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Abstract
The participation and importance of small and medium enterprises (SMEs) and Micro enter-
prises (MEs) in developing countries is at a high level. The aim of this study is to explore
correlation between MEs profile and profile of MEs owner-managers with the level of perfor-
mance measurement implementation, which performance indicators are most important for
MEs in Serbia and Bosnia and Herzegovina and which factors influence on performance mea-
surement implementation. In these economies the performance indicators are not monitored
systematically but it is the process that depends only on current assessment what to measure, a
great majority of performance indicators are based on individual case – used only in one MEs,
most frequently are used financial indicators, innovation and learning measurement indicators
are neglected, on average five indicators are used and there are significant influence of pro-
files of MEs and their owners-managers on performance measurement. Based on these results
among others, the paper contributes to the understanding of the level of implementation of
performance measurement indicators and gives the roadmap for improvement.

Keywords: Performance measurement, Balanced Scorecard (BSC), Transitional country,
SMEs, MEs, CEE countries,

Introduction
SMEs are the engine of the European economy and they drive job creation and
economic growth, and ensure social stability (EC Commission, 2015). SMEs are
defined as businesses which employ less than 250 staff and have an annual
turnover of less than €50 million and / or their balance sheet total is less than
€43 million (EC Commission, 2014). Micro enterprises (ME) are defined by the
same source as the companies with employ less than 10 staff, annual turnover of
less than or equal to €2 million and / or their balance sheet total is less than €2
million.

In the years 2010 and 2011, according to the report on implementation of the
European Commission (2012), it is stated there were up to 20.8 million of SME
in the EU, 19.2 million of which were micro-firms with less than 10 employees.
Despite the slight decrease in the number of SMEs, European Commission
(2012) has concluded that in the years 2010 and 2011 “SMEs with their turnover
have retained their position of "spine" of the European economy".
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Classification of enterprises under the ME category is done using local legisla-
tion. In Republic of Serbia SME sector includes micro, small, and medium-sized
enterprises (SMEs) and sole traders (NARD, 2013). According to the Law on
accounting and auditing (2013) ME in Republic of Serbia are defined as com-
panies with employ less than 10 staff, annual turnover up to €0.7 million and/or
average value of assets 350.000€. In comparison to the EU, in Republic of Ser-
bia, percentage of SME in the total number of enterprises is slightly larger and
according to the figures from National Agency for Regional Development of the
Republic of Serbia (NARD, 2014), in the year 2013 quantified 99.8% of the to-
tal number of enterprises (315.906), from which 96.35% were MEs. In the entity
of Bosnia and Herzegovina, the Republic of Srpska, during the same reporting
period, SME and craft shops accounted for 99.6% of the total number of firms
(38.324), from which 94.23% were MEs (RARS, 2015).

According to the data from the official Competitive and innovation small and
medium enterprises development strategy for the period of 2008-2013 (2008)
entrepreneurs in the Republic of Serbia are aware of the lack of essential knowl-
edge and skills; however they do not adequately use opportunities for additional
training. Technical and technological lag and lack of competitiveness of Serbian
economy are still defined as key limiting factors for more efficient involvement
in international trends (NARD, 2012).

According to SMEs participation in economy, business development and en-
trepreneurship of SMEs is a key driver of national economy competitiveness in
world market. This is of more great importance for developing transitional coun-
tries from state to market economy since they have newly established system of
entrepreneurship and they have to compete with developed economies in open
trade market. One of the most important elements of success in management in
SMEs in transitional countries is performance management (Jankulovic and
Skoric, 2013). Therefore the investigation of performance measurement imple-
mentation in SMEs, and especially in MEs in transitional countries is of great
importance.

The aim of this study is to explore correlation between MEs profile and profile
of MEs owner-managers with the level of performance measurement implemen-
tation and on that basis to research the performance indicators from Balanced
Scorecard (BSC) that are implemented in a transitional countries like Serbia and
Bosnia and Herzegovina. The study contributes to the understanding of the level
of implementation of performance measurement indicators and gives the
roadmap for improvement according to found gaps in performance implementa-
tion. This study proposed to examine the relationship between the performances
of MEs in transitional countries with the factors that influence it.

This paper is organized as follows. A review of the literature presents the analy-
sis of implementation of performance indicators in SMEs especially distinction
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between non-financial and financial measures. The research methods section
outlines how the research topic emerged and describes the research approach
taken. This is followed by a section outlining results from analysed MEs in tran-
sitional countries like Serbia and Bosnia and Herzegovina. Finally conclusions
are made from literature and research data integrating different variables and the
results obtained are discussed.

