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Abstract

The main objective of this research is to make e@vatjve analysis of the core business performance
on the sample of a hundred small and medium engapiin the food sector in Boshia-Herzegovina,
Croatia and Serbia. The analysis will comprise éigiost important financial indicators of business
operating of the enterprises in this sector by \Wwhite success of their business, with the primagey u
of benchmarking methodology is measured. Benchngakiethodology basically uses the Balances
Scorecard model principles. On this basis, a madethe international database of over 100,000
companies from 24 countries has been created.ddtedase has been used as a basis of comparison
(benchmarking) of business performance of individoapanies, and Boshia-Herzegovina is the first
country in the region that has been involved ifitie authors chose neighboring countries (Croatia
and Serbia) for the comparison because Bosnia-Hergea has had a significant trade with them,
and as BH, they underwent economic transition dtame they are, in addition to the regional, also
direct competitors at the EU market. The researdh ke conducted with the use of different
statistical methods and applicable use of SPSSvaddt The analysis will primarily relate to the
period of 2007-2011 years. This research shoulérdehe the competitiveness of enterprises in the
food sector in the three neighboring countries, andwhich areas the competitiveness is most
significant. The aim of the work is to, with the wf identical financial indicators, determine htve
small and medium enterprises in the food sect@asnia-Herzegovina, Croatia and Serbia operated.
In this way it will become known in which busindietds the companies from the stated three
countries produce the best results, but also it tél observed in which country the food industry
suffered the greatest losses as a result of theagjfmancial crisis.

Key words:Business performance, Food Sector, Bosnia-HerzegoBenchmarking methodology,
Croatia, Serbia

INTRODUCTION

Small and medium-sized enterprises (SMEs) are iraportant part of economic development of
every country but at the same time they are reptaBee of private property and entrepreneur spirit
In EU law, category of micro, small and medium-diznterprises is made up of enterprises which
employ fewer than 250 persons and which have anartarnover not exceeding 50 million euro,
and/or an annual balance sheet total not exceednyillion euro. SMEs are very important for the
countries in transition and developing countrigseeslly because of the problem of unemployment
and unequal distribution of earnings. In EU there around 23 million of SMEs and they have
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provided two thirds of the total private employmant around 80% of new jobs. To highlight the role
and importance of SMEs, it is necessary to anatyweimpact of SMEs sector on the business
performance of individual industries in the natioraonomy, and in this paper it is the business
performance of the food sector.

Food industry means use of natural resources andtres like BiH, Croatia and Serbia have
excellent potentials to use their resources. Theseurces are specifically related to the produatid
healthy food to meet the demand on domestic amdriational market. But the main problem is that
resources are not used well or sufficiently. Foedt@ employs a proportionately high number of
employees, often with a very low qualification sture; it contributes to the generation of income
both at the level of households and farmhouse mtamhy and at the level of simple organizational
forms (collectives) Average number of employees per company in th®sés the highest in Croatia
27, followed by Serbia 22, while with 20 employeei$ is the lowest in BiFl This research will show
that there are considerable differences in the &sador in observed countries.

SMES SECTOR IN BIH, CROATIA AND SERBIA

SMEs are generator of changes in the economy bedtheyg increase the mobility of the labor market,
employment and exports, provide opportunities fewedopment and generally they are an engine of
economic development. In BiH the situation in SMEstor is very specific. There is no law on a state
level so there is no unique definition of SMEs whegans that every entity uses their own definition
of SMEs. In 2010 in BiH there was between 26.00@%000 companies from which 97% were
SMEs. It is important to say that BiH is signatafyThe Small Business At{SBA). According to
data collected bypoing businessBiH stands at 162nd place in the ranking of 18&nemies on the
ease of starting a business. To start a busineBgHirit requires 11 procedures, takes 37 days,scost
14.9% of income per capita and requires paid-irimmim capital of 29.1% of income per capita.

