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Abstract: On the sample of 84 Serbian companies which operate on Kosovo terri-
tory (Serbian enclaves) in post-conflict situation we explored which factors are crucial for
their survival and success. Also, we want to find out is EU regulatory document for small
enterprises helpful for them in this situation. We did not find EU document helpful in this
situation. The results have confirmed that the enterprises are aware that expanding the
market range is the only real and sustainable method of developing their activities. The
key limiting factor in expanding the market range is the unfair competition. Furthermore,
we are particularly pleased with the fact that enterprises from the northern part of Kosovo
and Metohia are aware of the importance of innovative activities, and they realized that in
contemporary business world it is possible to survive and grow in the market only by de-
veloping and introducing innovations. There are no universal solutions in a post-contlict
situation. Search for ideal solution for developing the entrepreneur activities and it de-
pends on the combination of social/political, institutional, cultural and economic aspects.
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INTRODUCTION - ABSENS, CARENS!

The region of Kosovo and Metohia, as well as other parts of the former Social-
ist Republic of Yugoslavia, do not have long tradition of entrepreneur activities,
but they relied on large public and social enterprises. The large public and private
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enterprises, besides social, had a significant share in the structure of Kosovo and
Metohia economy. The public enterprises, specifically those established by Serbian
Government, despite extremely unfavorable and almost impossible economic con-
ditions, successfully operated and thus contributed to the economic stabilization of
the province. The process of establishing private enterprises in Kosovo and Metohia
has particularly accelerated after the adoption of the Privatization Law by the end of
1991. It has unabatedly continued during the whole decade until NATO bombing of
the Republic of Yugoslavia in 1999. The majority of established enterprises engaged
in commercial activities, and less in agronomy, construction, transport, etc. Despite
the fact that, according to the official data, these were small enterprises with the low
capital and a small number of employees, due to their abundance they were of signifi-
cant importance in the province economy. The owners were citizens of all nationali-
ties, but mostly Albanians. The ambient of Serbian 20" century economy was very
unfavorable and turbulent. The economic sanctions, total blockade of the transport
of goods and services to our country, astronomical inflation rate and great number
of internally displaced persons are some of the factors of additional destruction of
Serbian economy. Stronger, healthier and larger economies could not have endured
or survived such conditions. The economic situation in Kosovo and Metohia prov-
ince was more difficult and complex. The permanent activities of the separatist and
terrorist organization, so-called Kosovo Liberation Army were directed not only
to public assets but also to legal entities. Kosovo and Metohia, following NATO
bombing (10* June 1999), pursuant to the international legislature and in accord-
ance with the UN Resolution 1244, was proclaimed part of Serbian territory, under
United Nations (UN) control. Kosovo unilaterally declared its independence, on
18" February 2008, recognized by majority of EU countries and USA. However, a
large number of countries still have not recognized Kosovo as an independent state,
including the UN Security Council and thus Kosovo is still not an UN member.
Despite the fact that the Republic of Serbia has not recognized the independence
of Kosovo, there are de facto local institutions under no Serbian jurisdiction at the
majority of its territory. However, the northern part of Kosovo and Metohia with
predominantly Serbian population consisting of 4 Municipalities: Kosovska Mitro-
vica, Zvecan, Leposavi¢ and Zubin Potok, remained under partial control of the
Republic of Serbia and Serbian institutions are still functioning there. These institu-
tions are part of economic, political, health, cultural and educational system of the
Republic of Serbia and have partially survived in Serbian enclaves, as well.

