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1. Introduction

Government institutions in developing countries are still considered as malformed and fragile in
terms of modeling and implementing state policies (Holzner & Peci, 2011). This has affected the economies of
those countries, which suffer from a lack of overall continuity in the economic sector; in particular, these
barriers are more pronounced for small and medium-sized enterprises (SMEs) (Iraj Hashi, 2001).

The role of small and medium enterprises due to their ability to respond to external changes and the
potential to generate labor has increased at a time when large firms are undergoing a rapid decline (Hashi &
Krasniqi, 2011). In one study (Krasniqi, 2007) has analyzed and has defined that SME growth blocked by the
presence of environmental barriers such as unfair competition, inadequate funding, and tax evasion, also
denied that SME growth is dependent on the size of the firm and its age. Customs as a state-coordinated
policy implementer can have a key role in the livelihoods, functionality, and growth of SMEs as importers or
exporters (Liu, 2009). This issue remains to be clarified and evaluated below. The traditional role of Customs
is to control the movement of goods and thereby safeguard state interests and maintain revenue collection
(European Commission, 2003). The main goals have been to ensure compliance with state policies and laws
applicable to cross-border movement of goods, while the more traditional one is to collect other forms of
taxation such as Value Added Tax (VAT) and excise duties (Widdowson, 2007; WCO, 2008; Holzner and Peci,
2011; Peterson, 2017). Most countries have faced an exchange between low budget deficit and low taxation
imposed on businesses (Hashi, 2001). Expanding the tax base is one solution to the problem because SMEs,
especially in countries in the early transition phase, cannot afford high taxes (Krasniqi, 2007). Since 1999,
Kosovo has adopted a free-market economy and trade liberalization has been implemented by Kosovo's
legislative framework, which is in line with EU legislation (Malush, 2013).

While the role of Customs in developed countries is mainly concerned with protecting the economy
and law enforcement, the role of Customs in developing countries focuses on facilitating legitimate trade,
combating smuggling, and securing borders (Widdowson, 2007). This role today is generally sought to be
changed as a result of factors such as globalization, to overcome so-called 'intervention for the sake of
intervention', in contrast to Widdowson (2012), based on the clause 'intervention by exclusion’, that is,
intervention when it exists a legitimate need to do so; intervention based on identified risk. From this, we
note the shift from the traditional role of Customs to the changing role of Customs, a change dating back to
the 21st century, an approach supported by Widdowson (2012) and Peterson (2017) as well. With the
respect to the authors, we see clearly that there is a link between the policies implemented by Customs and
SMEs, and the same cannot be considered in an unstable state, as long as indirectly impacts SMEs, thus
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facilitating their functionality. Day by day, many aspects and areas are being affected by Globalization as a
new spirit.

2. Literature review

Kosovar SMEs are playing an important role in Kosovo's economic development (Riinvest, 2001).
The establishment and growth of enterprises, especially private ones in transition countries, were
characterized by many difficulties and challenges. Kosovo's economy since 1999 has been largely driven by
international aid, the public sector, and remittances (World Bank, 2010). Because Kosovo is still in a
transition phase, the role of the private sector, especially SMEs, has been relatively weak, and despite this,
entrepreneurship and small business creation are expected to play a key role on the road to a modern market
economy (Krasniqi, 2007). More than 99% of enterprises in Kosovo are SMEs (Kosovo SME Development
Strategy 2012-2016 with a vision until 2020). According to the Ministry of Finance in Kosova, the average
real GDP growth in Kosovo for 2006-2009 was 4.8%. Based on World Bank report (2010), much of the recent
economic progress has been based on donor assistance and remittances, which cannot be the basis for
sustainable economic strategies. Kosovo has a young workforce that needs education and training to meet the
country's needs for a market economy (Krasniqi, 2007). Kosovo suffers from payment imbalances where
imports significantly dominate exports and this is largely because Kosovo's SMEs are not internationally
competitive according to Kosovo's SME Development Strategy 2012-2016 with a vision to 2020.

