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PERCEPTIONS OF CORRUPTION AND
INFORMALITY AMONG BUSINESSPEOPLE
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Abstract

This research assesses perception of corruption in business-to-business and business-to-government inter-
actions by using empirical evidence from Serbia. Based on the survey data, it captures the perceptions of
corruption of business owners and managers of small and medium enterprises (SMEs) and examines their at-
titudes towards informal, licit, or illicit, business practices. The typology of SMEs according to their opinion on
corruption- and institutional-related obstacles resulted in three different clusters, based on several variables.
Moreover, empirical findings show that business is not much hindered by regulations but with a common
lack of trust in institutions, crime, and perceived corruption. SMEs are perceived as particularly affected by a
negative corrupt environment where large companies are seen as the source of corruption. The findings al-
low for the creation of lawful and incorruptible business policies, as well as ideas on preventing the common

practice of illicit trading with job positions in the public sector.

Keywords: corruption, informality, SMEs, B2B, B2G,
cluster analysis, Serbia
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1. Introduction

Serbia is regarded as a country with high levels of
corruption in all spheres of public life. Corruption is
thought to be omnipresent in politics, administration,
and in business. According to the 2020 Corruption
Perception Index (CPI), with a score of 38 out of 100
(score 100 denoting the least corrupt country) Serbia
was placed high on the list of countries with wide-
spread corruption (Transparency International 2021).
Moreover, the perceived levels of corruption in Serbia
did not change much in the last 10 years.

The previously installed anti-corruption policies in
Serbia were completely or partially inapt to truly com-
bat corruption, especially in the private sector (van
Duyne 2013). In addition, the anti-corruption agenda
in the transition societies focused mostly on the formal
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institutions and not on the informal ones, which left
the traditional social networks intact (Williams and
Vorley 2015). These informal networks were estab-
lished during socialism, and later during the 1990s
conflicts and consequent recessions in the Balkan, as a
substitute and/or as a complementary to formal insti-
tutions, which more often than not failed to regulate
everyday life (Tonoyan et al. 2010; Estrin and Prevezer
2011). As such, informal institutions could not be qual-
ified as negative or positive, but in those places where
they would obstruct the implementation and adop-
tion of new formal rules, they could be considered as
problematic. Therefore, corruption and informal prac-
tices remain perceived as perpetual and as insepara-
ble from political and economic life in Serbia (Resimi¢
2022). Given the historical circumstances, in particular
the 1990s conflicts in the region, coupled with the so-
cialist heritage in economic and political systems, and
given its present efforts to join the European Union,
Serbia presents a fine example of a transition econo-
my in the EU accession process.

Corruption and informality in business are re-
search topics that have previously received less at-
tention among scholars when compared with the
research on corruption in politics and government,
especially in Southeast Europe. Further, the existing
research was focused on corruption and large com-
panies or ‘big businesses’ (Round and Williams 2010).
Recently, a significant contribution was made by
Efendi¢ and Ledeneva in exploring and understand-
ing informal institutions and informal networking and
the costs of it for individuals in Southeast Europe (SEE)
(2020; 2021; 2022), as well by Williams and Efendic¢
(2021), however in relation to informal and undeclared
employment. Nevertheless, in order to advance and
deepen the understanding of everyday corruption
and informality in business in a country like Serbia, it
is necessary to explore and analyze the perceptions of
the relevant stakeholders — businesspeople, who own
informed views on the reality in which they partake.
Individuals’ opinions and their background character-
istics shape corruption perception beyond what could
be explained by their personal experience of corrup-
tion (Gutmann, Padovano and Voigt 2019).