Table 1. The ease of starting a business in Bipkiriod 2010-2013

Indicator 2010 2011 2012 2013
Rank - - 162 162
Procedures (number) 12 12 12 11
Time (days) 69 64 40 37
Cost (% of income per capita) 15,8 17,7 17,0 14,9
Paid in Min. Capital (% of income p¢ 29,8 30,5 29,4 29,1
capita)

Source: Doing business database.

Without law of SMEs on state level BiH losses fioiah help from EU what is not a good signal to
entrepreneurs who want to start a business in tlwaircountry. But beside all these problems, tigere
a great number of companies who succeeded whatilheew in the second part of this paper.

“Association of Business Consultants in BB§nchmarking report for 2012: Comparative analysidusiness
performance of the companies in BiH in food, wood anetal sectors compared with the same sectors in
Croatia and Serbia(Sarajevo, 2013,), p.23.

®Ibid, p.24.

®The Small Business Act (SBA) is the EU’s flagshigiqy initiative in support of Small and Medium-six
Businesses. SBA is a set of 10 principles whictukhguide the design and implementation of polidieth at

EU and national level.

"The World Bank and International Finance Corporgtiboing business Bosnia and Herzegovina: Smarter
Regulations for Small and Medium-Size Enterpri§@&gshington, DC: WBG, 2013.), p.15
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From July 2013, Croatia became the 28th EU menméneir legislation in this area is consistent with
the EU laws. According to data collected by ,Doimgsiness” , Croatia stands at 80th place in the
ranking of 185 economies on the ease of startingsiness. To start a business in Croatia it regire
procedures, takes 9 days, costs 7.3% of incomeaquta and requires paid-in minimum capital of
13.4% of income per capita.

Table 2. The ease of starting a business in Cradateriod 2010-2013

Indicator 2010 2011 2012 2013
Rank 72 80
Procedures (number) 7 6 6 6
Time (days) 22 9 9 9
Cost (% of income per capita) 8,4 8,6 8,6 7,3
Paid in Min. Capital (% of income pg¢ 13,4 13,7 13,8 13,4
capita)

Source: Doing business database.

Croatia SMEs sector is characterized by a largpgetmn of SMEs in general, and small firms in
particular and the Croatian SME sector closelyefl that of the EU average, with micro and small
enterprises accounting for nine out of every teterpnises. On average, an SME in Croatia employs 5
workers which is slightly higher than the EU averag 4,2 persons. In terms of sectoral distribytion
39% of the Croatian SMEs are active in service @ecsuch as renting and business services,
transport, tourism or constructions, 32% are actiwetrade and only about 16% work in
manufacturing.

Of observed countries, Serbia is the largest mankitte region. According to data collected by @pin
Business, Serbia stands at 42nd in the rankin@®fetonomies on the ease of starting a business. To
start a business in Serbia it requires 6 procedtakss 12 days, costs 7.7% of income per capia an
requires paid-in minimum capital of 0.0% of incoper capita?

Table 3. The ease of starting a business in Séemlpariod 2010-2013

Indicator 2010 2011 2012 2013
Rank 91 42
Procedures (number) 7 7 7 6
Time (days) 13 13 13 12
Cost (% of income per capita) 7,1 7,9 7,8 7,7
Paid in Min. Capital (% of income p¢ 6,1 6,0 6,0 0,0
capita)

Source: Doing business database.

According to the data provided by the Serbian Netictatistical Office, Serbia’s SMEs sector has a
higher share of small, medium, and large compaties the EU average. The SMEs sector
contributes less to employment and value-addedith#re EU, but it still accounts for more thanfhal

of all workers in the business economy, and halfhef contribution to gross domestic product. On
average, SMEs in Serbia employ 7.3 workers, wtacsignificantly higher than the 4.5 EU average,

®The World Bank and International Finance Corporgtidoing business Croatia: Smarter Regulations for
Small and Medium-Size Enterpris@d/ashington, DC: WBG, 2013.), p.15

*European Commission-Enterprise and IndusS§A Fact Sheet for Croatia.l.,2011.), p.1

' The World Bank and International Finance CorperatDoing business Serbia: Smarter Regulations for
Small and Medium-Size Enterpris€d/ashington, DC: WBG, 2013.), p.15
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suggesting a need to do more to develop Serbi@sdwork conditions for entrepreneurship. SMESs in
Serbia are concentrated in the business serviceorsdollowed by trade, transport, tourism,
construction and manufacturiig

Although the SMEs sector in the observed countieesimproved, especially if we consider the fact
that all three countries were part of socialismimey it is still needs to make more efforts frone th
policy makers to provide all conditions neededrgate a good environment for entrepreneurship.