LITERATURE REVIEW AND RESEARCH ISSUES

The reconstruction of the society and economic activities in post-conflict
regions is not an easy task at all. The common characteristic for all these socie-
ties is destroyed infrastructure, economy, and social devastation. (Dana &
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Dana 2000). The conflicts in Southeast European region (Southwest Balkans)
left not only thousands dead and millions displaced, but also destroyed indus-
try, economy and whole civil society (World Bank 2000). The reconstruction
of this region is a very complex and difficult task. There are a number of obsta-
cles, In Kosovo and Metohia precisely, such as: lack of democratic tradition,
violence and apartheid, insecurity of regional models (not any ethic group in
the region could be used as a model of ethic co-existence), archaic social fea-
ture (“relicts of the past interfere with western style of leadership... “), transi-
tion without visible results (unclear/badly defined progress), humanitarian
help (the help is not provided as swiftly as promised probably due to the lack of
internal stability) (Pekmez, 2001). Most of assessments indicate that the influ-
ences of civil war, specifically indirect ones, have tendency to last over a long
period of time (Chen et al, 2007). This includes direct costs as regards de-
stroyed infrastructure as well as higher indirect costs as regards market disrup-
tion and increased risks of uncertainty. The costs include destroyed capital,
technological regression and huge shortfall in revenue (Abodie & Gordeazabal
2003 and Bozzoli et al, 2010). The participation of the government in entrepre-
neurship development is valuable due to the fact that small enterprises in post-
conflict societies are mostly burdened with many problems and limitations not
only economic in its nature and the role of the government is thus even more
significant. The limitations vary from region to region or from country to coun-
try and from the sectors or enterprises in industry. However, there are common
limitations in all post-conflict regions. Such limitations as regards the lack or
difficulties in capital access, specifically to financial capital, difficulties to access
raw materials which are mostly imported, lack of access to business informa-
tion, difficult access to other markets, difficulties in marketing, goods and ser-
vices distribution, technological obsolescence, problems in communication,
bureaucracy, rules and regulations generating market disruptions (Michael &
Pearce, 2009). The economic development is the key feature as regards the
promotion of stability, specifically in post-conflict regions, according to Lem-
mon (2012). Poor economic conditions and poverty are precisely the causes of
majority of conflicts (Lee 2011). Therefore, economic reconstruction of the
country or the region should be the priority once the conflict ends (Lemmon
2012 and McCauley 2013). It was found that that creating a peace and prosper-
ity in areas of conflict zones includes business which generate economic and
social value, which directly contribute to building of community and overall
recovery (Kolk and Lenfant, 2016). Economic value is linked on factors which
are related to personal wealth and quality life, while social factors is linked with
social trust and reducing prejudices (Tobias et al., 2013). The researches indi-
cate that certain factors contribute to differences in economic development in
post-conflict societies. The duration of the war and resource depletion have
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significant effect on economic development, according to Collier (1999).
Vansandt and Sud (2012) indicate similar observations and specify that the
war features, the features of the state participating in the war, economic policies
and programs related to reconstruction also influence economic development.
The social reconstruction also takes place, parallel with economic reconstruc-
tion. It is multiple phenomena that consists of reconstruction of economic, le-
gal, political and social institutions of the society (Krause and Jutersonke,
2005). This reconstruction includes infrastructure rehabilitation, economic
policy management, reforms in public management sector, peace building, re-
forms in security sector and health and educational programs. (Sack 2005;
Barakat and Zyck 2003). However, the problem of post-conflict reconstruction
is that it is so fragile and the probability of its recurrence is pretty high. (Collier
2013). The risk also depends on the quality and efforts of post-conflict recon-
struction. (Bray 2009, Schramm, 2010). Researchers indicate that entrepre-
neurship is the most sustainable road to economic reconstruction and largely
contributes to the development of post-conflict regions (Schramm, 2010, Lee-
mon, 2012). The entrepreneurship enables employment, sustainable standard
of living and decreases poverty, (Kunt et al 2009, Vansandt and Sud, 2012).
The problem occurs due to the fact that there are small numbers of studies in
the current literature that explicitly refer to the influence of conflict on entre-
preneurship and vice versa. Naude (2007, 2008, 2009), in his research about
entrepreneurship, conflict and economic development, asserts that violent con-
flicts have devastating effect on economy and entrepreneur activities and often
continue during the conflict even though they have to be adapted. Ciarli et al.
(2015) note that entrepreneurial activities can be increased during conflict, but
quality of outcome could be reduced because activity focused on growth which
are usually applied in peacetime, could be replaced with survival activity that
provide small chance of future development. Baumol (1990) defines entrepre-
neurs as geniuses who are very creative in finding ways to increase their wealth,
power and prestige. Therefore, entrepreneur talents can be used for productive
activities, but also for non-productive (renting) or destructive ones (illegal ac-
tivities). The significance of this view is emphasized trough both theoretical
and empirical researches. This means that entrepreneurship is not inherently
productive or non-productive and available awards make it socially productive
or non-productive. Similarly, Naude (2007) indicates that entrepreneurship
itself is not either good or bad and it depends on incentive structure of particu-
lar time and society. Mehlum et al (2003) demonstrate the model on poor
countries that remain trapped in their development as a result of misused en-
trepreneur talent according to what they named “predation®. Their model indi-
cates that the entrepreneur must choose to be either “predator” or “prey” (i.e.
producer). Predators’ activities include robbery, extortion, bribery, and fraud.
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The economic development shall impact the mentioned choice and they indi-
cate that in underdeveloped countries predators are more attractive than in de-
veloped ones due to insecure property rights. Their model indicates that the
economic growth and influx of new entrepreneurs is a way out of this trap and
when economic growth leads to increase incentives, profit from productive ac-
tivities, as well as the increase of government’s ability to improve the imple-
mentation of the law. Thus, influx of new entrepreneurs undermines vested
interests and even extrudes “predators” and offers new possibilities (Baland
and Francois 2000). The instability may directly or indirectly influence the en-
trepreneur activity (Naude, 2009). It is primarily reflected in the change of
prices of goods intensively used in such situations, or in reducing the requests
for entering the market and thus decreasing the costs of discovering potentially
beneficial activities (Bennett, 2010). Entrepreneur activities during civil war
often aim to provide public goods which the state cannot or is not willing to
provide. The entrepreneurs also may be actively involved in initiative for peace
building after the conflict. Musa and Horts (2019) in their paper research ex-
amined role of domestic business elite in hybrid state system which functioning
in unrecognized state Somaliland which is located within Somalia state. In such
system, business elites operate positive as well as negative. From one side, do-
mestic business elites is providing loans and contributions to the state and have
key role in establishment of peace and prevention of further conflicts. On the
other side, lobbying against a range of tax regulation led to financial depend-
ence from domestic business elites. This had a negative impact on establish-
ment of healthy financial institutions as well as on protectionism in business
with the state, also have restricted access of foreign multinational investors on
Somaliland market. It is sensible, when analyzing both conflict and entrepre-
neurship, to differentiate conflict damaging to basic capital of the country (in-
cluding buildings, infrastructure, hospitals, land) and the conflict targeting the
civilian population (i.e. through the displacement of population or large num-
ber of victims). Human victims lead to the lack in human resources and it im-
pacts the quality and quantity of the workforce and thus also the business ac-
tivities. Collier and Dupchonel (2013), referring to the data from Sierra Leone
in post-war reconstruction, indicate that a great loss of human recourses led to
the lack of high-quality workers in the region. Thus, while the physical damages
are mostly visible, conflict consequences are also reflected in technological re-
gression and decreased demand. Singh (2013) considers that long-term con-
flict period overshadows short-term positive impacts on some entrepreneur
activities. He has determined that conflict decreases investment in long-term
technologies and other innovative activities. Collier and Dupchonel (2013)
have determined that conflict leads to decrease of enterprises’ technological
sophistication. Thus, the conflict leads to the decrease not only in human
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resources, but also in technologies and innovation that can also lead to negative
impact on long-term economic growth. The importance of local entrepreneur
activities that could be the key feature of economic and society reconstruction
as regards to entrepreneurship in conflict region and post-conflict reconstruc-
tion is emphasized. The most sustainable method of economic development in
these regions is local participation in entrepreneurship. The entrepreneurship
is emphasized as the most sustainable modus for people to continue their lives
through accepting the local business activities that contribute to economic re-
construction and social stability, (Bray, 2009). Schramm (2010) claims that
entrepreneur model is the best mean to reconstruct post-conflict economy.
The entrepreneurship creates possibilities for employment, social security,
maintains the standard of living and decreases poverty. The combination of
traditional efforts in developing entrepreneurship and initiative in social entre-
preneurship can lead to sustainable growth and development, specficially in
regions where economy and society were affected by conflict, (World Bank,
2000). Development of entrepreneurial activity is caused by various factors
which operate in surrounding. Political events, government policies, cultural
norms and other institutional factors shabe macro context in which exist entre-
preneurial process, as such these factors greatly affected on success of entrepre-
neurship (Aldrich, 1990). It’s specially emphasized that entrepreneurial busi-
ness activity and their relationship to entrepreneurial environment at conflict
zone is critical determinant of success and failure of entrepreneurship (Briick et
al,, 2011). Desai (2011) noted that in entrepreneurship literature identified
three main challenges with whom entrepreneurial faced in conflict zone, in-
cluding financial environment, institutional support and human capital. Her
research paper in Iraq confirmed of utmost importance of environment factors,
including formal institutions, infrastructure, technology, endowment with local
resources, local government and other local conditions in entrepreneurial ac-
tivities (Shaza et al., 2018). Bayyoud and Sayyad (2016) in their research paper
in Palestine found out that a lack of formal institutions present challenge for
entrepreneurship in conflict zone. Research paper in Kirkuk, in a active zone of
conflict, reveal that access of markets, disturbances in the immediate vicinity of
the market, freedom of movement, access to machinery, access to capital and a
banking system were important for entrepreneurs to operate in a conflict zone
(Joseph et al., 2019). Muhammad et.al (2016) are investigate institutional per-
spective of entrepreneurship in conflict surrounding, in Swat valley in north
western areas of Pakistan. Study reveals that on entrepreneurial influenced by
complex interactions of many factors, including family history, business back-
ground and the geographical composition of their networks, as well as their
interactions with institutional forces. Shah and Lala (2021) empirically ex-
amine entrepreneurial framework conditions in conflict zone of Kashmir.
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They found a significant and positive impact of entrepreneurial finance, gov-
ernment policies and cultural and social norms on entrepreneurial success. The
common belief that eases in market dynamics would positively impact success
was negated in this case. They found a significant and negative impact of mar-
ket dynamics on success. Furthermore, the physical, commercial and profes-
sional infrastructure and services showed insignificant results.

