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Abstract 

 

This paper explores the link between strategic networking and divergent institutional environments of Southeast Europe. 

CEOs and owners of 963 SMEs from six former SFR Yugoslavian countries responded to a questionnaire survey 

conducted in 2019-2020. Two countries are members of the European union (Croatia and Slovenia), while the remaining 

four are not (Bosnia and Herzegovina, Montenegro, North Macedonia and Serbia). SME size is used to explore whether 

differences exist in the strategic networking and institutional environment relationship. Additionally, empirical study 

questions whether division between European union and Western Balkan countries can explain these differences. Results 

show that strategic networking is greater in Western Balkans than in European union member states. Moreover, strategic 

networking influences competitiveness and ease of financing, while SMEs’ size decreases the effect strategic networking 

has on competitiveness and ease of financing, but only for the European union member states. Policy implication and 

limitation of the study are discussed. 

Keywords: strategic networking, firm size, competitiveness, Southeast Europe.  

Introduction 
 

Diverging institutional environments of former planned economies remain relatively underexplored research area, 

especially in terms of continuous transition from planned economy to market based system (e.g., Cohen, 2014), whose aim 

is to asses into another institutional arrangement (i.e., European union). Previous studies have confirmed the importance of 

strategic networking for firm growth in transition of planned to market economies (Peng &Heath, 1996). These studies 

often explored the impact of institutional environment on networking (e.g., Whitley, 1999; Hitt et al., 2004; Waeger & 

Weber, 2019), while only some explored firms’ effect on institutional change (Battilana et al., 2009). As in Battilana et al. 

(2009) often the effect of strategic networking on institutional change was based on the role of actors and found its ground 

in the theory of institutional entrepreneurship.  This study makes another step to question whether there exist links between 

strategic networking and institutional environments of Southeast Europe. It focuses on differences and effect of SMEs size 

on strategic networking-institutional environment relationship and examines differences in the European union member 

states and Western Balkan countries, representing diverging institutional environments. Competitiveness, ease of doing 

business and ease of financing ranks are used to determine the effects of strategic networking in various institutional 

environments. 

The structure of the paper depicts the literature with proposed hypotheses in the next section followed by methodology and 

data section. Methodology and data section explain data collection method and the nature of the variables. Results of the 

weighted least square regressions are presented in subsequent section, while conclusion with policy implications and 

limitations of the study are developed thereafter. 

Literature review and hypothesis  

Institutional entrepreneurship is used as a starting point for this analysis. Institutional entrepreneurship theory emerged 

from institutional theory to explain actions of agents affecting change in contemporary institutions (Maguire et al., 2004; 
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Tiberius et al., 2020). Institutional entrepreneur is often characterised as a goal-driven, whose quality of insight into the 

institutional framework enables them to recognise prospect for change and influence institutional change (Hardy & 

Maguire, 2017). Their social skills enable them to interact with public institutions and incite and exploit institutional 

transition (Su, 2020). Contemporary example is of Uber’s attempt to change the taxi law in the Netherlands (Pelzer et al., 

2019).  

Previous research explicated that Central and Eastern European economies should be analysed as particular economies 

rather one single area (Meyer & Peng, 1996). This study differs between European union and Western Balkan countries of 

former SFR Yugoslavia. Namely, divergence in institutional environments after 1990s occurred in the geographic are of 

former SFR Yugoslavia that exemplified Europeanisation on two levels. In terms of economic markets, Europeanisation 

shaped formal institutions with strong capacities of market regulation, administrative and planning capabilities (Bruszt, 

2011). One level included accession of Croatia and Slovenia into the European union, and another remained on the 

outskirts of the European union (Bosnia and Herzegovina, Montenegro, North Macedonia, Serbia). Hence, this study 

focuses on informal networks that affect formal institutions rather than substitute them in cases when they are weak 

(Ahlstrom & Bruton, 2006). The rationale comes from the research that shows how low level of SMEs networking 

influences divergence from institutional status quo (Battilana & Casciaro, 2012).  