The EC Kosovo Progress Report 2010 (European Commission), identifies three key barriers
businesses face in Kosovo. The first barrier concerns the unstable supply of electricity and water which are
particularly serious for manufacturing SMEs. The second barrier is limited access to finance, while the third
barrier is insufficient to rule of law, which affects all citizens of Kosovo. Customs have traditionally been
responsible for implementing a wide range of border management policies, often on behalf of other
government agencies, and their role has evolved as a result of a dynamic environment, this reflects the
changing environment in which the customs authorities operate and the corresponding changes in
government priorities (Widdowson, 2007). The World Trade Organization, the World Customs Organization,
and other international bodies are responding by developing global standards that recognize the changing
nature of border management (Widdowson, 2012). Moreover (Liu, 2009) emphasizes that trade facilitation is
an important goal that the customs authorities of many countries are working hard to achieve. Customs is no
longer just a collector of state revenue at the border, but it is responsible for administering international
trade and providing the economy and society about the cross-border movement of goods. In its report on
Global Economic Prospects for 2005, the World Bank states that "More efficient customs are associated with
more trade" (Gordhan, 2007).

2.1 Development of SMEs in Kosovo

Kosovar SMEs are playing an important role in Kosovo's economic development (Riinvest, 2001).
The establishment and growth of enterprises, especially private ones in transition countries, were
characterized by many difficulties and challenges. Kosovo's economy since 1999 has been largely driven by
international aid, the public sector, and remittances (World Bank, 2010). Because Kosovo is still in a
transition phase, the role of the private sector, especially SMEs, has been relatively weak, and despite this,
entrepreneurship and small business creation are expected to play a key role on the road to a modern market
economy (Krasniqi, 2007).

More than 99% of enterprises in Kosovo are SMEs (Kosovo SME Development Strategy 2012-2016
with a vision until 2020). Based on World Bank reports, (2017), much of the recent economic progress has
been based on donor assistance and remittances, which cannot be the basis for sustainable economic
strategies. Kosovo has a young workforce that needs education and training to meet the country's needs for a
market economy (Krasniqi, 2007). Kosovo suffers from payment imbalances where imports significantly
dominate exports and this is largely because Kosovo's SMEs are not internationally competitive according to
Kosovo's SME Development Strategy 2012-2016 with a vision to 2020. The EC Kosovo Progress Report 2010
identifies three key barriers businesses face in Kosovo. The first barrier concerns the unstable supply of
electricity and water which are particularly serious for manufacturing SMEs. The second barrier is limited
access to finance, while the third barrier is insufficient to rule of law, which affects all citizens of Kosovo.

2.2 SMEs’ Performance

The importance of business performance considered by the author Whetten (1983), concretely in
strategic management can be discussed along with the three dimensions -namely, theoretical, empirical, and
managerial. The theoretical part is sustained and still enriched day by day by numerous authors as may be
considered (Whetten, 1983; Lu, 2001; Francis, 2019). In one of the researches conducted by Lu (2001), in the
field of SME performance, several hypotheses are raised and their testing indicates whether they are
positively significant or rejected. Also, firm size has shown to be negatively correlated with firm performance.
Small firms are more limited in their ability to raise capital than their larger competitors, due to their lower
stable profits and higher risks (Penrose, 1959). Some results of Voca and Havolli's (2019) research, show that
formal education does not affect SME performance, thus justifying that there are many successful SMEs in
Kosovo that are managed by entrepreneurs with low levels of education. While the same authors point out
that their empirical results have emerged to support the hypothesis that training, career development, and
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motivation result in greater enterprise performance. Based on a research conducted by Ural & Acaravci
(2006), we can notice that export has not had an impact on the growth of company performance during 1999-
2004, and this explains why export rates in Turkey are very low. On the other hand, empirical and statistical
research of Grazzi (2011) conducted in Italian exporting companies, shows that export activity is not
systematically related to the profitability of companies. The following explanation; Although exporting
companies are more productive, they did not provide any evidence of superior performance in terms of
profitability. Eventually, concluding that exports do not necessarily have a positive relationship with
performance but, in certain circumstances, and that exporters are no more profitable than non-exporters.