FOOD INDUSTRY IN BIH, CROATIA AND SERBIA

In this part of paper authors gave a brief outlaighe food industry in Bosnia and Herzegovina,
Croatia and Serbia with special reference to th&3$\Velnalysis of observed countries.

Food sector is very important for the countried\stern Balkan because it significantly contributes
to countries GDP and their exports. Main territofyBosnia and Herzegovina is covered by forest. It
is important to notice that BiH is on th® position in Europe by forest wealth. On the othend BiH

is a strong net-importer of food. Annual importagfricultural and food products is worth over 2.6
billion KM, which is about 16 percent of total imp® into the country. Annual export of agricultural

products is about 410 million KM. The largest shafeimported food are processed agricultural
products, as products with added value, while @ilaevof imported unprocessed primary agricultural
products is lower although the imported quantitynisch more. Imported foods often don’t have the
same quality in BiH as in the developed countrasn if it is the same brand and manufacturer.
SWOT analysis of BiH includes the followitfg

SWOT analysis for BiH

Strengths Weaknesses
- Connection to Bosnian diaspora | - Strong importer of food
- Sufficient quality watter - Fragmented primary production
- Favourable conditions for food- Small size of processing companies
production - Low technology and administrative
- Large companies have quality dificulties
management systems - Political risks
Opportunities Threats
- Domestic market - Strong market dominance of
- CEFTA member foreign brands
- Duty-free access to the EU market Low purchasing power of domestic
for most products consumers
- Harmonization with EU in proces | - High unemployment

In Croatia, food products represents 74% in tatpbets of food and agriculture products. Croatia ha
1,3 million ha of arable land and very long traatitin food industry and very good climate condition
for growing many varieties. Although all this posit facts, at the moment country is facing
challenges in the area of food industry becaussooftries entrance to EU were national companies
will have to operate in conditions of tight competi. At the moment country became EU member,
the membership in CEFTA was over for Croatia whpsaducts were well-positioned on CEFTA
market. The main problem will be export on Croatiamost important market — Bosnia and
Herzegovina. SWOT analysis of Croatia includesfotiewing™:

! European Commission-Enterprise and Indus$§A Fact Sheet for Serhig.l.,2012.), p.1
12 GFA Consulting Grougrood Industry Study in Southeast Europe: Final Regblamburg, 2010), p. 27.
¥GFA Consulting GroupFood Industry Study in Southeast Europe: Final Regblamburg, 2010), p. 20
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SWOT analysis for Croatia:

Strengths Weaknesses
- Food sector is the main sector - Relatively weak agricultur
- Large companies with expansion production
into neighbouring countries - Production costs relatively high
- As a EU member new markets te Dependence on raw mateiral
export their products imports

- Low share of EU markets
- Dependence on CEFTA market

Opportunities Threats
- Rising foregin investments - High unemployment
- High quality of domestic products| - Competition from EU contries
- EU funds for agriculture - Big public debt

- Bigloses of leaving CEFTA

Of observed countries, Serbia is the world’s th@djest producer of raspberries. In 2012 export of
food-agri products was worth 2.090 millions of eufood industry is the most important area of the
manufacturing industry in Serbia. It generates al30%6 of total operating revenues and in the total
exports it accounts for about 15.5%. The situatbrBerbia can be best analyzed through SWOT
analysis that includes the followitig

SWOT analysis for Serbia

Strengths Weaknesses
- Largest size of arable land (5,3 Only few brands are internationally
million ha). recognized,
- Long tradition in food industry. - Fragmented primary production,
- Low labor costs. - Political risks
- EU candidate status in 2011. - Unstable domestic currency (RSD)
Opportunities Threats
- Large domestic market - Natural risks (floods)
- Large regional market - Low purchasing power of domestic
- CEFTA member consumers
- Free Trade Agreement with Russja  High unemployment
- Harmonization with EU in proces

From the SWOT analysis we can conclude that a#ietoountries still have a lot of strengths and
opportunities to use and weaknesses and threbesawver of them and to improve them.

