfice, 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 forhe period of 10 years (20ae8015) 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 ninember 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 20062015; (vi) assessment by dss/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 baihBibér 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:/bdcapaom/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 Dibérhut 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 peoplaedittg, 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 economicve®dpment 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 entre 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 afsteone 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 travelig 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 offitidé 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, -ttgypers, 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 darwere 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:

f= X7 =X 1
SN from where Jn
> - Overall data populating
X- Average selection (11.67)
t-The confidencelevel{ft0 I' nddpp FYyR h I ndonp aSOdNAGeés sKSN
S- Variance of choice (2.47)
n - sample size (140)

To calculate the variance of selection are gdine:

52:£ (X|';()2

iz n-1 fromwheresz\/g-

xi-the number of tourists interviewed from any hotel or hostels




No. Unit Xi )_( (xi-)_() (xi-)_()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 Hostelsno.1 | 4 11,67 -7,67 59

7 Hostelsno.2 | 7 11,67 -4,67 22

8 Hostelsno. 3 | 2 11,67 -9,67 94

9 Hostels no4 9 11,67 -2,67 7

10 Hostelsno.5 | 6 11,67 -5,67 32

11 Hostelsno. 6 | 4 11,67 -7,67 59

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

No. of units = 12 n=140 )_( ~140/12 H X,]._)_()2 -851

Then, S2 = 851/139 = 6,12 afd v 012 = 247.

By choosing the confidence level(10 ' noddpp 6S KI @SS Ay HKAOK @I NR
1) degrees of freedom, is that the value-{n0,05) completes the condition that the integral of f(t,

n-1) between t(r1: 0.05) and t(fL: 0,05) is 0,95. In our study we have 0,95 = Probability [11,67
NZPPOHZANTKMMZIYoOoUB6 X > X OMMZIcT b AZPPOHZINTKMMZIYO
Besides sample of 140 visitors/tourists were interviewed 5 hotels adminstrator,7 hostels owners and

4 Balnear st@ 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 gquestions about the pleasure of tourists, the numbemuabts who do not

return, and why, the cost for staying, interest of visitors/tourists to recognize the historical and
geographical tourism Dibér etc. And finally, to employees most of questions where like: What is the
period most frequented of the year iother 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 dthe 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 be#i® 8nd toal 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 20@2)91

Number of albanian visitors/tourists is 40%, while of foreigorists is 60% .The ratio is 2 to 3
domestic tourists.
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Figure 1-Report of albanian tourists/foreign tourists

Foreigners

(Kosovad

Macedoma
60%6)

Domestic visitors albanian coming mainly from Shkodra, Tirana, Durrési, while foreigners from

Kosova and Macedonia.
Distribution of domesticdurists and foreign tourists (Kosova and Macedonia)

Figure 2Geographical distribution of the visitors on percentage
Others Tirana

S0, ‘ Durrési Love

5%

Fosova

30% Shkodra

20%%

Macedonia
3004

From Figure 2, we conclude that the geographic distribution of visitors/foreign tourists is: Kosova
and Macedonia by 30%, whiflomestt tourists are: Shkodra 20%, Tirana 10%, Durrési 5% and other

domestic 5%.
Hospitality, service, accommodation, food etc., according visitors/tourists perception

Figure 2Geographical distribution of the visitors on percentage

Hospitality Akommodation,Food and Service
GooZ  ayerage Goog  Average
2% 0% 2% 6%
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From Figure 3, we conale that the hospitality appreciated by 98%totiristswith "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 watbes
"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 2€2BL5.

Figure 4The number of vistdrs/tourists in years 2008015
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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 hostel

Figure 4The number of visitors/tourists in years 208615

1885 1200

1856

2000
1510 1554
1308 1367 1410
1500 1200 1226

1000
500

0
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Total revenues (hotels and hostels) in years 22065

Figure 6Income appropriations for 2068015
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From Figure 6, we conclude that the income from thermal waters tourism is growirgménm
2015, compared to 2006 almost doubled, while total income for2006mp A& € MZAnNnXIMAH

4.1 Estimates by the SWOT analysis

Advantages Weaknesses

1) Thermal waters are a rarity in the world of th
healing power;

2) Nights of staying in minimum cost;

3) Hospitdle and generous community;

4) Quiet and safe area;

5) Very beautiful nature;

6) Comfortable accommodation in hotels and hostel:
7) Purity and traditional cooking;

8) Culture communication;

9) BIO products;

10) Variety of nature monuments;

11) Healthy cihate;

12) Figures of national histay

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 tirea;

7) Lack of restoration of the museum of national hg
Gjergj Kastriot Skanderbeg Cidhén Dibér;

8) Lack of paved roads to facilitate the movement
tourists in the whole area of Dibér.