Moreover, institutional environment has an important role in explaining managers’ risk-related decisions (Makhija & 

Stewart, 2002). Some researchers inspected the role of business financing in terms of managerial risk-averseness in 

transition economies (Ahlstrom & Bruton, 2006; Whitley, 1999). Whitley (1999) distinguishes between capital market and 

credit-based system which forms a crucial aspect of institutional business environment. He also explains eight dimensions 

of comparison of business environment based on ownership, non-ownership coordination and employment relations and 

work management. These types of business environments can be associated with firms’ networking behaviour. 

Subsequently, Whitley (1999) differs, among others, between state-organised and collaborative business environment, 

stating that state-organised are dominated by large firms who obtain credit by the state and often use vertical networking 

and ownership integration, while collaborative business environment is characterised by cooperation between sectors and 

non-ownership integration. In terms of venture capital, the role of informal institutions, such as networking, diminishes as 

formal institutions become more established (Ahlstrom & Bruton, 2006).  

Many definitions of interorganizational networking can be found in the literature depicting various organizational forms 

explaining the concept of networks and networking among small and medium sized enterprises (Eckenhofer, 2011; 

Thornton, Henneberg & Naudé, 2013; Fayoyin, 2017). Network as a concept can be defined as a specific set of 

relationships between different groups, and according to this approach, networks primarily represent a group within 

specific types of relationships can be formed (Curran et al, 1993; Donckels and Lambrecht, 1995; Miller, Besser & Malshe, 

2007; Connelly, Bryant & Sharp, 2020). In the SME context, strategic networks can be defined as intentionally formed 

groups of companies, which are geographically close, operate in the same industry, and exchange inputs and outputs, with 

the aim of realizing certain business activities (Human and Provan, 1997). Because companies are close to each other, they 

can realize key competencies and resources to achieve goals that they would not be able to achieve on their own (Carson, 

Gilmore & Rocks, 2004; Thornton, Henneberg & Naudé, 2013). Thus, the purpose of strategic network is to form a forum 

for direct and indirect business activities where members provide their inputs but at the same time benefit by using the 

other members’ outputs (Thornton, Henneberg & Naudé, 2013; Wincent & Westerberg, 2005). Therefore, cooperation and 

exchange are the foundation for creating value and in turn improve competitiveness (Human and Provan, 1997; Miller, 

Besser & Malshe, 2007). On the other hand, participation in strategic network allows firms to increase their reputation and 

in turn reach a larger number of clients by offering them a wider range of products and services (Carson, Gilmore & 

Rocks, 2004; Zhang, Zhao & Zhang, 2016). Moreover, companies can share risks with their network partners, especially 

when being engaged on research and development projects (Wildeman, 1998).  

SMEs find access to finance to be one of the most challenging and critical aspects of doing business (Zhang, Zhao & 

Zhang, 2016). Financing certain projects is easier when firms are part of a strategic network since they can form a 

consortium and jointly raise required capital. Furthermore, firms gain a certain level of legitimacy when being perceived 

by key stakeholders as a member of a strategic network (Lawrence, Wickins and Phillips, 1997; Eckenhofer, 2011; 

Connelly, Bryant & Sharp, 2020). Key stakeholders have interest in firm being able to demonstrate political support, 

availability of key resources, and financial stability to ensure it can operate in accordance with all the legal requirements, 

has the resources necessary to continuously innovate products and services, and is organized in a way that inspires general 

sense of security and trust (Thornton, Henneberg & Naudé, 2013). Therefore, strategic networking allows firms to 

exchange resources and complement each other with various specific competencies (Thornton, Henneberg & Naudé, 2013; 

Zhang, Zhao & Zhang, 2016). 