Literature review
Existence of SME and entrepreneurs are the corner stone of the economic devel-
opment of transitional countries. Entrepreneur and therefore SMEs at their be-
ginning are at the forefront of the transitional economy and the entrepreneur can
be identified as a catalyst for change and progress (Tanas and Audretsch, 2011).
Entrepreneurs serve as catalysts for economic advancements as they promote
new ideas and new market structure (Minniti, 1999). It appears that the funda-
mental aspect of any economy is how to promote entrepreneurial activity. As ar-
gued by Schumpeter (1934/1963), the key to the success of market lies in the
spirit of entrepreneurs who persist with their idea and vision. It may therefore be
stated that entrepreneurial operation and ultimate success plays a fundamental
role (Kirzner, 1997) in the creation of healthy and well-functioning change to
market economy.

On the other hand performance measurement is of great importance for success-
ful entrepreneurship. Performance management can be defined as the process of
quantifying action, with measurement as a process of quantification and action
leads to performance (Neely et al., 1995). Since the mid-1980 s, increasing at-
tention has been given to the study of performance measurement systems
(PMS).Very little empirical and theoretical research has been carried out in PMS
in SMEs. The countries where a number of research has been carried out are
Australia, Finland, the UK and Denmark (Garengo et al., 2005). Garengo et al.
(2005) indicate that performance measurement system can play a key role in
supporting managerial growth especially in SMEs. However, Hvolby and
Thorstensen (2000) suggest that only the most critical performance indicators
should be selected and utilised because SMEs have severely constrained re-
sources. Competitiveness cannot be achieved without managing performance
and at the same time developing the skills and competence of employees. Perfor-
mance management potentially makes the most significant contribution to indi-
vidual and organizational learning and helps to raise organizational efficiency
and promote growth (Adhikari, 2010).

Empirical research on performance measurement in SMEs is still rather rare and
research needs on this subject have been identified on a recurring basis (Garengo
et. al., 2005) and especially in transitional countries (Jankulovic and Skoric,
2013; Sevic, 2005). In case of Serbia, Jankulovic and Skoric (2010) find that
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SMEs show lower levels of interest in collection performance measures and ana-
lysis. The main barriers and obstacles in PMS implementation are employees on
the lower level and relationships between owner/management and employees.

It is important to distinguish an objective from performance perspective. The ob-
jective is the raison and the cause of action and acting of the company and on
the other hand performance criteria show how results are obtained, how objec-
tives have been achieved or how objectives can be achieved (Kaplan and Nor-
ton, 1992).

According to literature analysis there are a great number of different models for
performance measurement (Raymond et al., 2013; EFQM, 2003; Kaplan and
Norton, 1996). Engle et al. (2008), presented the importance of global standard-
ization and local customization in global performance management. Therefore
diversity of various approaches and experiences of PMS systems within differ-
ent cultural and economic heritages is valuable factor.

Financial and non-financial measures
One of the important factors in performance management is the financial and
nonfinancial nature of measures. The suggestion of Hayes et al. (2005) that the
opportunities for creating value in organisations are shifting from managing and
measuring tangible assets to managing and measuring knowledge based strate-
gies that develop an organisation’s intangible assets is of great importance.

Kaplan (1980) in his paper in mid-1980 s, stated that corporation have high
awareness that the assumptions underlying many traditional financial measures
of performance are inadequate in that period’s operating environment, and that
financial measures of performance alone can-not guide an organisation to mar-
ket dominance.

Performance measures that are focused on financial metrics are used for a long
period of time to provide operational control and external financial reporting in
private sector organisations (Kuwaiti, 2004). New market development and
globalisation force companies, especially in developing countries, need to con-
sider their performance in terms of quality of service, flexibility, customization,
innovation and rapid response (Neely, 2005). Findings of Thaker (2011) prove
evidence of the evolution of Business Performance Management to overcome
the inadequacies of reliance on accounting based performance measurement to a
strategic management system and more recently management learning.

Although financial performance has often been presumed to be the only form of
performance sought by small business managers, (Wiklund et. al., 2003) find-
ings suggest that noneconomic concerns may be more important than financial
outcome. A financial aspect of measures is not enough and complete for analysis
of the firm’s capacity to respond to the expectancies of its stakeholders and does
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not allow the identification of successful SMEs (Raymond et. al., 2013). This
narrow conception of performance has long dominated, in the entrepreneurship
literature and has influenced the governments, public agencies and other stake-
holders seeking to support and assist small businesses (Blackman, 2001).

The dimensions of performance initially operationalized in the empirical litera-
ture were mainly financial (profitability, liquidity and financial health), then
more balanced with an operational perspective (costs, responsiveness, quality,
productivity and flexibility) (Marchand and Raymond, 2008).

Study of Gerschewski and Xiao (2014) indicates that financial performance
measures are generally viewed as more important than operational indicators.
Lau (2011) confirm that nonfinancial measures significantly influence manageri-
al performance through role clarity. They also pointed that manufacturing firms
generally place more importance on financial performance than service firms. In
our study we confirm the influence of financial and non-financial measures and
differences of implementation in production and service MEs.