THE REGULATION ON SMALL-SIZED ENTERPRISES

The Regulation on small-sized enterprises for Europe was adopted in
June 2008 and reflects the political will of European Council to recognize the
central role of small businesses and systematize it in coherent framework for
EU countries and EU candidates often recognized as post-conflict regions.
The objective of this Regulation is to improve the basic entrepreneurship ap-
proach in society and to strengthen the principle “first think about the small”
in European policies and administration. This slogan should become the lead-
ing one for all political and administrative decisions. The Regulation on small-
sized enterprises should help the enterprises to grow faster and stronger and
provide them the support and encouragement to use the potential of creat-
ing sustainable growth and more jobs. The Regulation prescribes a number
of measures aiming to strengthen small-sized and medium-sized enterprises
(SMEs) being the main force of economic growth, innovations, employment
and social integration in the region. The Regulation on small-sized enterprises
refers to the following principles: promotion of the entrepreneurship, the sec-
ond chance after bankruptcy, better legal regulations, public administration,
access to public procurement, access to government help, support in access to
financing, internal market access, support in innovations and support in inter-
nationalization. All these principles aim to facilitate business operations of the
small-sized enterprises and provide them with adequate support. As regards
to the northern part of Kosovo and Metohia, it is necessary to explore which
principles of the Regulation on small-sized enterprises may be implemented
and prioritized considering the specific situation. Previous research (Krampe,
2016) indicate that enterprises in Kosovo & Metohia region conduct their
most intense activities in the territory of the municipalities where they are lo-
cated (Northern Kosovo and Metohia), in Serbian enclaves and other parts of
Kosovo and Metohia. Serbian enterprises conduct their most intense activities
in other parts of Kosovo and Metohia, Serbia and the other Balkan countries.
The best markets for the enterprises from Kosovo and Metohia are considered
to be the northern part of the region, the Municipality where the enterprise is
located and Serbian enclaves. The best markets for the enterprises from Serbia
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are considered to be the territory of the Municipality where the enterprise is
located, Serbian enclaves and the remaining part of Kosovo and Metohia. As
regards the projected progress, enterprises from Kosovo and Metohia believe
that they achieve the best results at the territory of the Municipality where
the enterprise is located, northern part of Kosovo and Metohia and Serbian
enclaves. The enterprises from Serbia consider that the best progress can be
achieved in other parts of Kosovo and Metohia, Serbia and the remaining part
of Europe. As regards the obstacles for expanding their market, Kosovo and
Metohia enterprises consider them to be: unfair competition, working skills
and safety situation. On the other hand, enterprises from Serbia consider that
their main obstacles for progress are: safety situation, working skills, high taxes
and regulations. As regards their greatest problems the enterprises from Ko-
sovo and Metohia believe them to be: standards, regulations and information
on technologies. The enterprises from Serbia consider their greatest problem
to be: regulations, lack of capital and access to public procurement. As regards
to the administrative obstacles, enterprises from Kosovo and Metohia cite the
following ones: issuance of building permits, tax system and export system. The
enterprises from Serbia cite tax system and export-import system as the great-
est obstacles in their business operations. As regards to the financial resources,
enterprises from Kosovo and Metohia believe the most problematic to be in-
ternational donations, government institutions loans and their own resources.
The enterprises from Serbia as their greatest problem cite international dona-
tions, their own resources and bank loans. The enterprises from Kosovo and
Metohia consider the key support is provided by their chamber of commerce,
the government and cooperation with international institutions. Serbian en-
terprises believe that it is priory necessary to improve the regulations, provide
finances and solve the issue of standards. They also consider it necessary to
solve tax issues and export-import system. As regards the financial resources,
they believe it is necessary to solve the problem with international donations,
bank loans and their own resources. They believe that the key support is pro-
vided by public procurement, cooperation with international institutions and
loans. As regards the innovations, there is complete congruency: both believe
it necessary to create new appearance on the market, acquire new knowledge
and skills, as well as new markets. The enterprises from Kosovo and Metohia
believe the best method to achieve the above mentioned is to cooperate with
consultant agencies and research institutions. The enterprises from Serbia are
of the same opinion. Having in mind the above mentioned facts, we formulated
the following research hypothesis:

1. How do innovative enterprise activities affect successful work operationally
defined by gained revenue?

2. How does the market range affect successful work?
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3. How does the enterprise business environment affect the successful work?
4. Does the EU Regulation on small-sized enterprises moderate® these relations

VARIABLES

For this research and in compliance with the theory thesis and hypothesis,
two ad hoc questionnaires have been created. The first Questionnaire relates to
business activities and consists of four subscales: general enterprise data, market
range, innovative activities and business environment. The scales are operated at
the nominal level by multiple choice questions and at the interval level by questions
replied to by the examinee choosing from five-level scale of Likert-type (see Annex
1). The reliability coefficient for this Questionnaire is 0,89 confirming it to be a reli-
able method for data collection. The second Questionnaire is designed in compli-
ance with the Regulation on small-sized enterprises (see Annex 2). It consists of ten
subscales operated at the internal level by questions at five-scale of Likert-type. The
reliability coefficient of this Questionnaire is 0,91 indicating good metric features.

RESEARCH PROCEDURES

The authorized enterprise representatives replied to the Questionnaire re-
lated to business activities in the first part of the research (Podsakoff, 2003).
The total of 250 online Questionnaires sent by e-mails, 117 examinees (re-
sponse rate=44.83 %) replied. The e-mails were sent, in the second round of the
research, with the Questionnaire based on the Regulation on small-sized enter-
prises to the examinees who replied in first round. The total of 91 examinees re-
plied in the second round of the research. The total of 7 examinees was excluded
from the processing leading to the final sample of 84 enterprises.

RESEARCH SAMPLE

Our research included 84 enterprises: S5 from Kosovo and Metohia and
29 operating near the administrative border in Serbia. We may conclude that
most enterprises from Kosovo and Metohia have been established after 1999
(61,8%), while most enterprises in Serbia have been established prior to 1999
(44,8%). Based on the territorial distribution, we conclude that both examinees’
population are dominated by small-sized enterprises of up to nine employees:
Kosovo and Metohia 76,4%, Serbia 55,2%. The smallest number of enterprises
employs 50 to 250 employees.

2 The Variable that moderates the relation between two other variables and thus produces
the interaction effect
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FACTOR ANALYSIS OF THE QUESTIONNAIRE BASED ON THE
REGULATION ON SMALL-SIZED ENTERPRISES

In order to provide adequate analysis by structural modeling, we decided to
factorize moderate variable, i.e. reduce it to minimal number of variables provid-
ing the creation of one latent. We reduced the questionnaire from ten subscales
to two manifest variables applying the procedure of the exploratory factor analy-
sis (EFA). We decided, in order to provide robustness of this analysis, to apply
the procedure of creating fixed number of factors, in this case two. The results
are as follows.

Table 1: Percentage of the variances explained by factorization

Roots Rotated
Factor
Total % variances cumulative % Total % variances cumulative %
1 11.754 31.767 31.767 9.227 24.938 24.938
2 3.794 51.253 82.020 6.321 52.083 82.020

Table 1 displays that the factorization of the questionnaire onto factors with
characteristic roots exceeding 3 is 82,20% of explanations of the variance of the
observed phenomenon ensuring an evasion of unnecessary facts in providing
moderate role of this variable in procedure of structural modeling and for the
purpose of confirming hypothesis of the research.

Table 2: Saturation factor

Component
1 2

You consider Entrepreneurship to be the key principle in educational -211 .613
program

You consider there is good level of cooperation between business 460 .358
communities and schools

You think the tax system supports the business 363 -112
You consider support measures are very incentive for business 512 1130

The efficient procedure shall swiftly restart the business provided the  -267 .716
bankruptcy is not false

The honest entrepreneurs restarting their business should be treated ~ -.024 .539
as beginners

You consider that the national goal is to decrease the administrative =~ .463 .185
business taxes

There is the usual commencement and annual report date 257 .602
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Component
1 2
The lowest rate of VAT (Value Added Tax) for registration 166 .699
in the municipality
Possibility to decrease VAT in labor market services 065  .594
Time and money needed to register the enterprise -.182 .168

Time and reasons needed for applying for business permit and license -.170 .367

You consider there are rules protecting enterprises from unnecessary taxes .478 .391

You consider the information on public procurement is sufficiently 596 017
available

You consider there are public programs that facilitate the participation .786 -.032
of SME:s in public procurement procedure

You consider there are special measures which protect and support 748 092
subcontractors of public contracts

You consider there is a good quality and availability of government 646 .001
assistance to SMEs

You consider the government assists in supporting innovations in SMEs .711 .022

You consider there are measures to support energy savings in SMEs 718 .028

You consider there are sufficient guarantees for loans and credits 559 344

You consider there is public support for equality in final product access .683 .014