% And our national hero, Gjergj Kastriot Skanderbeg €SiPibér) and his contemporaries Mojsi Golem; The
President of the League of Prizren, llyas Pasha D{itpcisht, Dibér); The vicgdrime minister of the
Government of Ismail Qemali, Nikoll Kacori (Regiuré, Dibé&); The King Zog (Burgajet, MaDibén; The




Opportunities Threats

1) Greater interest by the Municipality of Dibim the | 1) Natural disasters sucls ires and floods;
creation of modern facilities in Balnear Centre a| 2) Damaging natural and pristin places.
building capacity for tourist reception;

2) The biggest interest of the governmer
development agencies and donors to invest
northeast Shqipéisé;

3) Promotion and interest by the Ministry dfourism
about health tourism in thermal waters in Albania;
4) The advantageous geographical position due to|
proximity to Kosovo and Macedonia

5) Construction of apartments for VIP persons;

6) BIO product development.

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) thgebodl 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
selfemployment in Llixha neighborhood aitd 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 irdtmien 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 appreciatethe "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 Dibér;

Museums to recognize thestory of Dibér;

Apartments for VIP persons, to enable the development of elite tourism, according to international
standardized assessments;

Mediumterm strategic development programs and Lehgrm local government and central
government.

6. Recommendatns

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 Dibér;

Domestic and forign 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 ? 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 Stérmilli (Grea@¥)Dibhe President's
socialist system Haxhi Leshi (Great Bipand why can be debated because of the systemj@vR068).
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Abstract

The concept of social entrepreneurship and its role in creating public value within public
organizations is onef 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 prazfigsoducing 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 conchrss 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 becomiagnd

more socially responsible, the role of social entrepreneurship business models in creating public
values is becoming increasingly important.

Key wordsxvalues, 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 irdst 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 thorists 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 sandcée 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, methodsd 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 emrepreneurship 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 exishdénrapidly growing business
SY@ANRYYSyila oAGK2dzi | LILX &@Ay3 odzariySaa VY2RSfaxz
feasible without everyday interactions with the public sector, private sector, and citizens. In those
interactions, social enterprisenust 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
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to address the growing social needs in a society. The proposed research in thisiegtaletured

with the purpose to address two complementary components by using betiprnapproach: First,

social values, social capital and social entrepreneurship; and Second, public value and public
entrepreneurship. The following sections of the papleal in more detail with each of the above
YSYGA2ySR 02y0OSLJia Ay 2NRSN) 42 AYyO2NLRNIXYdS agKlI
2NRSNJ (2 aO0f2al8 (G4KS NBA&ASFNOK 3AFLXE Ay LdzofAO &SSO

2. Social values and social capital

Social valug 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 measgudur 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 nhorms and institutions, they can
explain @ 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 relationa gociety. 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 anee of the bases of promoting the overall culture in a society by
promoting the stability of the s@alled social order. They are part of the larger system of values in

the society and must be defined and analyzed within that system. Generally speakivejues can

0S t221SR a | aYShadaNE 2F 3I22RySaa 2NJ RSAANIoOAC
the social structure and are result of social interactions in society. Values and norms are very much
related but not same. While values areora 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 examptajyming 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 gesral, 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

60! aKg22R/ 2ttt S3aASaSRAL YOPROPOD® hy 20 KoBdeptwhich y R> & :
includessocial capitahs well as theubjectiveaspects of thavell6 SAy 3 2F OAGAT Sy aé
2016). Very similar to defining social values, in the literature there are many definitions of social
capital that are complementary or contradicting. Wiever, one of the best definitions is provided by
.F1SNY» ! O0O2NRAY3I KAY (GKS az20Arlt OFLAGIE A& al
structures and then use to pursue their interests and it is created by changes in the relationship
amongactor§ 0. I 1SNl mdppnI LIP cmpod ¢KS az20Alf OF LIAGIH f
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 perspe@ 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 orderaddress 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 anéhgsis,

modern economists say that the value is not a fact in objective sense. The second reason is that
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decisionY { SNB YI 1S aO2yFdzaraz2yé¢ o0SG6SSYy UGUKNBS RATT!
external stakeholders, managing internal operations, and a&s¢s3 a2 OA S lj £ AYLI O
' YADGSNBAGE HamcO®d | 26SPOSNE Ylye adGddzRASAE GNB (2
@2dz ONHzAaG GKS 20KSNBKE hiKSNJ dzaSa ONRGSNAI &dzOK
Besides, there is a geraragreement 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 entrepreneurshijs a relatively new phenomenon, but the idea and practice date long time
F32d ¢2RIFI&x & | NBadzZ G 2F JFt20ltATFGA2yT a2 O0Al
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 stredtildren, 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 dramaically 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 aat isgmact

