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Abstract

Provided that one of the goals of the European
Union (EU) is the economic development and
possibility of integration by implementing fun-
damental reforms through an adequate strategic
approach, this paper aims to determine the im-
pact of the EU policy and the Instrument for Pre-
Accession Assistance (IPA Fund) on the internatio-
nal business environment with special emphasis on
Bosnia and Herzegovina, Kosovo, and Turkey. It is
obvious that the EU not only provides assistance
to candidate countries but also contributes to the
stability, security, and prosperity of beneficiary co-
untries. However, by adopting this approach, the
EU imposes certain changes in the instruments of
financial support. Namely, by launching the IPA 11
programme it surpassed IPA I, covering five pri-
ority areas as the key segments of development.

1. INTRODUCTION

The European Union takes prece-
dence in terms of the value of its financial

It has been shown that this support programme
is of great importance for the development of the
countries covered in this study. Our research also
indicates that IPA funding aids in the political and
economic reforms of transition countries, prepa-
ring them for the rights and duties that come with
the Union membership. Secondary data available
on the official website of the European Union were
used in this study. The hypothesis is confirmed by
quantitative data analysis showing a significant
impact of the IPA 1l programme on defined sectors
in Bosnia and Herzegovina, Kosovo, and Turkey.

Keywords: EU, countries in transition, influ-
ence, international business environment, IPA I
program

assistance in the Western Balkan coun-
tries and Turkey. IPA (Instrument for
Pre-Accession Assistance) funding has
been designed to provide non-refundable
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pre-accession assistance to candidate na-
tions and future EU members. IPA brings
together four pre-accession instruments
used before 2007: PHARE, SAPARD,
ISPA, and CARDS. IPA II, developed in
cooperation with beneficiaries, established
a new structure for delivering pre-accession
support from 2014 to 2020. IPA encompass-
es candidate countries (North Macedonia
and Turkey) and potential candidate coun-
tries (Albania, Bosnia & Herzegovina,
Montenegro, Serbia and  Kosovo).
According to Antonopoulos & Bachtler
(2014), EU pre-accession aid initiatives,
such as the current IPA, have attempted
to help national governments create
structures for national coordination of the
EU policy. The aim of this paper is to
compare the level of investment of the
European Union through the IPA II
instrument in Bosnia and Herzegovina,
Kosovo, and Turkey. It also seeks to
examine the relationship between IPA II
investment in these countries, on the one
hand, and, on the other hand, investment
in the sustainable development of the same
countries.

2. TPAII INSTRUMENT
FOR PRE-ACCESSION
ASSISTANCE 2014-2020

The strategic emphasis of the IPA 1I
programme is its most significant aspect.
National strategies are unique planning
documents that are created for each user
over a seven-year period. They should en-
able greater user ownership through the
integration of the reform and development
plans. The multinational strategic document
also addresses the priorities of regional or
territorial cooperation. In this sense, IPA
IT attempts to implement changes in pre-
defined areas. These areas encompass top-
ics connected to the expansion plan, such
as democracy and governance, the rule of
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law, and development and competitiveness.
This sectoral strategy encourages institu-
tional reforms that will enhance the sector
and bring it closer to EU standards. In other
words, these improvements indicate a move
toward focused support, with an emphasis
on efficiency, sustainability, and outcomes.
Such an instrument should allow the ben-
eficiary countries to enjoy the same rights
and living standards as the citizens of the
European Union. Belloni (2009) states that
“integration into the European institutions
can provide an avenue for increasing con-
tacts among the countries in the region, and
contribute to de-politicizing potentially ex-
plosive border issues”. Juncos (2012) also
claims that the formation of the Stability
Pact mirrored this goal.

Furthermore, financial aid from the EU
has focused on this objective. One compo-
nent of the IPA, for example, is the “Cross-
Border Cooperation.” When comparing [PA
IT to other assistance tools, the most sig-
nificant difference can be found in Country
Strategy Papers (CSP). They are used as
the planning tool for financial assistance,
stretching over for a 7-year period. On the
other hand, Multi-Country Strategic Papers
(MCSP) are defining priorities at the re-
gional levels. The process of determining
the action programmes starts with the opin-
ion of the IPA committee, shaping the im-
plementing acts, which need to be adopted
by the European Commission. By adopt-
ing the implementing acts, the strategy-
planning documents are further translated
into the proposals for actions. According
to Maleti & Kandija (2017), IPA-financed
reforms should offer citizens improved pos-
sibilities and enable the growth of standards
comparable to those of EU residents.
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Table 1. IPA II financial assistance for the period from 2014-2020 by country