The present study assesses private corruption in
business-to-business (B2B) and business-to-govern-
ment (B2G) interactions by using empirical evidence
from Serbia. It aims to contribute to contemporary
research on issues of corruption and informality in
business in the following ways. Firstly, this research
captures the perceptions of corruption of relevant
business actors — business owners and high-level man-
agers of small and medium enterprises (SMEs), which
stand as the main wealth generators and the biggest
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employers in Serbia (OECD 2022). Secondly, the em-
pirical research isolates the most pertinent manifesta-
tions of informal activities and describes the context
that causes the informality to occur. Thirdly, this study
is the first of its kind to collect and evaluate data on
private corruption in Serbia between businesses,
hence adding to the literature on the B2B type of cor-
ruption in the SEE region. Finally, clustering the sur-
veyed firms according to the opinions and attitudes
of their owners and managers regarding corruption-
and institutional-related obstacles for business offers
more in-depth insight into the problem and evidence-
based ground for deriving policy measures.

After the introduction, this paper examines the
theoretical framework and institutional context
around the concept of corruption and informality in
the private sector. Further, an overview of the litera-
ture is laid down to spot the research gaps and point
out the existing findings that relate to this research.
Then, the methodology and the survey data are ex-
plained. The cluster analysis and descriptive statistics
results are discussed in order to identify the particu-
lar groups within the business population that share
similar attitudes. The conclusion offers ideas for future
research in this domain.

2. Research Framework and Literature
Review

2.1. Theoretical framework

Corruption is a varied phenomenon, dependent on
cultural and situational interpretations. Definitions
used by scholars are usually broad, exactly due to the
elusiveness and lack of universality. The most used
definition, coined by the World Bank (2021), is that
corruption is the abuse of public power for private
gain. As pointed out by Cuervo-Cazzura (2016), this
short and broad definition is well-suited for analyzing
corruption beyond the public sector because the po-
tential costs of this abuse would become a burden of
the whole group (organization, company) rather than
to be borne by the one individual. This critical point is
the main argument why corruption is seen as predom-
inantly harmful to organizations, and thus to society.
Following this definition, one can differentiate
between public and private corruption. While public
corruption can be defined as an illegal activity where
public officials misuse office for private gains, private
corruption is the type of corruption that occurs when
a manager, or any employee with power, acts contrary
to the duties and obligations of the position he or she
occupies. Private corruption, or corporate corruption
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(Castro, Phillips and Ansari 2020), thus occurs when
managers, or any decision makers within a company,
take actions for their personal benefit, to the detri-
ment of the whole organization (Argandofa 2003).
Likewise, they could misuse their authority not only
for themselves but also for the organizational gain
(Ashforth and Anand 2003). These illegal actions and
activities may include, but are not limited to, “brib-
ery, fraud, financial crime, abuse, falsification, favorit-
ism, nepotism, manipulation, etc” (Bahoo, Alon and
Paltrinieri 2020, p. 2). Despite labeling the forms of pri-
vate corruption, evidence shows that individuals have
difficulties in identifying private corruption as their
perceptions usually depend only on their own experi-
ences and ethical judgments (Gopinath 2008; Burduja
and Zacharia 2019). Due to the nature of the mana-
gerial offenses, private corruption is often viewed
and analyzed as a white-collar crime (Cuervo-Cazurra
2016), and unlike public corruption, private corrup-
tion is typically considered a company’s internal prob-
lem that should be dealt with within the company
(Argandofia 2003). Having said that, these two types
of corruption frequently intertwine as private busi-
nesses are often a supply side in dealings with govern-
ments. Therefore, private corruption may exist within
one company, or between two separate companies,
or between a company and a public body (Cuervo-
Cazurra 2016).

Comparably, Burduja and Zacharia (2019) differ
between B2B corruption and B2G corruption. Yet, it is
not entirely clear if the B2B corruption is as damaging
to society as the B2G corruption is. Namely, the B2B
corruption does not abuse public office, nor does it
directly affect the society and general population.
However, both Argandofa (2003) and Burduja and
Zacharia (2019) argue that B2B corruption is harmful
because the corrupt behaviors carry reputational and
legal risks that can seriously damage the company,
and thus its employees. Moreover, B2B corruption
undermines the free-market rules and disrupts the
competition. S66t et al. (2016) point out that unethi-
cal behaviors lead to lower quality and higher prices
of goods and services, as well as to potential envi-
ronmental and health risks. These potential effects of
B2B corruption, therefore, influence the entire society,
which leads to the conclusion that B2B corruption is
in fact a destructive phenomenon on a societal level.