You consider the tax system is affirmative for private investors 702276

Availability of finances for SMEs from EU funds 677 .083

You consider small-sized enterprises and entrepreneurs are protected .628 .369

from delayed payment

Grade the importance of implementation of the internal market rules  .586 .382

Grade the importance of support service 361 .526
Grade the availability of EU prices and international standards 419 456
Grade the support service protecting intellectual property rights 329 .617
Grade the support service assisting SMEs 508 463

You consider there are support measures to improve innovation capacities .640 .308

You consider there are support measures for participation in EU funds .652 .337

You consider there are support measures to technological innovation  .588 .307

You consider there is access to electronic invoicing and e-management 228 .S58

You consider there are support programs for eco-management and 400 .466
organic products

Grade the programs and promotions for small-sized enterprises 404 .877
Grade the support measures in finding international partners 395 .851

Grade the quality of level of EU enterprise network 291 .627
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Based on the content of the thesis and saturation factor, (Table 2) the first
factor was named RECOMMENDED SUPPORT, and the other RECOM-
MENDED PROCEDURES.

STRUCTURAL MODEL

The basic parameters of SEM analysis indicate that the suggested model is
statistically significant and that all relevant parameters indicate the significance
of the analysis within the acceptable limits. Table 3 displays the indexes of these
parameters.

Table 3: Basic parameters of the structural model

Average path coefficient (APC) 0.190 P=0.045
Average R-squared (ARS) 0.175 P=0.039
Average adjusted R-squared (AARS) 0.171 P=0.033
Average block VIF (AVIF) 1.174 acceptable
Average full co linearity VIF (AFVIF) 2.040 acceptable
Tenenhaus GoF (GoF) 0.196 intermediate
Sympson’s paradox ratio (SPR) 1.000 ideal
R-squared contribution ratio (RSCR) 1.000 ideal

Nonlin biv direct ratio (NLBCDR) 0.750 acceptable

The achieved results clearly indicate that only latent variable of MAR-
KET RANGE could affect the business activities (path ¢=0,230 p=0,013 ef-
fect=0,067). The effect is positive and indicates that the increase of market
range increases the business activities. The other elements of the model have no
significant effect, while the Regulation on small-sized enterprises did not lead to
the modeling effect (Table 4).

Table 4: Path coefficients, importance and size of the effect model

INCOME Market BusEnv Innovation AktOMP AktOMP* AktOMP* AktOMP*

INCOME 0.230 -0.135  0.090 -0.074 0.115 -0.018  Path coef.
INCOME 0.013  0.100  0.200 0.245 0.140 0.435S Importance
INCOME 0.067 0.027  0.009 0.009 0.012 0.002 Effect

Therefore, we confirmed the first general and individual hypothesis indicat-
ing that market range affects the success of business activities. Other hypotheses
are hereby rejected.
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DISCUSSION

The fact indicated by the obtained results is that market range increase is
the key factor for increasing business activities of the enterprises subject to our
research. In order for these enterprises to achieve it the preventing obstacles
should be overcome. The most important for enterprises from Kosovo and Me-
tohia is to solve the problem of unfair competition. They face it with enterprises
from Kosovo, as well as with enterprises from Serbia that regard Kosovo and
Metohia as a very significant market. Furthermore, a large number of enterprises
using lacuna legis have not registered their activities and therefore, they have not
paid taxes and duties constituting unfair competition to the enterprises operat-
ing legally and in accordance with the regulations. When they wish to expand
their activities outside the borders of Kosovo and Metohia region, they face tar-
iff rates causing their goods and services to be uncompetitive on Serbian market
while they expect some reliefs in this domain to be provided. They are uncom-
petitive in the territory they consider their country due to the current situation.
Therefore, these enterprises are unable to anticipate their business activities or
to significantly invest in them. Double taxes increase the prices of their goods
and services while drastically reduce their competitiveness. The safety situation
surrounding their businesses causes that the existential fear leads to the activities
conducted at the capacity level of mere survival. The fact that these enterprises
are mostly active in the territory of the municipality of where they are located
and that every attempt of expansion carries a great risk only confirms this thesis.
These enterprises are destined to a mere survival and not to expansion of their
market range in such politically created hermetically closed circumstances. The
administrative obstacles they face are just the reflection of the difficult and com-
plex situation they are forced to operate in. It is fully understandable that the
Regulation on small-sized enterprises cannot moderate their position consid-
ering that it has been designed for stable and solved political situations. These
enterprises would gladly expand their activities to other parts of Kosovo and
Metohia and Serbian enclaves as well, but they face the problem of unfair com-
petition and unawareness of their goods and services. Furthermore, the obstacle
to expand their activities to the remaining part of Kosovo and Metohia and the
Serbian enclaves is the registration with Kosovo’s authorities.

The enterprises from the northern part of Kosovo and Metohia have been
mostly registered with the Serbian Business Registers Agency, but if they wish
to expand their activities to the remaining part of Kosovo and Metohia they
have to register with Kosovo Business Registers Agency demanding the pay-
ment of double taxes and increasing the costs of their business activities. It is a
paradox but Serbian enterprises also represent a kind of unfair competition, the
fact that is primarily caused by political and not economic factors. The progress
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of the municipalities they operate in represents the key to the sustainability of
their businesses but their competitor Serbian enterprises, on one hand and en-
terprises from Kosovo and Metohia, on the other hand as well as international
enterprises causes the situation to be hardly sustainable and the initiative for
expanding their market range almost unfeasible. The sheer socioeconomic situ-
ation in Kosovo and Metohia hardly improves the competitiveness in identical
business by innovative activities and these enterprises regard the only way out in
cooperation with enterprises operating in compatible areas. Human factor also
has a very significant role and therefore these enterprises are aware that their
managers and employees represent serious obstacle for expanding their activi-
ties considering the evident lack of skills.