Country 2014 2015 2016 2017 2018-2020 Total
Albania 83.7 86.9 89.7 92.9 296.3 649.5
Bosnia and Herzegovina 75.7 39.7 47 74.8 3149 552.1
Northern Macedonia 85.7 88.9 91.6 94.9 303.1 664.2
Kosovo 83.8 85.9 88.7 91.9 295.2 645.5
Montenegro 39.6 35.6 374 39.5 118.4 270.5
Serbia 189.7 190.9 194.8 197.9 201.8 975.1
Turkey 195.1 2014 207.9 2154 688.2 1508

Multi-user programmes 348 365 390 410.4 14453 2958.7

Source: European Commission (2020c)

2.1. Implementation of the IPA 11
2014-2020 in B&H, Kosovo, and
Turkey

In the period from 2014 to 2020, a to-
tal of 2705.6 million EUR was invested in
the three analyzed countries, as presented in
Table 2.

Table 2. IPA 1I funds allocated to B&H, Kosovo, and Turkey in the period 2014-2020

Country 2014 2015 2016 2017 2018-2020 | TOTAL
Bosnia and Herzegovina 75.7 39.7 47 74.8 3149 552.1
Kosovo 83.8 85.9 88.7 91.9 295.2 645.5
Turkey 195.1 201.4 207.9 215.4 688.2 1.508.
Total 354.6 327 343.6 382.1 1.2983 2.705.6

Source: European Commission (2020a)

2.2. Data distribution normality check

As to define which techniques are neces-
sary while processing the data, the normality
of data distribution should be tested. Besides
the asymmetry (skewness) and roundness,
flattening (kurtosis) is often used to evalu-
ate the normality of distribution, whereas the
most commonly used method for testing the
normality distribution is the Kolmogorov-
Smirnov test. The Kolmogorov-Smirnov test
represents a statistical procedure for check-
ing the validity and compatibility of a given
distribution of the frequencies compared to
the hypothetical distribution. This test serves
to test the normality of distribution while

comparing the empirical and theoretical
distribution.

As shown in Table 3, the values of arith-
metic mean, standard deviation, and some
other parameters were obtained where the
most important of them are skewness and
kurtosis because their values can be used to
check the deviation between empirical and
normal distribution. The value of skewness
is 2.238, with the statistical error of .580, and
the value of kurtosis is 6.10, with the statisti-
cal error of 1.121, which shows that the dis-
tribution has a significant difference from the
normal curve.
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Table 3. Descriptive parameters

Statistic Std. Err

Total IPATI Mean 180.373 42.8717
95% Confidence Lower Bound 88.423
Interval for Mean Upper Bound 272.324
5% Trimmed Mean 159.976
Median 91.900
Variance 27569.779
Std. Deviation 166.0415
Minimum 39.7
Maximum 688.2
Range 648.5
Interquartile Range 139.7

Skewness 2.238 .580

Kurtosis 6.100 1.121

Table 4 shows the results of normality
of distribution, according by Kolmogorov
and Smirnov. The Statistic column shows
the data, which represents the rate of de-
viation from the normal standard rate. In
our case, the value of that rate is 0.236, and
the Sig. column represents the relevance of

Table 4. Tests of normality

determining deviation from the initial val-
ue of 0.0. Since the value of Sig. column,
when translated to SPSS, is less than 0.01,
we can conclude that distribution statisti-
cally significant deviates from the normal
curve on level of significance from 0.01.

Kolmogorov-Smirnov* Shapiro-Wilk
Statistic df Sig. Statistic df Sig.
IPATI 236 15 .000 743 15 .000

a. Lilliefors Significance Correction

The result of the curve’s normal prob-
ability, Normal Q-Q Plot, shows that ob-
served values are not exactly positioned
near the straight line, which would be ex-
pected from the normal distribution. On the
other hand, the curve shown on Detrended
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Normal Q-Q Plot represents the difference
between the reference and the targeted val-
ue of normal distribution, or deviation of
observed results from the horizontal line,
which is in this case, the normal distribu-
tion (see Figure 1).
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Figure 1. Normal and detrended normal Q-Q plots of IPA II

The same conclusion is supported by the

following boxplot (see Figure 2), as wel

1

as other significant atypical points. These

1

cases are above and below from the upper
and lower lines, shown by the boxplot.