But can corruption be of use to those doing busi-
ness? Is corruption perceived as “grease in the wheels”
or “sand in the wheels"? Literature provides evidence
that both claims could be true, depending on the
context. However, the majority of scholars agree that
corruption has adverse effects on private businesses.
Mauro (1997), for example, provides evidence that
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corruption diminishes willingness to invest, while
Kaufmann (1997) argues that corruption causes ad-
ditional economic costs that otherwise would not be
necessary. Nonetheless, certain scholars argue that
corruption can benefit businesspeople and their busi-
nesses, especially in those countries with weak admin-
istrative apparatus. These benefits present themselves
mainly as shortcuts to overcome administrative and
bureaucratic difficulties more efficiently (Méon and
Sekkat 2005; Mendoza, Lim and Lopez 2015). The in-
efficient administrations create private and public
deadweight losses and corruption then works as a
market correction measure (Tonoyan et al. 2010). In
some cases, larger companies with little competition
and more resources also tend to view corruption as
more favorable than smaller firms do (Sahakyan and
Stiegert 2012). So, the size and firm’s market position
also play a role when it comes to perceiving corrup-
tion as favorable to business. However, more recent
studies show evidence that corruption never actually
helps businesses, it just makes less damage in those
business climates that were not favorable for econom-
ic growth in the first place (Dutta and Sobel 2016).

There are many political and societal factors that
influence the perception of the role of corruption and
informality in doing business. While some countries
may have inefficient administrative apparatus, busi-
nesspeople may still choose not to engage in corrupt
and informal activities because of countries’ cultural
and societal contexts (Chavance 2008). Thus, to per-
ceive corruption and informal practices as grease in
the wheels, the inefficiency of the state must be cou-
pled with other factors, such as the existence of strong
informal networks, like elaborated kinships and mafia
(Tanzi 1994). Additionally, corporate culture and high
cultural esteem for money and success can lead to
corrupt behaviors, especially in those environments
where regulation is lacking, and conditions are com-
petitive or constrained (Passas 1990; Vaughan 1983).
In these circumstances, corrupt behaviors are hence
not perceived as deviant or illicit, but rather as “inno-
vation” or “non-conformity” to the situation (Passas
1990). Furthermore, businesspeople may be ambiva-
lent towards corruption and perceive it simultaneous-
ly as both good and bad, depending on the situation
(Denisova-Schmidt and Prytula 2018; Ledeneva and
Efendic¢ 2022 for SEE). Hence, when discussing corrup-
tion and business, the outside factors need to be con-
sidered - political, societal, and cultural (Lambsdorff
2007), and the context needs to be interpreted as well
(Marquette and Peiffer 2015).

Moreover, it is exactly the context that establishes
the differentiation between corruption and informal-
ity in business dealings. Informality is an essential part
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of social life, present in all societies across the globe
(Polese, Morris and Kovacs 2016). It exists as a supple-
ment or substitute to formal rules and institutions,
depending on the (lack of) confidence and reliance
on the formal institutions (Efendi¢, Pugh and Adnett
2011). In relation-based societies, which operate on
a high-context basis, business networks and connec-
tions are as important as the institutional framework
regulated by governments (Simi¢ Banovi¢ 2015). In
these societies, the public and private spheres are not
distinctively separated, but in fact, they usually inter-
twine (Baez-Camargo and Ledeneva 2017). Thus, in
Serbia, and in other countries of the former Yugoslavia,
where in-group relations create the business context,
informal practices are a regular occurrence, particu-
larly among businesspeople (Efendi¢ and Ledeneva
2020). Empirical research has shown that informal
networking is predominantly present in institutionally
impaired systems, and just like corruption, informal
dealings principally serve as a remedy for failures of
formal institutions and inadequate economic policies
(Efendi¢, Pugh and Adnett 2011; Pasovic and Efendic¢
2018). However, these informal practices carry substan-
tial costs in terms of time and money, which suggests
they are not the best corrective solution to the faulty
institutional framework (Efendi¢ and Ledeneva 2020).