On the other hand, Serbian enterprises consider Kosovo and Metohia
some kind of promise land considering the recognizable goods and services.
The safety situation and lack of skills of their employees represents the main
obstacle for expanding their market range. As regards the nature of their activi-
ties, taxes represent the main obstacle for expanding their market range. These
enterprises consider the remaining part of the province as a promise land for
expanding their market range, but the political situation dictates its own tempo.
Both sides consider international donations a precondition of their success, but
recently it has become clear that in due course time they would significantly
decrease and all these enterprises will have to search for their own sustainabil-
ity. The enterprises from Kosovo and Metohia will face the reality that help
from international institutions in creating favorable business environment will
be lower and that they will have to rely on designed political solutions. The
same applies to enterprises from Serbia which have to accept the fact that in-
ternational donations will be lower and that the tax system shall comply with
the final political solutions. The fact that enterprises from Kosovo and Meto-
hia clearly recognize the innovative activity to be a very important condition
for their sustainability should be considered a happy coincidence. The enter-
prises from Serbia rely on the current range of goods and services recogniz-
able throughout the province. The enterprises from Kosovo and Metohia need
assistance to find new strategies and skills and mostly the global approach to
adapt their goods and services to the market demand regardless of political so-
lutions. This approach would enable the real expansion of the market range
and provide sustainability and revenue increase. The encouraging fact is that
the majority of researched enterprises from Kosovo and Metohia were estab-
lished after 1999. This is important due to the fact that even though Kosovo
and Metohia was in an unfavorable political situation after 1999, the majority
of entrepreneurs have found the way to develop their business activities. Not-
withstanding, our research includes enterprises with relatively small number of
employees and locally oriented by their nature, this approach in overcoming
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obstacles to expand their market range even at the local level is the only pos-
sible one. The Regulation on small-sized enterprises simply cannot moderate
these relations due to the fact that it can only function in relatively stable eco-
nomic and political regions, Kosovo and Metohia not being one of them.

CONCLUSIONS

Considering the political context of the researched environment, the
achieved results represent a solid base for analysis of practical problems of the
enterprises in northern part of Kosovo. The results have confirmed that the en-
terprises are aware that expanding the market range is the only real and sustain-
able method of developing their activities. The key limiting factor in expanding
the market range is the unfair competition. Furthermore, we are particularly
pleased with the fact that enterprises from the northern part of Kosovo and Me-
tohia are aware of the importance of innovative activities, and they realized that
in contemporary business world it is possible to survive and grow in the market
only by developing and introducing innovations. Finally, it is necessary to em-
phasize the fact that the enterprises are strong catalyst for reconstruction of the
whole society, especially one with unpredictable political solution such as Ko-
sovo and Metohia. There are no universal solutions in a search for ideal solution
for developing the entrepreneur activities and it depends on the combination of
social/political, institutional, cultural and economic aspects.

COURSES FOR FURTHER RESEARCH AND
ITS DISADVANTAGES - ERRANDO DISCIMUS?

The basic disadvantage of this research is the relatively small sample of in-
cluded enterprises. As regards the unstable political situation, this sample could
be very reliable and representative in given circumstances. This is one of the
rare researches of this area and obtained data are very precious. The scientific
information this survey offers primarily probably refer to paradoxical fact that
expanding the market range is the basic condition of survival and success of
the enterprises regardless of the sociopolitical context of their activities or their
size. These findings are consistent with globalization trends of large companies,
however it is very interesting that it adapts to medium and small-sized enter-
prises (hereinafter referred to as SMEs) too. The business environment and in-
novative activities are not decisive factor and that the synergy with enterprises
conducting similar activities should be mentioned. This is completely logical

3 Mistakes learning us
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considering the trend merging small companies with large ones considering the
small ones could rarely achieve the key innovative activity to separate them from
the competition. It would be interesting to research human resources and lead-
ership skills of the owners considering that the clear vision is one of the basic
preconditions for the success of SMEs regardless of the circumstances they op-
erate in. The obtained results represent a solid base for future researches related
to factors that dominantly affect the development of entrepreneur activities in
northern part of Kosovo. Considering the legal and political uncertainty direct
foreign investments are almost impossible. Furthermore, in this situation, bank
loans are very unfavorable and other financial instruments remain undeveloped.
In order to find the final political solution leading to political safety and stability,
institutional factors have to work on shaping favorable and stimulating business
environment for growing of SMEs. The Government and local authorities have
to strongly support the entrepreneur activities, primarily in providing favorable
loans with minimal interest rates, developing public/private partnerships as well
as organizing courses and trainings for entrepreneurs and decreasing bureau-
cracy. Long-term goals should aim at strengthening of entrepreneurial culture,
developing working and leadership skills, combating the informal structures
leading to unfair competition, etc. It indicated that unresolved political situation
may affect the breakdown of economic activities, but on the other hand it may
produce the demand for other necessities. For that matter, proper mechanisms
of coordination that would prevent illegal flows and activities and would direct
economic activities towards legal and productive flows are a single necessity.
However, the experience has shown that without stable political solutions there
can be no full capacity of entrepreneurial activities either. The practical implica-
tion of this research is clear: without expanding the market range of SMEs there
is no survival or success. The expansion may be local, regional and global. This
impulse shall produce innovative activities and directly and indirectly affect also
political solutions that will optimize the business environment. This research
could be the starting point for the institutional factors in creating the strategies
and policies for supporting SMEs considering it realistically reflects their prob-
lems on site.

LITERATURE

Abadie, Gardeazabal 2003: Alberto Abadie and Javier Gardeazabal. The Economic Costs
of Conflict: A Case Study of the Basque Country. American Economic Review, 93, 1,
113-132.