BENCHMARK ANALYSIS OF THE FOOD PRODUCTION SECTOR IN BIH,
CROATIA AND SERBIA

Benchmark analysis of the food production sectoBiid, Croatia and Serbia shows that number of
companies in the food sector in the period 200D112is stagnating in BiH while in Croatia and
Serbia it shows the tendency of growth. In 201Biid there was 949 companies with total of 19,003
employees who generated the total revenue of 2li&tKM.

“bid. p.11
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Table 4. Food sector in BiH, Croatia and Serbia

FOOD SECTOR BIH CROATIA SERBIA
Total revenue in BAM (2011) 2.860.623.294 9.844.893.513 11.066.141.104
Number of FTE employees (2011) 19.003 49.975 76.548
Number of companies (2011) 949 1.799 3.373

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

Compared to Croatia, who has almost twice many emigg with 2,6 times more employees and 3,44
time higher total revenue, BiH is not in a goodipos. But on the other hand if we compare BiH and

Serbia we can see that there are 3,6 times mor@aiaes in Serbia with only 3,5 time higher total

revenue. In the period from 2007 to 2010 the nundfezmployees varies, so in Croatia there was
almost identical number of employees while in Seibdropped by 12.044. We can notice that global
financial crisis didn’t have major impact in Cr@atind BiH like in Serbia. Also in the period ofstsi

in BiH there has been a mild drop in employmentpanted to 1,6 % while at the same period in
Serbia number of employees was 13,6 % less.

Figure 1. Number of FTE employees in Food sect&ili, Croatia and Serbia
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Source:Banchmarking report for 2012: Comparativalgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

Table 5: Total revenue in Food sector in BiH, Ciaand Serbia

FOOD SECTOR

BIH

CROATIA

SERBIA

Total revenue (2007)

2.298.861.151]

8.990.769.910

10.495.776.210

Total revenue (2008)

2.756.304.841

9.898.480.805

11.033.626.958

Total revenue (2009)

2.652.065.41¢

9.582.874.078

10.092.028.463

Total revenue (2010)

2.847.436.644

9.467.520.753

10.071.121.655

Total revenue (2011)

2.860.623.294

9.844.893.513

11.066.141.104

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn

in food, wood and metal sectors compared with #messectors in Croatia and Serbia
Indicators of total revenue in BiH show the tenden€ growth where in period from 2007 to 2011
total revenue of these companies grew by 24,4 %roatia the grow was 9,5 % and in Serbia the
sector saw a decline of total revenue that amountddoercentage points.
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From the table above we can conclude that, compaoiBiH, Croatia has well-developed production
capacities in the food sector because in the samedoCroatia realised 4,3 times higher export.

Figure 2. Total revenue of companies in the foadasen the period 2007-2011
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Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

Benchmark analysis of key performance indicators

Benchmark analysis of key performance indicatorssimters analyses of: Net Profit Margin, Return
on total assets (ROTA), Staff costs as a percerghgales, Current ratio, Total revenue per fuiei
employed employee, Profit before tax per-full tiemaployed employees and Gross gearing.

Net Profit Margin

The analyses of Net Profit Margin indicator conssd@0 companies in BiH, Croatia and Serbia. The
indicator varies in observed countries where tighdét was demonstrated by companies in BiH
(2,93%), in Croatia (0,63) while in Serbia compangidn’t make any profit and their Net Profit
Margin was -0,18%.