Figure 2. Boxplot of IPA II

Consequently, the following hypothesis
is proposed:

Hypothesis 1: It is assumed that there
is a correlation between IPA Il fund values
and previously defined sectors in Bosnia
and Herzegovina, Kosovo, and Turkey.

To test the hypothesis, we use the
Spearman’s rho coefficient of correlation

(see Table 5). The intensity of correlation
might be based on the following criteria:
the correlation is small (or insignificant) if
the value of r=0.10 — 0.29, the correlation is
average (or medium) if the value of r=0.30
—0.49, and the correlation is large (signifi-
cant) if the value of r=0.50 — 1.00. Table 5
shows that the results show an average pos-
itive correlation between IPA II and sector
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variables (r=0.397). Therefore, IPA II fund
values are correlated with previously stated

variables. The significance of 0.000 sup-
ports the hypotheses.

Table 5. Spearman’s rho — correlation or connection between IPA II and sectors

Variables IPA 1T sectors
Spearman’s rho IPATI Correlation Coefficient 1.000 3977
Sig. (2-tailed) . .000
sectors Correlation Coefficient 1.000
Sig. (2-tailed)
™ Correlation is significant at the 0.01 level (2-tailed)
Further analysis focuses on the potential Differences between Bosnia and

differences among the analysed countries,
in their access to IPA II funds. We start
the analysis by examining the following
hypothesis:

Hypothesis 2: It is assumed that there is
no difference in accessing the IPA II funds
among countries.

Table 6. Mann-Whitney test — sum of ranks

Herzegovina and the Republic of Kosovo
are presented by Table 6. Mann-Whitney
test is used to convert the given values into
the ranks for both groups and testing if the
ranks between the groups are significantly
different (see Table 7).

Country Mean Rank Sum of Ranks
IPA TI Kosovo 203.01 33541.00
Bosnia and Herzegovina 200.70 20023.50
Table 7. Mann-Whitney test
IPA 1T
Mann-Whitney U 21034.000
Wilcoxon W 34525.000
Z -1.567
Asymp. Sig. (2-tailed) A17
Exact Sig. [2*(1-tailed Sig.)] 1510
Grouping variable: Country
a. Not corrected for ties
If we observe the results shown in Table Differences between Bosnia and

7, we can notice that the value of the Mann-
Whitney test is 21034.00, with the signifi-
cance value if 0.117. Based on this result,
it can be concluded there is no difference in
IPA funds among Bosnia and Herzegovina
and Kosovo.
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Herzegovina and Turkey are presented by
Table 8. The same procedure has been ap-
plied, as in the previous case, with Table 9
presenting the results of statistical testing of
differences.
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Table 8. Mann-Whitney test — sum of ranks

Country Mean Rank Sum of Ranks
IPATL Turkey 211.00 37654.50
Bosnia and Herzegovina 299.40 211876.50
Table 9. Mann-Whitney test
IPAII
Mann-Whitney U 22987.000
Wilcoxon W 43561.000
V4 -2.786
Asymp. Sig. (2-tailed) .100
Exact Sig. [2*(1-tailed Sig.)] 1310

Grouping variable: Country
a. Not corrected for ties

If we observe the results shown in Table
9, we can notice that the value of the Mann-
Whitney test is 22987.00, with the signifi-
cance value of 0.100. Based on this result,
it can be concluded there is no difference in
IPA funds among Bosnia and Herzegovina
and Turkey.

Table 10. Mann-Whitney test —sum of ranks

Differences between Turkey and the
Republic of Kosovo are presented by Table
10, while Table 11 presents the results of
the statistical testing, conducted with the
same methodology, as in the two previous
cases.