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 @aiBrin 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 ceate 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 entrepreneurshgre 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 conmties 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

sock £ SYGNBLINBYSdINBEKALI A& RSFAYSR lay al LILX AOF GA?2
dzaAy3 3ASYSNIGSR LINRPFAG FNRBY YINJSG FOGAGAGASE T
FYR al NIA oOouHnncs LI HU inRopporkuyiteRior lecdnomiddciNiBeOthat & 2 F
will enable a solution to social issues. This process involves a combination of innovation and
NE&2dz2NOSa Ay yS¢g gleéa GKFG dAf GAYFGSte adAavydzZ I dS
The analysi®f 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 temia 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 wagkin 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 shopemeneurs 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, thentehas 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. Tle 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 fofadafinition
borrowed by Leadbeater (2001, pp.-18), 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 effonomic development (Dees 2012). In addition,
according Leadbeater (2001, pp.-18), 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 soc@apitat 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. Theseganizations 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 shot, 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, faggrowing businesses. Social innovations are important becatigheoneed 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 theptent existence

and further development of entrepreneurship in public sector organizations to the concepts of
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making process on employing available public resources in satisfying the general and specific public
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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 entremanal 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). Acding 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 thaativemess

and risktaking 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 pulglisector 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
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almost all definitions of public sector entrepreneurship. Besitte fact that public managers do not

agree on a common definition of what public value is, one of the most recognizable definition is the
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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 giesls of public

sector organizations during their process of development is to permanently deliver public value in
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sector is to create public value juas the aim of managerial work in the private sector is to create
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Figure 1. The Strategic Triangle
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Operational Performance
pability

Source: Moore, M 1995, Creating Public Value: Strategic Management in Government, Harvard
University Press, Boston.

The relationships presented above demonstrate thecatbed public value chain. It s&was 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 tmprove the organizational performances.

Figure 2. Public Value Delivering Process and Measurement
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Table 1. Different Approaches to Public Management

Traditional public New public Public value
management management management

Key objectives Politically provided| Managing in a way thal The overarching goal i
inputs; ensures achieving public value
services monitored economy and
through bureaucratic responsiveness
oversight. to consumers.

Role of managers Rules and appropriaty Achieving performancqg Steering networks of
procedures are followed. | targets. deliberation

and delivery and
maintain the overall

capacity
of the system.
Definition of Little in the way of publig Aggregation of individual | Individual and publig
public interest input. preferences supported preferences
by evidence about over inputs and
customer choice. opportunity costs.
Approach to Public sector hag Skeptical of publisector | No one sector has 3@
public service monopoly ethos. monopoly
ethos on service ethos. on service ethos.
Preferred Hierarchical department | Private sector or tightly | Menu of alternatives
system for or selfregulating | defined armdength | selected
service delivery profession. public pragmatia@lly.
agency.
Contribution  of  the| Delivers accountability. | Delivers objectives. Delivers dialogue.

democratic process

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/SysLkpByldentifier/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 eraatv 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 oginality 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 padlitlcence 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 concepublic 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 entrepreneurshipgs 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: Shadesaf

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 individualsrnti&/ 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 nerently 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 entrepeneurship. 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. $hié weuld 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 vensagal
entrepreneurship and social service providkres 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 identicstiable
equilibrium. Identical are the characteristics of individuals dealing with this social venture. They are
AYALANY GA2yFE>X ONBIFIGAGSET O2dzNF 3S2dzda |yR adNRy3IO®
orientation. Instead of taking direct actions, sacial entrepreneurs do, social activists are trying to
create changes through indirect actions, through affecting othgm/ernment, NGO, consumers,
employees and others to take actions. Social activists may, but have not to create ventures and/or
orgarizations 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 entreareship 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

Direct Prowdlng social Social .
service entrepreneurship
Action
nature
Social activism
Indirect

Maintained and improved Created and sustainable

Sourc/)’ al NIAYZ w[ 9 haoSNH>X { HanntI W{20AlIf 9y iNE
Social Innovation Review, Spring, pp-18L

In the Table 2 above there are three definitions in their pure form. The successful social
entrepreneur takes direct@ion 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 itapbto 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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