3. Methodology

This part defines the research methodology by the purpose of the study, research questions and
hypotheses, population and sample selection. Moreover, it explains how data were collected and processed,
respondents, and the relevance of this data to the paper. During this research, a quantitative method was
used: the questionnaire, which was distributed to SMEs, with emphasis on those enterprises that are in the
process of economic impact. The sample was obtained by filtering out enterprises that had fewer than 9
employees and more than 249 employees who are not considered as SMEs because of the capacity and the
number of employees. We managed to survey a total of 38 SMEs in the Kosovo region. Although in the sample
we had a larger number of firms around 50, as a result of the unwillingness to cooperate we could not execute
the questionnaire in those SMEs.

2.1 Primary and secondary data

Primary data: Data are collected from the Kosovo Customs webpage - Economic Impact Procedures
and implementation of 38 questionnaires in the following municipalities: South Mitrovica (6), North
Mitrovica - Zubin Potok (1), Peja (10), Pristina (18), Prizren (1), Fushé Kosové (1), Istog (1).

Secondary data: Collection of raw data, books, publications, articles, and also information collected
from the Customs and Excise Code. This paper uses a number of journals, papers, and articles as well.

2.2 Distribution of questionnaires
The type of sample that has been used as part of this survey is ‘purposive sample’ that is based on the
researcher’s knowledge and the ‘snowball’ method: for the Peja and Pristina region.

2.3 Research questions and hypotheses
The research questions and hypotheses are as follows:
Do economic impact procedures have effect on SME’s performance?
Hypothesis 1,: Economic impact procedures have no effect on the SMEs’ performance.
Hypothesis 1: Economic impact procedures have a positive relationship with the SMEs’ performance.

Does Import affect SMEs performance?
Hypothesis 1,: Import does not affect SMEs’ performance;
Hypothesis 1: As imports increase, so does SMEs’ performance as well.

Does Export have effect on SMEs performance?
Hypothesis 1,: Export does not have any effect on SMEs’ performance;
Hypothesis 1: Export has a positive impact on SMEs’ performance growth.

Sample Respondents
Research Survey
topic %;’

%
lgﬁo-
%

HypotheSeg /

significance B Generating
Correlational ol results by 5PSS

analysis (Pearson
Correlation)

Figure 1. The conceptual model of the methodology part
Note: Chronological process of the methodology conceptual model
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2.3 Hypotheses significance

As part of the methodology chapter, we considered three research questions and three hypotheses
that need to be tested and validated were identified. As a result of many attempts to define a hypothesis that
specifically matched the title of the topic, we determined the relationship of economically influential
procedures with employee performance within SMEs. Below are presented tested variables and their
significance.

Do economic impact procedures have effect on SME’s performance?
Hypothesis 1,: Economic impact procedures have no effect on the SMEs’ performance.
Hypothesis 1: Economic impact procedures have a positive relationship with the SMEs’ performance.

While testing the above hypothesis we see that Pearson Correlation turns out to have positive values
+.462 and from this, we can conclude that with the increase of the 'Customs Procedures' variable the 'SME
performance' increases as well or vice versa. From this test, it turns out that the null hypothesis has no
statistical significance.

From the evaluation of the alternative hypothesis, we consider that; economically influential
procedures such as customs policies and SME performance have a reciprocal relationship and are positively
significant. In addition, the value of Sig. (2-tailed) turned out to be less than 5% thus affecting the positive
signification verification between the two variables presented. During the research work, we have considered
two main factors for significant.

Table 1. Correlation: (Custom Procedures/ Performance)

Customs Performance
procedures
Customs procedures | Pearson 1 462™
Correlation
Sig. (2-tailed) .004
N 38 38
Performance Pearson 462" 1
Correlation
Sig. (2-tailed) .004
N 38 38

** Correlation is significant at the 0.01 level (2-tailed).

2.4 Hypothesis testing (Import / Performance)

The second hypothesis in our research relates to imports and their importance in performance. But
the crucial role in our case is worth nothing in the following analysis. Using the correlation analysis between
these two variables we will also be able to see the degree of relationship between them.