Aldrich, 1990: Howard. E Aldrich, “Using an ecological perspective to study organizational
founding rates”, Entrepreneurship Theory and Practice, Vol. 14 No. 3, pp. 7-24.

Baland, Francois 2000: Jean-Marie Baland and Patrick Francois. Rent-seeking and Resource
Booms. Journal of Development Economics, 61,2, 527-542.



Entrepreneurship in Serbian enclaves in region of Kosovo and Metohia: post-conflict situation... 219

Barakat, Zyck 2009: Sultan Barakat and Steven Zyck. The evolution of post-conflict recovery.
Third World Quarterly. 30, 6, 1069-1086.

Baumol 1990: William J. Baumol. Entrepreneurship: productive, unproductive and destructive.
Journal of Political Economy. 98, 5, 893-921.

Bayyoud, Sayyad, 2016: Mohammed Bayyoud and n. Sayyad “Challenges in financing small and
medium enterprises in Palestine”, Business and Economics Journal, Vol. 7 No. 2, doi:
10.4172/2151-6219.1000222.

Bennett 2010: Johan Bennett. Informal Firms in Developing Countries: Entrepreneurial
Stepping Stone or Consolation Prize? Small Business Economics, 34, 1, $3-63.

Bozzoli, Briick, Sottsas 2010: Carlos Bozzoli, Tilman Briick and Simon Sottsas. A Survey of the
Global Economic Costs of Conflict. Defense and Peace Economics, 21,2, 165-76.

Bray 2009: John Bray. The role of private sector actors in post-conflict recovery. Conflict, Security
and Development. 9, 1, 1-26.

Briick, Naude, Verwimp. 2011: Tilman Briick, Wim Naude and Philip Verwimp. “Small
business, entrepreneurship and violent conflict in developing countries”, Journal of
Small Business and Entrepreneurship, Vol. 24 No. 2, pp. 161-178.

Chen, Loayza, Reynal-Querol 2007: Siyan Chen, Norman V. Loayza and Marta Reynal-Querol.
The Aftermath of Civil War. Post-Conflict Transitions Working Paper 4, World Bank,
Washington.

Ciarli, Kofol, Menon 2015: Tommaso Ciarli, Chiara Kofol and Carlo Menon, “Business as
usual. An explanation of the increase of private economic activity in high-conflict areas
in Afghanistan”, SERC Discussion Paper No. 182, London School of Economics,
London.

Collier, Duponchel 2013: Paul Collier and Marguerite Duponchel. The Economic Legacy of
Civil War: Firm-level Evidence from Sierra Leone. Journal of Conflict Resolution, 57,
1, 65-88.

Collier 1999: Paul Collier. On the Economic Consequences of Civil War. Oxford Economic
Papers, 51, 168-183.

Collier, Duponchel 2010: Paul Collier and Marguerite Duponchel. The economic legacy of civil
war: firm level evidence from Sierra Leone. UNU-WIDER Working Paper, 90

Dana, Dana 2000: Leo Paul Dana and Teresa Elizabeth Dana. Taking sides on the island of
Cyprus. Journal of Small Business Management, 38, 2, 80-87.

Demirguc-Kunt, Klapper, Panos 2009: Asli Demirguc-Kunt, Leora F. Klapper and Georgios A.
Panos. Entrepreneurship in Post-conflict Transition. The role of Informality and Access to
Finance. Policy Research Paper 4935. Washington DC: The World Bank Development
Research Group.

Desai, 2011: Sameeksha Desai ,“A tale of entrepreneurship in two Iraqi cities”, Journal of Small
Business and Entrepreneurship, Vol. 24 No. 2, pp. 283-292. http://www/seerecon.
org/Regional Initiatives/ WBRegionalStrategy/chapter4.htm

Joseph, Raouf, Daou, Alj, Reyes, Scott, 2019: Jay Joseph, Safeen Raouf, Alain Daou, Zainab
Ali, Gerald Reyes and M. Scott “Entrepreneurship in conflict zones: exploring
transformative subsistence entrepreneurship”, British Academy of Management.

Kolk, Lenfant, 2016: Ans Kolk and Francois Lenfant. Hybrid business models for peace and
reconciliation. Business Horizons, $9(5), 503-524.

Krampe 2016: Florian Krampe. Water for peace? Post-conflict water resource management in
Kosovo. Cooperation and Conflict, 52, 147-165

Krause, Jutersonke 2005: Keith Krause and Oliver Jutersonke. Peace, security and development
in post-conflict environments. Security Dialogue. 36, 4, 447-462.



220 Krsto M. Jaksi¢ i Adrijana J. Vukovié

Lee 2011: Alexander Lee. Who becomes a terrorist?: poverty, education, and the origins of
political violence. World Politics. 63, 2, 203-2435.

Lemmon 2012: Gayle Tzemach Lemmon. Entrepreneurship in post-conflict zones. New York:
Council of Foreign Relations, Working Paper.

McCauley 2013: John F. McCauley. Economic development strategies and communal violence
in Africa: the Cases of Cote d’Ivoire and Ghana. Comparative Political Studies. 46,
182-211.

Mehlum, Moene, Torvik 2003: Halvor Mehlum, Karl Ove Moene and Ragnar Torvik. Predator
or Prey? Parasitic Enterprises in Economic Development. European Economic Review,
47,275-294.

Muhammad, Ullah, Warren, 2016: Noor Muhammad, Farid Ullah and Lorraine Warren. An
institutional perspective on entrepreneurship in a conflict environment. International
Journal of Entrepreneurial Behavior & Research, Vol. 22 No. 5, pp 698- 717.

Musa, Horst 2019: Ahmed M. Musa, Cindy Horst. State formation and economic development
in post-war Somaliland: the impact of the private sector in an unrecognised state.
Conflict, Security & Development, VOL. 19, NO. 1, 35-53.