Country Mean Rank Sum of Ranks
IPA LI Kosovo 202.02 34234.00

Turkey 199.80 29998.50

Table 11. Mann-Whitney test
IPA II

Mann-Whitney U 24444.000
Wilcoxon W 38761.000
Z -1.777
Asymp. Sig. (2-tailed) 115
Exact Sig. [2*(1-tailed Sig.)] JA51°

Grouping variable: Country
a. Not corrected for ties
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If we observe the results shown in
Table 11, we can notice that the value of
the Mann-Whitney test is 24444.00, with
the significance value of 0.115. Based on
this result, we can conclude that there is
no difference in IPA funds among coun-
tries of Turkey and the Republic of Kosovo.
Therefore, Hypothesis 2 is confirmed, as
well. We can notice that, based on the ob-
tained results, there are similarities in
the comparisons between Turkey and the
Republic of Kosovo, as well as between
Bosnia and Herzegovina and the Republic
of Kosovo.

3. CONCLUSION

European Union is one of the larg-
est markets for all three countries, which
were part of our research. Besides the op-
portunity to export to new markets more
freely, which was possible by signing the
Stabilization and Association Agreement
between EU and Bosnia and Herzegovina
and Kosovo, the IPA instrument represents
another way to boost infrastructure and the
overall economic development in benefi-
ciary countries.

This study shows a high importance
of the IPA II instrument for Bosnia and
Herzegovina, Kosovo, and Turkey. Through
this fund, the European Union has succeed-
ed in providing the necessary technical and
financial assistance to candidate countries,
as well as to potential candidates, encour-
aging their growth and sustainable devel-
opment. In addition, the funds from IPA 1I
are invested in sectoral policies, based on
strategic documents and action plans. With
the continuous investments through the IPA
instrument in the last decade, the European
Union has shown a great effort to increase
the living standards in beneficiary coun-
tries and has striven to enable to achieve the
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same standards comparable to those in the
EU. TPA instruments bring countries closer
to the EU integration, streghtening their
competitiveness and embracing new eco-
nomic possibilities.

It is also concluded that the investments
corresponded to the specific needs of each
of the priority areas and that they differed
in the analyzed countries. Furthermore, we
can conclude that different instruments of
the EU can enable the development of tar-
geted policies that are adjusted to individual
partner country’s needs, which implies that
there has to be a tight connection among
the admission process, obligations, and re-
quests that need to be fulfilled in the pro-
cess of negotiation, when it comes to the
IPA II financial instrument, which is used to
support the admission process.

Besides the relationship between instru-
ments of [PA II and their impact on sectors
in countries of Bosnia and Herzegovina,
Kosovo, and Turkey, this study has also
shown that there are no differences among
these countries, using the same funds. This
study represents initial research, analysing
the potential impact of IPA II to the selected
sectors, while the future research should fo-
cus on other important factors for this topic.
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EFEKTI INSTRUMENATA PRETPRISTUPNE
POMOCI IPA I1 U BOSNI I HERCEGOVINI, NA
KOSOVU I U TURSKOJ

Sazetak

S obzirom da je jedan od ciljeva Europske unije (EU) gospodarski razvoj i mogucnost integracije
provodenjem temeljnih reformi kroz adekvatan strateski pristup, cilj ovog rada je utvrditi utjecaj politike
EU i instrumenata pretpristupne pomoci (IPA fond) u medunarodnom poslovnom okruzenju, s posebnim
naglaskom na Bosnu i Hercegovinu, Kosovo i Tursku. Ocito je da EU ne samo da pruza pomo¢ zeml-
Jjama kandidatima, ve¢ doprinosi stabilnosti, sigurnosti i prosperitetu zemljama korisnicama. Medutim,
ovakvim pristupom, odnosno instrumentima financijske podrske, EU namece i odredene promjene,
pri cemu je pokretanjem IPA Il programa nadmasila IPA I, ukljucujuci pet prioritetnih podrucja kao
kljucne segmente razvoja. Ve¢ se pokazalo da je ovaj program potpore od velikog znacaja za razvoj ze-
malja, obuhvaéenih istrazivanjem. Ova studija, takoder, potvrduje da IPA fondovi pomazu u politickim i
ekonomskim reformama drzava u tranziciji, pripremajuci ih za prava i obveze koje proizlaze iz clanstva
u EU. U provedbi ovog rada koristeni su sekundarni podaci, dostupni na sluzbenim web stranicama
Europske Unije. Kvantitativnom analizom podataka potvrdena je hipoteza rada, pokazujuéi znacajan
utjecaj IPA Il programa na definirane sektore u Bosni i Hercegovini, na Kosovu i u Turskoj.

Kljuéne rijeci: EU, drzave u tranziciji, utjecaj, medunarodno poslovno okruzenje, IPA 1l program
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