As entrepreneurs generate new organizational forms (Tracey et al., 2011) and incite organisational change through 

reconditioning, negotiated obsolescence, and mitigating risks of nonconformity (Raynard et al., 2020), it is important to 
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inspect the role of SME size on institutional change. It is of our interest to determine whether in Southeast European 

Economies size of SMEs plays an important role and whether that role differs in diverging institutional environments.  

Based on the review of the literature, the following hypotheses are proposed: 

H1: Strategic networking affects perceptions of the institutional environment.  

H2: Firm size moderates a relationship between strategic networking and perceptions of the institutional environment. 

H3: There is a difference in moderation effects of SME size on strategic networking and institutional environment 

relationship between European union and non-European union member states. 

Methodology and data 

Data was collected during December 2019 - April 2020 period by online questionnaire survey sent to SMEs’ owners and 

CEOs. Scales in this questionnaire survey are used in prior research (Allen & Meyer, 1990; Garbarino & Johnson, 1999; 

Hansen et al., 2008; Sivadas & Dwyer, 2000; Eriksson & Pesämaa, 2007). More than 9,000 SMEs from six Southeast 

European countries were contacted and 963 responses was obtained representing approximately 11% response rate. SMEs 

came from Croatia and Slovenia, which are the European union member states, and Bosnia and Herzegovina, Montenegro, 

North Macedonia and Serbia, which belong to the Western Balkans area, i.e. non-European union member states. All six 

countries are former member states of the SFR Yugoslavia, meaning that all six countries belonged to the same planned 

economy’s institutional framework. Thirty years after dissolution of SFR Yugoslavia, these countries are faced with 

diverging institutional frameworks, either European union’s or Western Balkans’. Hence, it is interesting to observe how 

differences in SMEs sizes and strategic networking jointly and separately influence national institutional environments.  

Dependent variables 

Competitiveness. Competitiveness is measured using an ordinal scale in which firms from particular country in the sample 

obtain particular order based on Competitiveness Index ranking based on 2019 edition of Global Competitiveness Report 

published by World Economic Forum, and based on Executive opinion survey. Competitiveness index is measured across 

12 pillars including institutions, infrastructure, market size, macroeconomic stability, etc. According to Global 

Competitiveness Report, Slovenia is 35th among 140 countries (1), Croatia 63rd (2), Serbia 72nd (3), Montenegro 73rd (4), 

North Macedonia 82nd (5), and Bosnia and Herzegovina 92nd (6). Numbers in the brackets represent ranks attributed to 

firms from the respective countries in the sample. The sample consists of 120 SMEs from Slovenia (1), 202 SMEs from 

Croatia (2), 262 from Serbia (3), 109 from Montenegro (4), 82 from North Macedonia (5) and 188 from Bosnia and 

Herzegovina (6). 

Ease of doing business. World Bank’s Doing business ranking measures the health of the national private sector and 

compares it to other economies. Healthy private sector is measured across 10 pillars including starting a business, dealing 

with construction permits, getting electricity registering property, getting credit, protecting minority investors, paying 

taxes, trading across borders, enforcing contracts and resolving insolvency. In our sample North Macedonia is 10th among 

190 countries (1), Slovenia 30th (2), Serbia 48th (3), Montenegro 50th (4), Croatia 58th (5) and Bosnia and Herzegovina 

89th (6).  

Ease of financing. Ease of financing rank shows proportions of small-scale industries with a loan or line of credit (United 

Nations, 2019). This is one of the Sustainable Development Goals indicators gathered for the purpose of Progress towards 

Sustainable Development Goals indicators due to the aim of increasing resilient infrastructure to promote sustainable and 

comprehensive industrialisation and innovation. In our sample 72.26 percent of Slovenia’s SMEs had a loan or access to 

credit (1), 48.22% of Serbia’s SMEs (2), 44.38% of Bosnia and Herzegovina’s (3), 40.93% of North Macedonia’s (4), 

35.86% of Montenegro’s (5) and 34.66% of Croatia’s (6). Ease of financing data was available for all countries for 2019, 

except for Slovenia and North Macedonia where data for 2013 were used. Competitiveness and Ease of doing business 

indexes 2019 data are used, to obtain the same period data for all three indexes in order to compare differences in 

institutional environments regarding SMEs’ strategic networking and size. 