Does Import affect SMEs performance?
Hypothesis 1,: Import does not affect SMEs’ performance;
Hypothesis 1: As imports increase, so does SMEs’ performance as well.

The correlation results between SME Performance and Import turn out to be negative, this being
explained through Pearson Correlation that turns out to be.259 far from 1 and Sig. (2-tailed) much higher
than 5%. This proves that the null hypothesis has been accepted. So our research of 38 Respondents such as
SMEs shows that imports have no direct relation to the performance of those companies (negatively
significant). However, the values have turned out to be positive and this does not mean that in future research
other than our case the import will not have a positive relationship with performance. This is because the
surveyed companies have stated that not necessarily the products or services being imported are sold, they
may remain in stock and may not be sold. Also, those SMEs that import raw materials and expect to reprocess
and sell them in the domestic market do not guarantee that they can increase the performance of the
company. Kosovo suffers from payment imbalances where imports dominate exports (SME DEVELOPMENT
STRATEGY IN KOSOVO0 2012-2016 WITH VISION 2020).
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Table 2. Correlation: (Import/Performance)

Performance Import
Performance Pearson 1 .259
Correlation
Sig. (2-tailed) 117
N 38 38
Import Pearson .259 1
Correlation
Sig. (2-tailed) 117
N 38 38

** Correlation is significant at the 0.01 level (2-tailed).

2.5 Hypothesis testing (Export / Performance)

This hypothesis tests and substantiates the relationship between export and performance.
Concerning the work of many authors and their valuable work, that export is positively correlated with
performance in our research, on the one hand, it has emerged that the authors' hypotheses such as Cooper
(1985), and Girma (2004) are supported also from the results of our work. On the other hand, Ural & Acaravci
(2006) and Grazzi (2011), do not consider export as a variable that directly affects performance but do not
completely deny its impact on performance. According to (Okpara & Kumbiadis, 2008), export affects the
growth of SMEs' performance and also this results in the growth of SMEs or (SMEs ' growth).

Building on the Pearson and Sig correlation analysis. (2-tailed) we test and validate the following
hypothesis.

Does Export have effect on SMEs performance?
Hypothesis 1,: Export does not have any effect on SMEs’ performance;
Hypothesis 1: Export has a positive impact on SMEs’ performance growth.

The results corroborate that export has an impact on SME performance since Pearson Correlation
has turned out to be +.481 above 0 and close to 1 and indicates that as Export increases SME performance, as
well as the Sig test. (2-tailed) indicates the value of 0.002 substantially confirming that Export and
Performance have strongly significant relationships. It follows that with the increase of export in these
surveyed SMEs the performance of those SMEs increases, on the other hand, with the decline of export, the
performance within the companies also falls.

Table 3. Correlation: Export/Performance

Export Performance
Export Pearson 1 481
Correlation
Sig. (2-tailed) .002
N 38 38
Performance Pearson 481" 1
Correlation
Sig. (2-tailed) .002
N 38 38

** Correlation is significant at the 0.01 level (2-tailed).

4. Conclusions

In this paper, the research in problem statement identified the need to define a relationship of
customs policies with performance, import, and export. As noted in the literature review section, there are
many studies in the field of performance. The interplay of small and medium-sized enterprises with
performance management seems to be a very interesting topic and well handled by various authors. The
global economic environment, characterized by constant structural changes and increased competitive
pressures, contributed to the increasing importance of small and medium-sized enterprises.
Most of the hypotheses have turned out to be positively significant, thus clarifying research questions, giving
meaning to each, and giving value at the same time.
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In conclusion, we can summarize the study on these points:

a) Customs policies or economic procedures have positive impact on enhancing SMEs’ performance;

b) Import and performance of SMEs have no significant relationship, but the values are positive and it
does not mean that in future studies there will be no relationship between these variables;

c) Exports have positive-moderate relationship with SME’s employee performance.
This paper leaves open for futher studies the possibility of comparing SMEs that apply economic

impact procedures with those that do not apply economic procedures and making comparisons between
them.
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