Owner/manager and ME profile influence on performance measures
The importance of the manager, who is often the owner, is of great importance
for understanding and attempting to explain small business performance (Bruyat
and Julien, 2000). According to Steyaert and Katz, 2004), small business perfor-
mance may be viewed as socially constructed, that is as socially constructed,
that is having social outcomes, that are as important as economic outcomes.

In SME strategic planning of performance measurement does not exist, perfor-
mance measurement is rather unstructured, reactive and spontaneous, and regu-
lar measurement of performance aspects other than financial is rarely practised
(Barnes et al. 1998). On the other hand the prescribed approaches, developed for
large enterprises, are not adapted in practise to the specificities of SME. There-
fore further knowledge is needed on performance measurement models that
would be appropriate for SMEs and their implementation in different businesses
and countries (Garengo et. al., 2005).

Ahmad and Zabri (2016) in their study reveals that there are significant relation-
ships between size of the firm, involvement of owner/manager and modern tech-
nology and use of non-financial performance measures. Van der Stede et al.
(2006) argued that regardless of strategy, organizations with more extensive
PMS especially those that included non-financial measures have better overall
performance. The role of managers has been analysed in many studies (Tung et
al. 2011; Kennerly and Neely, 2002). Also one of the main drivers that were in-
vestigated in literature is the size of the firm (Ahmad and Zabri, 2016). This
study reveals that top management commitment and leadership are key factors
for PMS. In our study we investigate all of these factors and confirm some of
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them but also the facts that are not mentioned in literature like the particular in-
fluence of education and age of owner-managers as well as influence of export
on foreign markets and foreign partnership in enterprises.

According to analysis of Lithuanian SMEs (Venckeviciute and Subaciene,
2015), more than a half companies measures performance monthly or quarterly,
22% respondents measure performance every half year and only 10% measure
performance less than twice a year. Burney and Widener (2007) argue that the
lack of systematic empirical evidence on the relationships between performance
measurement systems and individual behaviours constitutes a black box and an
important gap in the literature that need research attention. Also in our research
we confirm these findings.

Meyer (2002) suggests that while financial measures may be relevant to man-
agers at strategic business level, they are inappropriate for the evaluation of
managers at below business unit level. Also Abdel-Maksoud et. al. (2005) found
that at shop-floor level, much of the performance measurement is nonfinancial.
Performance evaluations are important to employees because it is usually tied
with remuneration packages.

According to all these previously mentioned, the influence of structure of MEs
and owners-managers of MEs are of great importance for business success and
they have direct influence on performance measurement. Therefore in our study
we reveal these questions for MEs in transitional countries like Serbia and
Bosnia and Herzegovina.

Balanced scorecard and performance measures
Performance measurement frameworks have been proposed by a number of re-
searchers, each of these frameworks adopting a specific management perspec-
tive. One of the most recognized frameworks, who firstly included non-financial
measures, a strategy-based perspective was adopted by Kaplan and Norton
(1992, 1996) to develop their Balanced Scorecard (BSC) framework (BSC),
whereas a stakeholder-based perspective was adopted by Neely et. al. (2002) to
develop their Performance Prism framework.

According to the literature data, recent scientific articles show increased popu-
larity and usage of BSC. According to CIMA’s survey (CIMA, 2009), the BSC
is the most popular tool and considered as the one most likely to be adopted
soon. BSC was found to be the fifth most widely used management tool across
the globe which also had one of the highest overall satisfaction ratings according
to a multi-year research project launched since 1993 by consulting firm Bain &
Company, which was implemented and evaluated also in May 2013 (Rigby and
Bilodeau, 2013). Giannopoulos et al. (2013) point out that BSC is a performance
measurement and strategic management system which appears suitable for use
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by all types and sizes of business which is realised through 4 generations
(Kadarova et al., 2014). Survey realized by 2GC Active Management (2013),
show that almost 75% of those who implemented BSs said that it was very or
extremely useful. The BSC is performance management system where object of
measurement are divided into four groups of factors: Customer perspective, In-
ternal business perspective, Innovation and learning perspective and Financial
perspective. Kaplan and Norton (1992), authors of this concept, define that BSC
balance both the financial and non-financial measures that a company uses. Con-
sidering the importance of BSC for success in business, our study reveals usage
of different groups of performance indicators in MEs in transitional countries.