 

Table 1: SMEs institutional environment rankings 

Country Competitiveness 
Ease of doing Ease of 

EU member state 
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business financing 

Bosnia and Herzegovina 6 6 3 NO 

Croatia 2 5 6 YES 

Montenegro 4 4 5 NO 

North Macedonia 5 1 4 NO 

Serbia 3 3 2 NO 

Slovenia 1 2 1 YES 

Source: World Economic Forum (2019), World Bank (2019), United Nations (2019). Authors’ calculation and representation. 

Control variables 

Industry. In this paper the sample is divided between manufacturing and service SMEs. Dummy variable is composed to 

account and control for the difference between manufacturing and service SMEs. 537 SMEs in the sample are services and 

426 are manufacturing SMEs. 

Education. Education is used as a control variable, as owner or CEO’s education might influence the access to social 

contacts, i.e. strategic networking. Namely, strategic networking among SMEs is conducted by individuals working in 

those companies. There might be differences in contacts of person only with primary education (6 respondents from the 

sample), secondary education (162 respondents from the sample), higher education (528 respondents from the sample), 

MBA or equivalent degrees (210 respondents from the sample) and PhD (57 respondents from the sample).  

Position. Position is used as a control variable from the same reason as education variable. Position could be owner (509 

respondents from the sample), CEO (175 respondents from the sample), or management (279 respondents from the 

sample).  

Independent variables 

Strategic networking. Strategic networking in our analysis is a second-order latent variable, composed of three first-order 

latent variables and 15 items. Strategic networking scale is composed of: commitment (Allen & Meyer, 1990), trust 

(Garbarino & Johnson, 1999), reputation (Hansen et al., 2008), communication (Sivadas & Dwyer, 2000), and cooperation 

(Eriksson & Pesämaa, 2007). Principal components analysis with varimax rotation extracted 3 components for strategic 

networking based on eigenvalues greater than 1: Trust and reputation (6 items) formed the first component, 

Communication and cooperation (6 items) formed the second component, and Commitment (3 items) formed the third 

component. From the three mentioned variables a second-order latent variable is composed. Kaiser-Meyer-Ohlin’s 

measure of sampling adequacy is 0.574, Bartlett's test of sphericity obtains a p-value = 0.000. All communalities are 

greater than 0.5 and 60.19% of total variance is explained by component loadings. Cronbach's alpha is 0.661 for the three 

items. Consequently, principal axis factoring was performed to save the variables extracted from exploratory factor 

analysis to confirmatory factor analysis.  

Size. SMEs are divided into three groups based on their sizes: micro SMEs (403 SMEs, 41.8% of the sample), small SMEs 

(392 SMEs, 40.7% of the sample) and medium (168 SMEs, 17.4% of the sample).  

 

Results 
 

Descriptive statistics are firstly presented, followed by results of the regression analysis. Table 2 depicts descriptive 

statistics and cross-correlations between variables in the model. Descriptive statistics show mean and standard deviation of 

each variable. 

 

 

 

Innovation Management and Sustainable Economic Development in the Era of Global Pandemic

2412



Table 2: Descriptive statistics and cross-correlations 

 

Variable Mean S.D. 1 2 3 4 5 6 7 8 

Competitiveness 3.41 1.66 1               

Ease of doing 

business 
3.82 1.58 0.390*** 1             

Ease of financing  3.42 1.74 0.033 0.444*** 1           

Strategic 

networking 
0.00 0.97 0.094** 0.047 0.104** 1         

Size 1.76 0.73 -0.125*** 0.047 0.046 0.002 1       

Position 2.48 0.86 -0.030 -0.140*** -0.097** 0.010 -0.215*** 1     

Education 
2.19 0.80 0.096** 0.040 -0.036 

-

0.024 
0.046 -0.041 1   

Industry 0.80 0.40 0.084** 0.048 0.063† 0.031 -0.222*** -0.010 0.051 1 

 Note: *** p - value < 0.001 ** p - value < 0.01 * p - value < 0.05 † p - value < 0.1 

Source: Authors’ calculation. 