Naude’, 2007: Wim A. Naude . Peace, Prosperity, and Pro-Growth Entrepreneurship. WIDER
Discussion Paper, UNU-WIDER, Helsinki, Finland.

Naude’, 2008: Wim A. Naude . Entrepreneurship in Economic Development. WIDER
Research Paper. UNU-WIDER, Helsinki, Finland.

Naude’, 2009: Wim A. Naude'. Entrepreneurship, Post-Conlflict. In Making Peace Work:
The Challenges of Social and Economic Reconstruction, edited by T. Addison and T.
Bru“ck,chap. 11, 251-63. Basingstoke, UK: Palgrave Macmillan.

Pekmez, 2001: Juan Pekmez. The Intervention By The International Community and the
Rehabilitation of Kosovo. The Centre for Applied Studies in International Negotiations
Geneva, 20-21.

Podsakoff, Mackenzie, Lee, Podsakoff 2003: Philip M. Podsakoff, Scott B. MacKenzie, Jeong-
Yeon Lee and Nathan P. Podsakoff. Common Method Biases in Behavioral Research:
A Critical Review of the Literature and Recommended Remedies’, Journal of Applied
Psychology, 88, S, 879-903.

Sack, 2005: P Sack. German colonial rule in the Northern Solomons in Regan and Helga (eds),
Bougainville Before the Conflict. pp.77-107. Canberra: Pandanus Press.

Schramm 2010: J Carl Schramm. Expeditionary economics: spurring growth after conflict and
disasters. Foreign Affairs. 89, 3, 89-99.

Shah, Lala, 2021: Mohd Shiob Shah and Mohammad Farooq Lala, Is the success of
entrepreneurs dependent on the environment in a conflict zone: insights from Indian-
administered Kashmir, Journal of Entrepreneurship and Public Policy, DOI 10.1108/
JEPP-03-2021-0028

Shaza, Rosmini, Farzana, 2018: Aldariany Shaza, Omar Rosmini and Quoquab Forzana.
“Systematic review: entrepreneurship in conflict and post conflict”, Journal of
Entrepreneurship in Emerging Economies, Emerald Publishing, Vol. 10 No. 2, pp.
361-383.

Singh 2013: Prakarsh Singh. Impact of Terrorism on Investment Decisions of Farmers:
Evidence from the Punjab Insurgency. Journal of Conflict Resolution, 57, 1, 143-168.

Tobias, Mair, Barbosa-Leiker, 2013: Jutta M. Tobias, Johanna. Mair and Celestina Barbosa-
Leiker, Toward a theory of transformative entrepreneuring: Poverty reduction and
conflict resolution in Rwanda’s entrepreneurial coffee sector. Journal of Business
Venturing, 28(6), 728-742.



Entrepreneurship in Serbian enclaves in region of Kosovo and Metohia: post-conflict situation... 221

USAID 2008: Case Studies in Enterprise Development In Post-Conflict Situations. www.
BusinessGrowthlnitiative.org/blog

VanSandt, Sud 2012: Craig V. VanSandt and Mukesh Sud. Poverty alleviation through
partnerships: a road less travelled for business, governments, and entrepreneurs.
Journal of Business Ethics. 110, 321-332.

World Bank, 2000: The Road to Stability and Prosperity in South Eastern Europe: A
RegionalStrategy Paper, (particularly Chapter 4-Creating an Appropriate Enabling
Environment for Private Sector Development, and Chapter 5-Social Inclusion and
Social Change-Conditions for Peace and Prosperity in the SEE Region)



222 Krsto M. Jaksi¢ i Adrijana J. Vukovié

Kpcro M. JAKIIIMG
Aapujana J. BYKOBHU'R

IMPEAY3ETHHMIITBO Y CPIICKVMM EHKAABAMA Y PETHIOHY
KOCOBA M1 METOXMJE: IIOCT-KOHOANMKTHA CUTYALTHJA
N MOI'YEHOCT MOAEPHUPAJYRE OYHKIIMJE AKTA
O MAAMM ITPEAY3ERMMA EBPOIICKE KOMMCHJE

PE3UME

Ha ysopxky oa 84 cpricke koMmaHuje xoje mocayjy Ha Teputopuju Kocosa u Metoxuje y
IIOCTKOHQAUKTHO] CHTYAIM)H KEAUMO AQ CA3HAMO KOjU Cy GpaKTOPH KAYIHHU 3a BHXOB OIICTAHAK
u ycrex. Takole, skeAnMo Aa casHAMO Aa AU je peryaaTopHu AoKyMeHT EY 3a Maaa npeayseha
oA momohu y 0Boj cutyanuju. Y 0Boj curyanuju AokyMeHT EY Huje 610 0p momohu. Pesyara-
TH Cy IOTBPAMAH AQ Cy TIpeAy3eha cBecHa Aa je mpommpere PACIOHA TPXKHUIITA jeAMHHU IIPABH K
OAP>KMBHU HAYHH Pa3Boja mbIXoBe akTHBHOCTH. Kavyunnu orpannyasajyhu gpakrop y mpommupermy
TPIKMILITA je HeAOjaaHa KoHKypeHuuja. IllTa Bure, moce6HO paayje UrbeHNIIa A €y ipeAy3eha
u3 cesepHOTr pAeaa Kocosa n MeToxuje cBecHa BaXXHOCTH MHOBATHBHUX aKTUBHOCTH M CXBATHAQA
Cy Adje y CaBpeMeHOM [IOCAOBHOM CBETY MOTyhe OICTATH K PACTH Ha TPIKHUILUTY CAMO PasBHjarbeM
U yBOhemeM HHOBAIIHja.

Kuyune peuu: moct-KoHPAMKT, TpeayseTHHITBO, pernoH Kocosa m Meroxuje, Cpricke eHKAaaBe.
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ypeaHuka Bawiiure, oA0bpeH 3a mTaMILy.