One of the most important factors, mentioned also in BSC, according to litera-
ture analysis, in performance management implementation is knowledge transfer
– innovation and learning. Knowledge appears to be widely emphasized as a
critical resource for an organizational success, and knowledge transfer in sup-
porting knowledge management initiatives is acknowledged (Albino et al.,
1999). Argote and Ingram (2000) defined knowledge transfer as the process
through which knowledge is acquired in one situation and applied to another.
Same authors argued an organization that promotes the transfer of knowledge
among its members is more productive and more likely to survive than an orga-
nization that does not. Finally, same other authors point out that individuals that
implement knowledge transfer are of a great importance and they are one of the
prime motivators for successful implementation of performance measurement
systems. Also it is found that effective allocation of resources for the develop-
ment and growth of early stage ventures is a continuous challenge for their equi-
ty stakeholders and that the intellectual capital is a critical resource for en-
trepreneurial performance driven by new knowledge development and techno-
logical innovation (Ng et al., 2014). Therefore in our study we give special at-
tention to the question of Innovation and learning and investigate the participa-
tion and influence of this question in MEs in transitional countries. Also it is im-
portant for performance measurement implementation that SME that have im-
plemented an integrated management system are using a greater extent of perfor-
mance indicators related to customer satisfaction than those which do not have
an integrated management system (Olaru et al., 2014).

According to literature analysis, in our study we identified a significant gap in
research of implementation performance indicators, influence of MEs profile
and owners/managers on performance measures especially in transitional coun-
tries. Analysis of literature also reveals the need for further research considering
most used performance indicators, and gives suggestions for further improve-
ments in business sector in analysed countries and wider in transitional coun-
tries. This study endeavours to close this gap and add to existing knowledge
about the usage of exact performance measures and the influence of enterprise
structure and owner/manager profile. The benefit of this study and relevance is
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in uncovering influential factors in the field of performance measurement in
MEs in transitional countries and the place for further improvement of doing
business.

Research methodology
This research was conducted as a descriptive study. For the purposes of this re-
search process, the research methodology defined by Forza (2002) was used,
adapted and suggested for various types of survey in Operations management
(OM). Performance measurement is on the other side one of the main issues in
the field of efficiency of enterprises and therefore in the field of OM. It repre-
sents a system of research which is composed of six steps: Definition of the the-
oretical basis, Research design, Pilot testing, Data collection, Analysis of data
and Generating reports. Based on the defined aim of the study, research process
was organized into further direction according to the following hypothesis:

H1. Performance measurement in ME depends on profile of MEs

H2. Performance measurement in ME depends on profile of MEs owner-man-
ager

H3. Performance indicators that are measured in MEs are measured ad hock
and not in regular and previously defined period of time

H4. A great majority of performance indicators are based on individual case
– used only in one MEs

H5. Most of the performance indicators belong to financial perspective group
of BSC and smallest number of indicators belongs to innovation and
learning perspective.

Research design: For the purpose of achieving previously mentioned objectives,
research process was organised in order to identify the number and type of per-
formance indicators which are used by owner-managers in ME in the process of
performance measurement, to investigate the existence of statistical correlation
and the intensity of eventual relationship as well as to suggest further directions
of knowledge transfer in performance measurement towards MEs.

Research has been conducted in the two cities of Republic of Serbia (Belgrade,
Kragujevac) and in one city (Banja Luka) in Republic of Bosnia and Herzegov-
ina. The process of data collection was executed by surveying the ME owners
who are in the same time registered as general managers, while the analysis was
realized by using standard statistical tools and SPSS software.

The following factors were used to investigate the correlation between MEs pro-
file and performance measurement: Company age, Type of business activity
(production or service based), Percentage of foreign ownership in ME and Type
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of market in which ME operates (domestic or export), Possession of one or more
of defined quality management standards (ISO 9001, ISO 14001, ISO 18001,
ISO 22001, ISO 27001, HACCP, HALAL.) Correlation between the MEs own-
er-manager profile and performance measurement was investigated using the
following factors: Gender, Working experience and Level of education.

Correlation between both profiles, and performance measurement has been done
through three criteria:

1. C1: The total number of performance indicators monitored in MEs,

2. C2: The minimum number of performance indicators monitored in MEs re-
gardless BSC category,

3. C3: The minimum number of performance indicators per BSC groups of fac-
tors monitored in MEs

In order to find minimum number of performance indicators monitored in MEs
regardless BSC category the following rules were defined:
n X > = 4 : If the total number of performance indicators is greater or equal to

4, then it is considered that the MEs owner-managers monitor the perfor-
mance

n X < 4: If the total number of performance indicators is less than 4, then it is
considered that the MEs owner-managers do not monitor the performance to
a sufficient level.

In order to find the minimum number of performance indicators per BSC cate-
gory and answer on discrepancy between application of financial and non-finan-
cial performance indicators the following rules were defined:
n Xi > = 1, ΣXi >=4, i = 1,2,3,4 – MEs owner-managers monitor performance

for each group of factor within the BSC model.
n Xi < 1, ΣXi < 4, i = 1,2,3,4 – MEs owner-managers do not monitor the per-

formance for each group of factor within the BSC model (monitor just one
parameter within one BSC group of factors).