Table 6. Net Profit Margin in food sector in BiHydatia and Serbia

Net Profit Margin gg:ﬁgg;gs Minimum % | Mean % | Maximum %
Sector Country
FOOD BiH 90 -16,06 2,93 14,84
SECTOR | Croatia 91 -20,48 0,63 15,97
Serbia 91 -57,02 -0,18 22,79

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn

in food, wood and metal sectors compared with #messectors in Croatia and Serbia




Hadzk, F., Hané, A. 447

Figure 3. Net Profit Margin in the food sector iitB Croatia and Serbia
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Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

To understand better the reasons for these reftulssnhecessary to analyze the taxation system in
observed countries. Net profit margin of compammasufacturing meat and poultry meat products in
BiH is favorable and amounts to 3,34 % so that itansiderably better than the net profit margin of
companies in Croatia (1,15%) and Serbia (1,33%gnicant differences were recorded still in the
companies dealing with the manufacture of dairndpobs where the highest net profit margin in 2011
was realized by the companies from BiH (2,49%),levQiroatian companies had a negative net profit
margin (-7,96%) and those from Serbia had thisceiir as low as -28,36% (this sample includes 21
companies from observed countrfés)n bread and fresh pastry goods and cakes mantifay;
companies from BiH realized the highest net profargin (3.33%) while in Serbia the net profit
margin was 1,15 % and in Croatia it had negativeqd (-0,71%).

Figure 4. Net Profit Margin in manufacture of bredrkesh pastry goods and cakes in BiH, Croatia
and Serbia

B Manufacture of bread, fresh pastry goods and cakes

3,33%

1,15%

BiH roafia Serbia

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

Return on total assets (ROTA)

Return on total assets ratio is considered an atolicof how effectively a company is using its &sse
to generate earnings before contractual obligatinst be paid. Higher percentage of return indgate

®Association of Business Consultants in BB&nchmarking report for 2012: Comparative analyafi$usiness
performance of the companies in BiH in food, wood anetal sectors compared with the same sectors in
Croatia and Serbia(Sarajevo, 2013,), p. 29
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that company assets are better used. ROTA indiatwnsisted by two indicators: the percentage of
sales margin and the turnover of assets which enftes the basic indicator. According to this
companies from BiH, in 2011, didn't lag significgnbehind companies from Croatia and Serbia.
Also it is important to notice that when the indarawas calculated some companies had ROTA with
extreme values so they were excluded from the sampl

Table 7. ROTA in food sector in BiH, Croatia andbse

ROTA (l\ilgrrggzrrlizfs Minimum % | Mean % | Maximum %
Sector Country
FOOD BiH 90 -7,76 5,42 22,41
SECTOR | Croatia 90 -12,18 2,12 18,36
Serbia 90 -23,37 4,06 37,57

Banchmarking report for 2012: Comparativelgsis of business performance of the companigsHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

Source:

Relating the manufacture of dairy products and sheeaking, companies from BiH were better than
companies in Croatia and Serbia. The reasons @euldund in the significantly higher value of asset

owned by the companies in Croatia as a result wétband higher level of technical equipment, high
hygiene and other technical and technological statsd In the sector for the manufacture of bread,
fresh pastry goods and cakes companies from Bil &kso doing better than those from Croatia and

Serbia.

Figure 5. ROTA in manufacture of bread, fresh pagtvods and cakes in BiH, Croatia and Serbia

B Manufacture of bread, fresh pastry goods and cakes
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| E—
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Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

Favorable position of the companies from BiH in tdieserved NACE Codes could be found by the
considerably lower level of technical equipment &vimeans the lower value of assets) and relatively
high profit margin.

Staff costs as a percentage of sales

Staff costs as a percentage of sales is an indiohtbe price of labor. For the observed countties
indicator is almost the identical.
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Table 8. Staff costs as a percentage of salesHin Gioatia and Serbia

STAFF COSTS AS A

gf\:?EEgENTAGE OF ggrr:s:;gs Minimum % | Mean % | Maximum %

Sector Country

FOOD BiH 90 1,80 8,76 22,66

SECTOR Croatia 90 5,44 20,21 54,65
Serbia 90 2,79 11,90 37,93

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

Figure 6. Staff costs as a percentage of salesad sector in BiH, Croatia and Serbia

M FOOD SECTOR

20,21

11,90
8,78

BiH Croatia Serbia

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia

In the individual NACE Code — Manufacture of meatl goultrymeat, the staff cost vs. sale were the
highest in Croatia (11,80%), in Serbia they we88p and the lowest were in BiH (6,49%).