Cross-correlations show statistically significant correlation between: (a) competitiveness and strategic networking, (b) 

competitiveness and size, and (c) ease of financing and strategic networking (Table 2).  

Although there is statistically significant differences between SMEs strategic networking and membership in the European 

union at 10% significance level (ANOVA: p – value = 0.070), SMEs from the European union member states’ strategic 

networking have μ = - 0.080 and median = 0.07, and from Western Balkans μ = 0.040 and median = 0.160. As median is 

lower for the European union member states than for SMEs from Western Balkans (0.07 < 0.0160), it can be stated that 

strategic networking is higher in Western Balkans (at the 10% significance level). 

Results of the regression analysis are primarily tested for multicollinearity and heteroskedasticity. Variance inflation factor 

(VIF) in all models is close to 1, reflecting no evidence of existence of multicollinearity in the models. The Breusch-Pagan 

test is used to examine the presence of heteroskedasticity of the error terms in the model. The results indicated the presence 

of heteroskedasticity of the error term in the model (p-value < 0.000). To correct for the issue of heteroskedasticity, 

weighted least squares regression is used. Individual countries are used as weights. Repeated Breusch-Pagan test for 

heteroskedasticity confirmed that the heteroskedasticity is no longer an issue (p-value = 0.065). Therefore, weighted least 

squares are used in this analysis. Results of the weighted least squares are presented in Table 3.  

Table 3: Effect of firm size and strategic networking on institutional environment. 

All countries

M1 M2 M3 M4 M1 M2 M3 M4 M1 M2 M3 M4

Constant
3.399*** 

(0.215)

3.397*** 

(0.215)

4.492*** 

(0.261)

4.481*** 

(0.261)

3.775*** 

(0.241)

3.775*** 

(0.242)

3.706*** 

(0.300)

3.707*** 

(0.301)

3.475*** 

(0.227)

3.473*** 

(0.226)

3.985*** 

(0.281)

3.971*** 

(0.280)

Control variables

Industry
0.122 

(0.115)

0.107 

(0.115)

-0.088 

(0.116)

-0.099 

(0.116)

0.209 

(0.129)

0.210 

(0.129)

0.222† 

(0.134)

0.223† 

(0.134)

0.322** 

(0.121)

0.305* 

(0.121)

0.225† 

(0.125)

0.210† 

(0.125)

Education
0.137* 

(0.058)

0.143* 

(0.058)

0.157** 

(0.056)

0.162** 

(0.056)

0.104 

(0.065)

0.104 

(0.065)

0.103 

(0.065)

0.102 

(0.065)

-0.024 

(0.061)

-0.017 

(0.061)

-0.015 

(0.061)

-0.009 

(0.061)

Position
0.005 

(0.053)

0.003 

(0.053)

-0.061 

(0.053)

-0.062 

(0.053)

-0.225*** 

(0.060)

-0.225*** 

(0.060)

-0.221*** 

(0.061)

-0.221*** 

(0.061)

-0.083 

(0.056)

-0.085 

(0.056)

-0.114* 

(0.057)

-0.115* 

(0.057)

Independent variables

Strategic networking
0.116* 

(0.047)

0.108* 

(0.046)

-0.004 

(0.053)

-0.004 

(0.053)

0.138** 

(0.049)

0.134** 

(0.049)

Moderator

Size
-0.461*** 

(0.065)

-0.457*** 

(0.065)

0.029 

(0.075)

0.029 

(0.075)

-0.215** 

(0.070)

-0.210** 

(0.070)