The answer on most frequently used performance indicators in total and per
BSC category was researched using frequency of the performance indicator im-
plementation and the period when the performance indicator is used (ad hoc,
daily, weekly, monthly, quarterly and annual).

The target sample of this study represents the citizens of the Republic of Serbia
employed in MEs registered according to the Law on Registering Business Sub-
ject (2009) and citizens of the Republic of Bosnia and Herzegovina registered
according to the Law on Registering Business Subjects in Republic of Srpska.
(2009). The observed discrepancies in the involvement of MEs in the regions in-
fluenced the fact that the research was carried out in the leading regions, Bel-
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grade, and Banja Luka. Some of the differences between the towns in Republic
of Serbia and Republic of Bosnia and Herzegovina might be based on different
institutional settings, legislations and business environment. Strategic invest-
ments undertaken in the economy of the region of Sumadija have affected the
study to include a third area, the area of the city of Kragujevac. In the interest of
equal consideration of the situation in these regions, it is defined that in each of
the study areas, a minimum of 30 relevant interviews should be done.

Pilot testing. Pilot testing was carried out in two ME in Belgrade after which
was decided to include the possession of quality standards as one of the criteria.
The procedures of the administration and research management, management ir-
relevant data and data cleansing procedures, and procedures for evaluating mea-
surement quality research were created.

Data collection. Research and data collection was carried out in the form of an
interview on the pre-determined questions. Collection of data was held in 2015.
The questionnaire was composed of twelve questions (eight structured and four
semi-structured) within four categories of issues: the profile of ME, the profile
of MEs owner-manager, the performance measurement in MEs, and the quality
management system in MEs. The process of data collection was executed by in-
terviewing the owner-managers. During the research process, 96 questionnaires
are collected. In order to obtain reliable data interviews and to control the quali-
ty of the results, interviews were scheduled in accordance with the availability
of the respondents. This action created an atmosphere in which respondents
made detailed answers on all questions. Data collection process lasted four
months. Data cleaning was conducted using predefined procedures for the man-
agement of irrelevant data and data cleaning.

Data analysis and generating report. Analysis of treated data was carried out us-
ing the SPSS software version 1.6. Considering that the aim was to determine
the association and dependencies between performance indicators, data analysis
was carried out by chi-square test, Cramer’s V test, Kolmogorov-Smirnov test,
Man-Whitney U test and Kruskal Wallis test. Reports are presented in chapter 4
and 5 in this paper.

Results
Through the realization of the process of data collection, entering, processing
and data analysis 90 out of 96 relevant questionnaires were obtained, 30 ques-
tionnaires per each region being investigated. Based on these answers, results
are presented in accordance with defined directions of the research.

4.

156 Aleksandar Jankulović, Vladimir Skorić

https://doi.org/10.5771/0949-6181-2018-1-147 - Generiert durch IP 216.73.216.57, am 04.03.2026, 21:12:18. © Urheberrechtlich geschützter Inhalt. Ohne gesonderte
Erlaubnis ist jede urheberrechtliche Nutzung untersagt, insbesondere die Nutzung des Inhalts im Zusammenhang mit, für oder in KI-Systemen, KI-Modellen oder Generativen Sprachmodellen.

https://doi.org/10.5771/0949-6181-2018-1-147


MEs profile
The largest number of responses within this research was obtained from MEs
that are older than five years. The percentage of newly-founded enterprises was
16%. From the type of activity of MEs perspective, in this research, enterprises
that are dealing with service activities were prevailing (71%). MEs that operate
on the domestic market only or in the majority of cases make 92% of the total
number of enterprises that were examined, while only 8% of enterprises put its
products or services on the foreign market. Realised percentage ratio between so
called ‘’mature” enterprises and “newly-founded” enterprises contribute to the
relevancy of conclusions at regional level.

Figure 1. Profile of MEs presented by criteria enterprise age, type of activity, participa-
tion on domestic and foreign markets

MEs owner-manager profile
Out of the total number of business entities and shops only 26% are women en-
trepreneurs (SECONS, 2011). In this research, one in three respondents was fe-
male, which is consistent with the current percentage share of women en-
trepreneurship.

In the survey mostly participated respondents with higher academic education
(52%), respondents with higher vocational education (17%) and respondents
with secondary education (31%). Within the research no cases were found that
MEs owner-manager finished elementary school only. The results show that the
vast majority of the MEs owner-managers have significant work experience; ac-
tually 69% of respondents have more than 10 years of work experience. In addi-
tion, research results show that there is a significant percentage of MEs owner-
managers that have less than 5 years of work experience (15%).
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Figure 2. Profile of MEs owner-manager presented by criteria gender, level of education
and working experience

Performance indicators in MEs
In total, during the research process 231 different performance indicators was
found. Majority belongs to the financial perspective (46%) of BSC, 30% to the
category internal business perspective, 17% to customer perspective and only
7% to innovation and learning perspective. These results confirmed hypothesis
H5 that most of the performance indicators belong to financial perspective group
of BSC and smallest number of indicators belongs to innovation and learning
perspective. Also, a great majority (77,5%) were performance indicators based
on individual case and used only in one MEs which confirmed hypothesis H4.