Figure 7: Staff costs as a percentage of salesadyction of meat and poultry meat products in BiH,
Croatia and Serbia

M Manufacture of meat and poultry meat products

11,80%

BiH Croatia Serbia

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

In the NACE Code — Manufacture of dairy productd aheesemaking the costs were the highest in
Croatia 29,47% than in Serbia 10,73 % and the lbimeBiH 7,57%.

In the NACE Code — Manufacture of bread, freshrgagbods and cakes the highest costs were also
in Croatia 37,19%, in Serbia 18,23 % and in BiH85%p. These results can be explained by a high
share of manual work in the production of mainlyafirbakeries.
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Figure 8: Staff costs as a percentage of salegadyrction of dairy products and cheesemaking in
BiH, Croatia and Serbia

B Manufacture of dairy products and cheesemaking

29,47%

BiH Croatia Serbia

Source: Banchmarking report for 2012: Comparatwlysis of business performance of the
companies in BiH in food, wood and metal sectoraared with the same sectors in Croatia and Serbia.
Current ratio
Current ratio is also known as "liquidity ratio"¢cdsh asset ratio" and "cash ratio". Current ratio
measures a company's ability to pay short-terngabbns. The value of this indicator in the obsdrve

countries is most favorable in BiH than in Croatal Serbia.

Table 9: Current ratio in food sector in BiH, Craafand Serbia

CURRENT RATIO gsmgs;gs Minimum % | Mean % | Maximum %

Sector Country

FOOD BiH a0 0,35 1,49 5,96

SECTOR | Croatia 90 0,52 2,14 13,38
Serbia 90 0,38 1,59 511

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

The mean value of this indicator in the companesidg with the manufacture of meat products and
poultrymeat products in BiH IS 0,84, in Croatiadlgd in Serbia 1,07%. It is important to noticatth
the optimum value of this indicator is from 1,82@® what means that companies in this field have
problems with the liquidity.

Total revenue per full-time employed employee

This indicator shows that companies in BiH weranare favorable position than the companies in
Serbia but in worse position than companies in Gao&Vorker in BiH in the food sector realized

13,2% higher revenue than his colleagues in Sexbihin Croatia this indicator was 6,3%. Total

revenue per a full-time employee in the field ofnufacture of meat and poultrymeat products is 46%
higher in Croatia than in BiH and even 3,5 timeghler than total revenue made by an employee in
Serbia. In manufacture of dairy and cheesemakiogpanies from BiH achieved the most favorable
where an employee of a company from BiH generafedi®es higher revenue than the one in Serbia.
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Table 10. Total revenue per FTE employee in footbsén BiH, Croatia and Serbia

Total revenue per Number of Minimum Mean Maximum
FTE employee Companies KM KM KM
Sector Country P
FOOD BiH 90 44,613 204.662 657.564
SECTOR | Croatia 90 83.501 272.208 734.023
Serbia 90 18.456 112.018 311.363

Source: Banchmarking report for 2012: Comparativalgsis of business performance of the compani8sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

Figure 9. Total revenue per FTE employee in foadasen BiH, Croatia and Serbia

272.208 KM

204.662 KM

112.208 KM

BiH Croatia Serbia

M FOOD SECTOR

Source: Banchmarking report for 2012: Comparativalgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

Profit before tax per full-time employed employees

This indicator shows that companies from BiH hadtbesults were profit before tax per FTE
employee were 7.056 KM, in Croatia it was 3.159 Kad in Serbia it was 2.794 KM. In the
manufacture of meat and poultrymeat products iraftacamounted to 7.202 KM and is almost four
times higher than the profit made by workers in gane field in Serbia, 1.857 KM. For BiH
employees in this field the level of profit befor@x was 5.740 KM. Companies in the field of
manufacture of dairy and cheesemaking in BiH wepeensuccessful than those in Croatia and Serbia.
Companies from BiH generated 7.807 KM profit beftar per a FTE employee while in Croatia it
was 709 KM and 1.291 KM in Serbia.