ANOVA (p-value) 0.077 0.011 0.000 0.000 0.000 0.000 0.000 0.001 0.026 0.002 0.001 0.000

R2 0.007 0.013 0.056 0.061 0.021 0.021 0.021 0.021 0.010 0.018 0.019 0.027

Adjusted R2 0.004 0.009 0.052 0.057 0.018 0.017 0.017 0.016 0.007 0.013 0.015 0.022

Durbin-Watson 0.026 0.039 0.117 0.129 0.055 0.055 0.056 0.056 0.031 0.049 0.047 0.065

Ease of financingCompetitiveness Ease of doing business

 
Note: *** p - value < 0.001 ** p - value < 0.01 * p - value < 0.05 † p - value < 0.1 

N = 963. Standard errors in parentheses. Weighted least squares weight based on countries.  

Source: Authors’ calculation. 

Model 1 represents a model only with control variables, Model 2 adds the effect of strategic networking, Model 3 

comprises control variables and firm size, while Model 4 includes control variables, size and strategic networking (Table 

3). Results of the weighted least squares regression indicate that a unit increase in strategic networking increases 

competitiveness mean by 0.11, while a unit increase in SME size decreases a mean perception of national competitiveness 

by 0.46. Strategic networking and SME size do not statistically significantly affect ease of doing business. Strategic 

networking increases proportion of SMEs with a loan or line of credit, i.e. ease of financing, mean by 0.13, while a unit 

increase in SME size decreases a mean of SMEs with a loan or a line of credit by 0.21. As strategic networking and SME 
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size do not influence ease of doing business rank, moderation effect of firm size and strategic networking on institutional 

environment is tested only for dependent variables: competitiveness and ease of financing (Table 4).  
 

Table 4: Interaction effect of firm size and strategic networking on institutional environment. 

 

M5
M6       

(EU)

M7     

(non-EU)
M5

M6    

(EU)

M7     

(non-EU)

Constant
4.467*** 

(0.261)

1.610*** 

(0.138)

5.262*** 

(0.262)

3.989*** 

(0.281)

4.051*** 

(0.691)

3.762*** 

(0.253)

Control variables

Industry
-0.096 

(0.116)

0.102† 

(0.055)

-0.172 

(0.118)

0.205 

(0.125)

0.509† 

(0.277)

0.134 

(0.114)

Education
0.163** 

(0.056)

-0.053† 

(0.030)

0.078 

(0.056)

-0.009 

(0.061)

-0.266† 

(0.151)

0.126* 

(0.055)

Position
-0.061 

(0.053)

-0.034 

(0.030)

-0.099† 

(0.052)

-0.116* 

(0.057)

-0.172 

(0.148)

-0.010 

(0.051)

Independent variables

Strategic networking
0.192 

(0.122)

0.180** 

(0.062)

-0.033 

(0.123)

0.027 

(0.131)

0.898*** 

(0.312)

-0.035 

(0.119)

Moderator 

Size
-0.453*** 

(0.066)

0.149*** 

(0.032)

-0.485*** 

(0.067)

-0.215** 

(0.070)

0.747*** 

(0.162)

-0.540*** 

(0.065)

Interaction effects

Strategic networking x Size
-0.048 

(0.065)

-0.067* 

(0.031)

0.060 

(0.066)

0.062 

(0.070)

-0.335* 

(0.154)

0.084 

(0.064)

ANOVA (p-value) 0.000 0.000 0.000 0.000 0.000 0.000

R2 0.062 0.133 0.084 0.027 0.133 0.131

Adjusted R2 0.056 0.116 0.076 0.021 0.116 0.122

Durbin-Watson 0.130 0.272 0.177 0.067 0.272 0.274

Competitiveness Ease of financing

 
Note: *** p - value < 0.001 ** p - value < 0.01 * p - value < 0.05 † p - value < 0.1 

N = 963. N (EU) = 322. N (non-EU) = 641. Standard errors in parentheses. Weighted least squares weight based on countries. 
 