Most frequently used performance indicators by MEs owner-managers are: in-
come, total expenses, gross profit, total costs of employee’s salaries, customer
satisfaction, number of customers/clients, realised production capacities, distri-
bution efficiency, percentage of waste and actual results vs planned results of
training processes. In Table 1 are presented five most common performance in-
dicators in all 4 BSC groups of factors that are found in researched enterprises.

4.3
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According to gained results from research, vast majority of performance indica-
tors that are measured are measured ad hock and not in regular and previously
defined period of time which confirmed hypothesis H3. Only in category Inno-
vation and learning there are some evidence of regular measurement annually.

Figure 3. Period of performance measurement of performance indicators per 4 BSC
groups of factors

Correlation between MEs profile and performance measurement
Research of correlation between MEs profile and performance measurement ac-
cording to three defined criteria in research methodology, statistically relevant
correlation was determined in seven cases presented in table 2.

4.4
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Total number of performance indicators (H1.C1):
According to the criterion of the total number of performance indicators to be
monitored by the owner-managers in the MEs statistically significant correlation
was determined based on the type of MEs activity. On the basis of the value of
statistical indicators of the size of influence r = 0.241, it is shown that the con-
nection is a medium strength. Owners-managers predominantly productive MEs
track of multiple performance indicators in relation to the owners mainly service
based MEs. On the other hand, owner-managers of MEs operating one part
abroad are following the larger number of performance indicators than in MEs
which operate mostly or solely on the domestic market.

The minimum number of performance indicators regardless BSC category
(H1.C2):
A statistically significant correlation between the profile of MEs and the mini-
mum number of performance indicators that are tracked by their owner-man-
agers was found in the age criteria of the enterprise and the type of market in
which MEs operates. In the case of the criterion of enterprise age, based on sta-
tistical indicators Kramer V which is 0.291 and coefficient of contingency of
0.279, it was concluded that the connection is a medium strength. In the case of
the criterion type of market in which MEs operates, based on indicators Kramer
V, which amounts to 0.342 and contingency coefficient of 0.324 it was conclud-
ed that the connection is a medium strength. If enterprise is older it does not
mean that it tracks more performance indicators, but the research reveals that the
older enterprise follow a minimum of four performance indicators regardless of
the categories defined by the model of the BSC. In addition, owner-managers
whose MEs operating any percentage on the international market in a big proba-
bility track a minimum of four performance indicators.

The minimum number of performance indicators per BSC category (H1.C3):
A statistically significant correlation between the MEs profile and the criteria
that owner-manager of that MEs uses at least one performance indicator per
BSC group of factors was found within the criteria: Type of activity, Percentage
of foreign capital in ME and Type of the market in which MEs operates. In case
of type of activity, based on the values of statistical indicators fi coefficient
(-0.242) and contingency coefficient (0.235) it was concluded that the connec-
tion was a low strength. In case of the percentage of foreign capital in MEs,
based on the results of Kramer V (0.322) and contingency coefficient (0.307) it
was concluded that the connection was a medium strength. A connection of a
high strength was found in case of the market in which MEs operates, according
to the results of the Kramer V (0.611) and contingency coefficient (0.521).
Mostly production based MEs track their performance in slightly higher percent-
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age than mostly service based MEs. MEs owner-managers in which percentage
of foreign capital leads to 50% measure in significantly higher percentage at
least one performance indicator than the owner-managers in other MEs. In addi-
tion, owner-managers whose MEs operating any percentage on the international
market in a big probability track a minimum one parameter per BSC group of
factors.

According to previously stated results, hypothesis H1 is confirmed thatperfor-
mance measurement in MEs depends on profile of MEs.

Correlation between profile of MEs owner-managers and performance
measurement

Research of correlation between profile of MEs owner-managers and perfor-
mance measurement according to research questions and criteria defined in re-
search methodology, statistically relevant correlation was determined in one case
presented in table 3.

Table 3. Statistically important correlations between profile of MEs owner/top management
and performance indicators.