2.2, Institutional context and corruption in
Serbia

Serbia has gone through a turbulent political and eco-
nomic transition after the dissolution of the former so-
cialist Yugoslav state. In the 1990s the newly formed
country faced transition issues and additional misfor-
tunes such as wars and international embargoes. This
created an especially fertile ground for corruption
(Bolci¢ 2014) since the business environment became
lawless (Arandarenko in Krsti¢ and Schneider 2015),
with many individuals and businesses turning to the
shadow (informal) economy (Andreas 2005).
Furthermore, even the Serbian government itself
operated in the grey zone to circumvent the interna-
tional embargo. This mainly was the case with foreign
trade and customs - Serbia was illegally transferring
money abroad, primarily via Cyprus, to buy food, oil
and arms used in the ongoing wars (“patriotic smug-
gling”, Antonic 2002, p. 371).

Since 1990-1991 the emergence of entrepreneurs
and private owners made a deep impact on the struc-
ture of the Serbian economy (Bol¢i¢ 2003). However,
given the political and economic instability, most of
the privately owned companies did not significant-
ly grow and remained small (Bolci¢ 1994, as cited in
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Trifunovi¢ 2015). Nevertheless, due to the economic
isolation of the country, the local businesses played an
important role in the Serbian transition (Uvali¢ 2001;
Risti¢ 2004; Sabi¢ et al. 2012).

Following the academic trends of the 1990s known
as the “anti-corruption consensus” (Bukovansky 2006),
or as the “corruption paradigm” (Ledeneva 2009),
beginning the 2000s, there has been a surge in the
literature on corruption in Serbia. However, this re-
search on corruption perception largely focuses on
the public sector and the corruption of public officials
(Begovi¢ and Mijatovi¢ 2001; lbid. 2007; Pesi¢ 2007).
Correspondingly, there are several studies that focus
on citizens' perception and experience with corruption
in society in general (e.g,, UNODC 2011) or in specific
sectors, e.g., police (Petrovi¢, Dordevi¢ and Savkovic¢
2013), healthcare (Vasiljevi¢-Prodanovi¢ 2015), cus-
toms (Begovic¢ et al. 2002), education (Gredelj 2007)
or judiciary (Begovi¢, Mijatovi¢ and Hiber 2004).
Likewise, corruption has often been examined in rela-
tion to the anti-corruption policies and administrative
reforms made to fight corruption (e.g., Unijat 2006;
BIRODI 2013; UNDP Serbia 2015).

On the contrary, even though it is widely discussed
in the media and among Serbian political elites, cor-
ruption in Serbian business is an area that did not
receive sufficient attention from scientists. This is
comprehensibly due to the difficulty of data collect-
ing. Business matters are usually kept secretive, and
businesspeople are not an easy target group to be
approached as they are often cautious and reserved
when asked about the particularities of their dealings.
Thus, there is only a limited number of studies on cor-
ruption in private business.