Figure 10. Profit before tax per FTE employee iod®ector in BiH, Croatia and Serbia

7.056 KM

3.259KM 2.704 KM

BiH Croatia Serbia

M FOOD SECTOR

Source: Banchmarking report for 2012: Comparativalgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.
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Gross gearing

Gross gearing is one of the most relevant indisatorcorporate finance. Gearing is a measure of
financial leverage, demonstrating the degree takvhi firm's activities are funded by owner's funds
versus creditor's funds. In EU if this indicatoce&ds the standard value (for the food sector i®BEU
l.e. 50% ) the company will face long-term problevhich can lead to its bankruptcy and even
liquidation.

Table 11. Gross gearing in food sector in BiH, Graand Serbia

GROSS GEARING gsmgz;gs Minimum % | Mean % | Maximum %

Sector Country

FOOD BiH 84 0,01 1,17 7,04

SECTOR | Croatia 90 0,00 1,26 10,42
Serbia 80 0,01 0,89 4,64

Source: Banchmarking report for 2012: Comparativelgsis of business performance of the compani&sHn
in food, wood and metal sectors compared with #messectors in Croatia and Serbia.

This indicator shows that companies from Serbiaevibe least indebted while companies from BiH
and Croatia were over-indebted given the theiraetiye debts were 1,26 and 1,17 times higher than
their capital.

CONCLUSION

SMEs sector is the key of country’s developmentBilH, Croatia and Serbia, SMEs sector is still in
progress. In this paper, authors gave a comparatie¢ysis of business performance of SMEs in the
food sector in BiH, Croatia and Serbia. All thresictries have a long tradition in food production a
although there where cyclical instability, stagoatior slowed-down growth, this paper shows that
food sector in observed countries is very imporfanttheir economy. The results of comparative
analysis of business performance of SMEs in thel feector in BiH, Croatia and Serbia (where
identical financial indicators were used) can bscdbed in the following:

» In the period from 2007 to 2011number of compaiiethe food sector in BiH is stagnating
(949 companies) while in Croatia (1.799 compan#&®) Serbia (3.373 companies) it shows
the tendency of growth.

e In the period from 2007 to 2011 the number of emypds varies, so in Croatia there was
almost identical number of employees while in Serbidropped by 12.044. Analysis show
that global financial crisis didn’'t have major ingbén Croatia and BiH like in Serbia where in
the period of crisis in BiH there has been a mildpdin employment, amounted to 1,6 %
while at the same period in Serbia number of enmge#eywas 13,6 % less.

» Indicators of total revenue in BiH show the tendeatgrowth where in period from 2007 to
2011 total revenue of these companies grew by @4 i Croatia the grow was 9,5 % and in
Serbia the sector saw a decline of total revenatkeaimounted to 4 percentage points.

+ The Net Profit Margin indicator varies in observeduntries where the highest was
demonstrated by companies in BiH (2,93%), in Ceo@d,63 %) while in Serbia companies
didn’t make any profit and their Net Profit Margiras -0,18%.

» Return on total assets (ROTA) indicator shdiet companies from BiH, in 2011, didn’t lag
significantly behind companies from Croatia andbt&er

» Staff costs as a percentage of sales indicatdémigsi identical for the observed countries.

» Current ratio indicatois most favorable in BiH than in Croatia and Serbia

» Total revenue per full-time employed employee iathe shows that companies in BiH were
in more favorable position than the companies irbi&ebut in worse position than companies
in Croatia.
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» Profit before tax per-full time employed employésdicator shows that companies from BiH
had best results were profit before tax per FTElepge were 7.056 KM, in Croatia it was
3.159 KM and in Serbia it was 2.794 KM.

e Gross gearing indicator shows that companies frarbi& were the least indebted while
companies from BiH and Croatia were over-indebtaergthe their respective debts were
1,26 and 1,17 times higher than their capital.

ood sector can be a good development potentidiegnetonomy of all three observed countries so
countries government must make conditions in whicidl industry can prosper.
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