MEs owner profile/ Scenario Gender Work experience Level of education

Scenario 1: Total number of indicators
Z= -0.942;
p=0.346>0.05

Hi2=1.544;

df=3;

p=0.672>0.05

Hi2=8.277;

df=4;

p=0.082>0.05

   

Scenario 2:

The minimum number of indicators
(min 4 regardless BSC groups of fac-
tors)

Hi2=0.662;

df=1;

p=0.416>0.05

Hi2=2.433;

df=3;

p=0.487>0.05

Hi2=12.496;

df=4;

p=0.014≤0.05

  √

Scenario 3:

The minimum number of indicators
per BSC groups of factors (min 1 per
BSC groups of factors)

Hi2=0.065;

df=1;

p=0.799>0.05

Hi2=0.976;

df=3;

p=0.807>0.05

Hi2=6.336;

df=4;

p=0.175>0.05

   

The statistical correlation between the profile of the MEs owner-managers and
performance measurement is found only in one case. In the case of educational
level on the basis of indicators Kramer V, which is 0.373 and contingency coef-
ficient 0.349, it was concluded that the connection is a medium strength. MEs
owner-managers who have acquired higher education are following a minimum
of one performance indicator regardless of BSC group of factors, while the own-
ers-managers MEs with lower levels of education do not. According to these re-
sults hypothesis H2: Performance measurement in ME depends on profile of
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MEs owner-manager is partially confirmed only in the case of educational level
of owner-manager.

Correlation between defined profiles and performance indicators
In addition, the research included the analysis of statistics between the two re-
searched profiles (profile of MEs and profile of MEs owner-managers) and the
most commonly used performance indicators which is given in Table 1. A total
of eight statistically significant relationships at five different performance indi-
cators in the survey was conducted (table 4).

Table 4. Statistically important correlations between profile of MEs owner/top management
and performance indicators

МЕS profile/
Performance

indicators

МЕs profile MEs owner profile

Age of
ME

Type
of ac-
tivity

Percentage
of foreign
capital in

ME

Type of
the mar-

ket in
which ME
operates

Quality
stan-
dards
exis-
tance

Gen-
der

Work ex-
perience

Level of
educa-

tion

Gross Income        √

Total expenses    √  √   

Number of cus-
tomers/clients

   √     

Number of
new customers

      √  

Utilization of
capacities  √  √ √    

Statistically significant correlation was found between the indicator gross in-
come and the criterion level of education. Based on the results of Kramer V
(0.358) and coefficient of contingency (0.337) it could be concluded that the
connection is a medium strength. MEs owner-managers with higher-education
track their gross income significantly more than the MEs owners with lower lev-
el education.

Connection of a medium strength was found in relation between the indicator to-
tal expenses and the criterion type of the market in which MEs operates (Kramer
V=0.349, contingency coefficient 0.330) and gender of MEs owner-manager (fi
coefficient -0.321, contingency coefficient 0.305). Owner-managers whose MEs
operating any percentage on the international market track their total expenses
far more than other. In addition, men owner-managers are more focused on mea-
suring total expenses than female owner-managers.

A medium strength correlation (Kramer V 0.367, contingency coefficient 0.344)
between the indicator number of customers/clients and the criterion type of the
market in which MEs operates was found. This parameter is followed signifi-
cantly more by the owner-managers in export oriented MEs.
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Statistically significant connection of high strength (Kramer V 0.443, contingen-
cy coefficient 0.405) between the parameter number of new customers/clients
and the criterion working experience was found. The number of new customers/
clients is tracked by the owner-managers who have less than two years of work-
ing experience in a highest percentage and then by the owners-manages who
have more than 10 years of professional. The lowest percentage of owner-man-
agers who use this indicator to measure the category Customer satisfaction was
found in the group who have between 2 and 10 years of working experience.

Statistically signification correlations of a medium strength between the indica-
tor percentage of used capacities and the criteria type of activity (fi coefficient
-0.370, contingency coefficient 0.347), type of the market in which MEs oper-
ates (Kramer V 0.417, contingency coefficient 0.385), possession of quality
standard (Kramer V 0.338, contingency coefficient 0.320) were found. Logical-
ly, the owner-managers of mostly production based MEs track this indicator far
more than those in mostly service based MEs. Owner-managers whose MEs op-
erating any percentage on the international market in a big probability use this
parameter to measure the performance of Internal processes. Finally, percentage
of used capacities is tracked significantly more by the owner-managers in MEs
which possess one of the defined quality standards than in MEs which do not
possess any.

Correlation between different regions
An analysis of three correlation criteria for research regions were also investi-
gated. Statistically significant relationships (Hi2=10.265; df=2, p=0.006) were
found in first criteria (C1) which shows that the largest number of performance
indicators are monitored in Belgrade, then in Kragujevac and then in Banja Lu-
ka. In case of second criteria (C2), medium significance was found (Hi2=8.416;
df=2, p=0.015, Kramer V 0.306, contingency coefficient 0.292) which shows
that a minimum of one performance indicator are used most in Belgrade, then in
Kragujevac and then in Banja Luka. In case of third correlation criteria (C3), re-
gardless of the regions, enterprises in significantly higher percentage do not ac-
company a minimum of one indicator by category of BSC (Hi2=1.098; df=2,
p=0.578).