The first research on this topic was conducted by
Begovi¢ and Mijatovi¢ (eds) (2001; 2007) exploring the
corruption experiences of businesspeople in relations
with public officials. Between two surveys during the
five years period, corruption for the exercise of rights
has decreased the most, whereas the levels of corrup-
tion for breaking the law and corruption for changing
the law stagnated. Moreover, the lack of rule of law
was perceived as the most important cause of corrup-
tion, which explained the businesspeople’s significant
lack of trust in the institutions. Another study on the
bribery demands as experienced by the Serbian en-
trepreneurs in relation to public officials revealed that
bribery of civil servants was omnipresent, and even
viewed as an additional tax in every business under-
taking (Vukovi¢ 2002). Relatedly, there is evidence of
the importance of the institutional environment when
doing business (Dzuni¢ and Golubovi¢ 2018; Dreher,
Kotsogiannis and McCorriston 2009; Djankov et al.
2002). In a survey on the effects of corruption on the
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establishment of new businesses in Serbia, the re-
spondents were the owners of SMEs, and 60% of them
admitted to engaging in corrupt behaviors when start-
ing a business (lvanovi¢-Djuki¢ et al. 2019). In a study
of businesspeople’s perspectives on corruption in the
business sector, as well as on the governments’ role
in fighting corruption in the Western Balkans (Serbia
included) the results showed that businesspeople
from the whole region perceive corruption as a nega-
tive phenomenon that needs to be dealt with, firstly
through government-led measures and actions, but
also by the actions of individuals and private organi-
zations (Budak and Rajh 2014). Also, evidence from
this study showed a correlation between viewing cor-
ruption as “greasing the wheels” and businesspeople’s
involvement in corruption. This finding shows that
attitudes influence business behavior, as well as the
other way around. Similarly, an analysis of corruption
perceptions of managers in three countries, Croatia,
Serbia, and Slovenia, revealed that managers whose
firms have contracts with the government, and those
who are often met with petty corruption, perceive
corruptive practices as a major obstacle to their busi-
ness activities (Botri¢ 2020).

Existing literature predominantly examined views
of businesspeople on corruption in relation to public
officials and activities relating to the state bureau-
cracy and was focused on the whole private sector,
independent of the firm size. Informal practices and
corruption in everyday business, and among busi-
nesses themselves, remained largely unexplored. This
research hence fills the gap by exploring the B2B and
B2G aspects of corruption and informality among
businesspeople in Serbian firms. As such, this research
could (and should) have wider implications for the
whole Western Balkan region in terms of understand-
ing the business environment and potentially creating
effective anti-corruption policies.

3. Data and Methodology

3.1. Questionnaire

Data were collected by conducting a survey in a form
of an online questionnaire, which was administrated
in the period from October 2020 until June 2021. The
targeted sample was owners and managers of SMEs
in Serbia. The SMEs were chosen for this study due to
their importance for the Serbian economy: 99% of all
enterprises in Serbia are SMEs and more than 65% of
all labor force is employed in the SMEs (OECD 2022).
The questionnaire was divided into several the-
matic parts. In the first part, the respondents were
asked about what behaviors they see as acceptable
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when doing business in Serbia, and what gifts be-
tween business partners are, in their opinion, a com-
mon practice. The second part consisted of questions
addressing various hypothetical situations that may
be construed as dubious or deviant, depending on
the perception of the respondent. Respondents were
offered an array of answers, ranging from being com-
pletely law-abiding to those that can be construed as
corrupt, which all contain reactions to hypothetical
situations. There were nuances between the present-
ed reactions, which offer a grey zone between the two
extremes. In these sections, respondents could choose
from more than one answer because the hypotheti-
cal reactions and their reasons to choose a certain re-
sponse may overlap. The last part of the questionnaire
explored the perception of corruption, based on the
Likert scale, in relation to public institutions.

3.2. Sample

The survey participants were chosen and contacted
through personal connections of the author and
through business associations. To additionally in-
crease the sample the snowball technique (the chain
referral sampling) was applied. This technique is usu-
ally used when surveying hidden or hard-to-reach tar-
geted sample (Burduja and Zaharia 2019), which was
the case with the Serbian businesspeople.

Invitation to fill out this online questionnaire was
sent to 312 different e-mail addresses. 102 responses
came back, giving a response rate of 32.7%. Those
who did not fill out the questionnaire justified it with a
lack of time, lack of interest and unfamiliarity with the
research topic. The characteristics of respondents are
presented in Table 1. A dominant respondent in the
sample is a female director of a micro firm in the ICT
sector in Belgrade, aged between 30-39 years, with
post-graduate education.