Model 5 incorporates interaction effects between firm size and strategic networking on competitiveness and ease of 

financing. Model 6 includes interaction effects between the firms that belong to the European union member states, and 

Model 7 for firms from the non-European union, i.e. Western Balkan countries. No significant moderation effect of firm 

size on the relationship between strategic networking and competitiveness or ease of financing was found for the firms 

from the non-European union, i.e. Western Balkans countries (Table 4). Moderation effect of SME size and strategic 

networking is only significant for the European union member states. Namely, SME size dampens a positive relationship 

between strategic networking and competitiveness, and strategic networking and ease of financing (Figure 1a and 1b).  
 

(a) Competitiveness (b) Ease of financing 

  

Fig 1. Moderating effect of firm size on the strategic networking-institutional environment relationship for the 

European union member states 

Source: Authors’ representation.  

Both Figure 1 and 2 show that larger SMEs (stripped line) tend to experience smaller positive effects of strategic 

networking on both competitiveness and on ease of financing, meaning that strategic networking has a lower effect on 
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national competitiveness and ease of financing for larger SMEs. This finding is only relevant for the European union 

member states and not for the SMEs from Western Balkans countries.  

Conclusion 

The aim of this study was to examine whether SMEs strategic networking has different effects in different institutional 

environments. SMEs from six-member states of the ex-Yugoslavia (Bosnia and Herzegovina, Croatia, Montenegro, North 

Macedonia, Serbia and Slovenia) were main respondents in the study. All countries’ institutional environments changed 

since dissolution of SFR Yugoslavia in 1990s. However, only two countries accessed into the European union (Croatia and 

Slovenia), while four did not and remained in the part of the geographical area wanting to access into the European union, 

i.e. Western Balkan countries (Bosnia and Herzegovina, Montenegro, North Macedonia and Serbia). The results of this 

study show that strategic networking positively affect national competitiveness and ease of financing. However, when 

SME size is added into the model, it shows that larger SMEs decrease national competitiveness and ease of financing. 

Larger SMEs decrease the positive effect of strategic networking on national competitiveness and ease of financing, but 

only for the European union member states. Decrease in the effect of strategic networking on national competitiveness and 

ease of financing for larger SMEs can be attributed to the better regulatory environment and functioning of institutions in 

the European union member states, while strategic networking does not influence neither competitiveness nor ease of 

financing in Western Balkans. SMEs from Western Balkans have higher strategic networking which is important in their 

institutional environment and maybe exactly because it is higher than strategic networking of SMEs from the European 

union member states, it does not affect neither competitiveness nor ease of doing business. Namely, the role of strategic 

networking as an informal institution diminishes, as formal institutions strengthen, i.e. the substitutive role of informal and 

formal institutions.  

Policy implications from this study originate from importance that strategic networking has on institutional environments. 

In terms of competitiveness and ease of financing, strategic networking is important for European union SMEs as it 

exhibits positive effect. On the other hand, it is statistically insignificant and negative for Western Balkans’ SMEs. Under 

already existent institutional setting or rules and regulations that must be adhered to in the European union, strategic 

networking positively influences changes in national competitiveness and ease of financing. However, under lower rules 

and regulations of the Western Balkans, strategic networking does not have an effect neither on national competitiveness 

nor ease of financing. Future research should inspect details of this occurrence and compare it to similar research in the 

field. 

Limitations of this study include cross-sectional study at a specific time period. Although a fairly large sample of SMEs (N 

= 963), response rate is about 11%, i.e., larger sample size would be beneficial. Moreover, for those living in this 

geographical area, the religious and cultural aspects of these six countries are fairly diverse, regardless of originating from 

the semi-identical institutional environment before the 1990s. Namely, differences in religious backgrounds have been 

starting points of many national conflicts in this area and form differences. It would be interesting to inspect differences 

based on religious beliefs in the area in terms of SMEs strategic networking. 
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