Given that each of the categories of parameters are not normal distribution,
Kruskal-Volis test proved that measuring finance, processes and innovation and
learning depend significantly on the region p≤0,05 while measuring customers
category does not show significant correlation p> 0.05 (table 5). In doing so, the
most measured perspective Finance are in Belgrade, whereas categories of indi-
cators such as customers, processes and innovation and learning are the highest
monitored in Kragujevac. In addition, a minimum follow-up of categories of in-
dicators Finances, Processes and innovation and learning is represented in Banja
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Luka and customer category in Belgrade. Some of these differences between the
cities in Republic of Serbia and Republic of Bosnia and Herzegovina which are
evident could be based on different institutional settings, legislations and busi-
ness environment.

Table 5: Analysis of four BSC groups of parameters in accordance with regions

 Finance Customers Processes Human resources

Hi2 14,896 1,103 25,408 8,803

Df 2 2 2 2

p ,001 ,576 ,000 ,012

Discussion and conclusion
Study confirmed that in transitional countries performance measurement: de-
pends more on ME profile than on MEs owner-manager profile, is ad-hoc pro-
cess and is based on tracking mostly financial indicators.

With years of enterprise existence on market, ME owners-managers will not use
a larger number of performance indicators nor will apply all perspectives of the
model BSC. What we can conclude is that the ME owner-managers lead their
companies measuring performance with a minimum of four performance indica-
tors.

Most influencing factors within the ME profile are Type of the market in which
ME operates and Type of the business activity. Owner-managers in MEs operat-
ing one part or solely abroad will follow more performance indicators, will fol-
low minimum four indicators regardless BSC category and will track at least one
indicator per BSC category than in MEs which are focused on domestic market.
Owners-managers predominantly productive MEs track of multiple performance
indicators in relation to the owners mainly service based MEs

In case of MEs owner-manager profile, owner-managers who have acquired
higher education are following a minimum of one performance indicator regard-
less of BSC group of factors, while the owners-managers MEs with lower levels
of education do not.

In analysed countries, performance indicators on any category are not monitored
systematically, in a systematic manner determined by procedures, with defined
structure and performance measurement period. It is the process that only de-
pends on the owners-managers and their assessments what to measure and when.
Performance indicators are based on individual case used only in particular
MEs.

Micro enterprises care mostly about their finances. Financial performance indi-
cators prevail in the total number of performance indicators used and in frequen-
cy of use, which proves the hypothesis that there are differences in the applica-
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tion of financial and nonfinancial indicators. Distribution monitoring dominantly
financial effects in relation to the non-financial effects is statistically determined
and it is not dependent on the age of enterprises. On the other hand, as opposite,
only 7% of all indicators are in the BSC group of innovation and learning, the
area which is of great importance for the development of the countries in transi-
tion.

Research work shows that the owner-managers MEs will on average use five
performance indicators in the process of performance measurement, three of
which will surely be in finance, one of the areas of customers, and the last indi-
cator from one of the remaining two categories of BSC. These five indicators
will be not measured at the same time, but at the request of the owner.

The most commonly used performance indicators found in the research are:
gross income; total expenses; number of customers / clients; number of new cus-
tomers; utilization of capacities. MEs owner-managers with higher-education
track their gross income significantly more than the MEs owners with lower lev-
el education. MEs owner-managers whose MEs operating any percentage on the
international market will track their total expenses far more than other. In addi-
tion, men owner-managers are more focused on measuring total expenses than
female owner-managers. The number of new customers / clients is tracked by
the owner-managers who have less than two years of working experience in the
highest percentage and then by the owners-manages who have more than 10
years of professional.

This paper contributes to the understanding of the level of implementation of
performance measurement indicators and gives the roadmap for improvement
according to found gaps in performance implementation. According to gained
results suggestions for MEs in transitional countries are:
n It is necessary for MEs to introduce systematic monitoring of operating indi-

cators as part of everyday operations in clearly defined terms and conditions
and in particular to take relevant measures after an assessment.

n It is necessary that in developing societies MEs apply significantly more
non-financial business indicators than is the case today.

n Enterprises and countries that are not interested in monitoring the indicators
of innovation, learning and development, have no chance for success in the
global market and one of the main conclusion of this research is that there is
a need to spread implementation of performance indicators in the area of in-
novation and learning in a much larger scale.

Research limitations are connected with number of MEs analysed, analysis of
one of two entities in Bosnia and Herzegovina and coverage of MEs from two
cities in Serbia. Further research should include analysis in particular business
sectors and according to existing models in world best practice and current situa-
tion in the field of performance measurement in two transitional countries, pro-
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pose performance measurement model to cover gap found in this research. Also
it is of interest to spread research on more MEs across Bosnia and Herzegovina
and to include enterprises from Former Yugoslav Republic of Macedonia and
Montenegro as a non-EU countries in transition and on the other hand develop-
ing countries Bulgaria and Romania as EU countries and to compare gained re-
sults
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