3.3. Empirical Methodology

In the first step of the analysis, we cluster different
business respondents based on their views on topics
connected to corruption and informal behavior. The
propensity to corrupt and to support informalities in
doing business is related to (1) trust in the judiciary
and police and (2) perceptions of institutional barri-
ers hindering business (Budak and Rajh 2014). Further,
perceptions of the negative impact of corruption and
crime together with perceived sources of corruption
might delineate the typology of SMEs and different
groups of firms calling for different anti-corruption
remedies to alleviate the corruption risk faced by busi-
nesses in Serbia.
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Table 1. Summary statistics of sampled respondents

Variable n Mean St. Dev.
Gender
Female 64 0.63 0.49
Male 36 0.36 0.48
No information 1 0.01 0.10
Age categories
20-29 7 0.07 0.25
30-39 55 0.54 0.50
40-49 16 0.16 0.37
50-59 16 0.16 0.37
60> 7 0.07 0.25
Education
Secondary 17 0.17 0.37
Tertiary 42 0.41 0.49
Post-graduate 42 0.42 0.50
Size of respondents’ firm
Micro 51 0.51 0.50
Small 30 0.29 0.46
Medium 11 0.11 0.31
Large 9 0.09 0.29
Position of respondent within firm
Owner or Director 74 0.73 0.44
Manager 17 0.17 0.37
Worker 10 0.10 0.30
Sector of respondents’ firm
Manufacturing 17 0.17 0.38
Utilities 7 0.07 0.26
Construction 4 0.04 0.20
Wholesale and retail 7 0.07 0.26
Transport and warehousing 7 0.07 0.26
Catering 5 0.05 0.22
ICT 22 0.22 0.41
Financial services 15 0.15 0.36
Legal services 4 0.04 0.20
Other services 12 0.13 0.34
Region of respondents’ firm
Belgrade 76 0.75 0.43
Southern and Eastern Serbia 11 0.11 0.30
Sumadija and Western Serbia 6 0.06 0.24
Vojvodina 8 0.08 0.26
Firm is multinational
No 74 0.73 0.44
Yes 18 0.18 0.38
No info 9 0.09 0.29
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Clustering was carried out using the K-means clus-
ter method with Euclidean (L2) distance as a similar-
ity measure. This method partitions n observations
into k clusters in which each observation belongs to
the cluster with the nearest mean (cluster centroid).
Clustering was based on several variables: (1) Trust
in institutions (TRUST); (2) Inspections as an obstacle
for business (INSP); (3) Regulation as an obstacle for
business (REG); (4) Crime as an obstacle for business
(CRIME); (5) SMEs are more negatively affected by cor-
ruption (SME); and (6) Large businesses are a source
of corruption (LARGE). Calinski and Harabasz pseudo-
F index (Calinski and Harabasz 1974) and the Duda-
Hart Je(2)/Je(1) index (Duda, Hart and Stork 2001)
were used as a criterion for determining the optimal
number of clusters in a dataset. For both rules, index
values are calculated for several different number of
clusters, and larger index values indicate more distinct

Table 2. K-means cluster analysis results

clustering. Mean values were calculated for TRUST,
INSP, REG, and CRIME variables, and these mean val-
ues were taken as input in the K-means cluster analy-
sis (Appendix 1). Both SME and LARGE are measured
using a single-item scale, so their original values were
taken as input in the K-means cluster analysis.

4. Results

4.1 Cluster analysis

Results of the K-means cluster analysis differentiated
three homogeneous segments of business respond-
ents (Table 2 and Figure 1). Due to missing values (19
data entries are missing for CRIME, 11 for INSP, and 10
for REG - some of these missing values are overlap-
ping), our sample was reduced to 78, which provides
exogenous limitations for further investigation and

Values Total sample  Cluster 1 Cluster2  Cluster3 ANOVA
(n=178) (n=21) (n=43) (n=14) F-statistics
Trust in institutions (TRUST) 234 1.86 2.71 1.58 14.7625%**
Inspections are an obstacle for business (INSP) 2.08 3.00 1.42 2.86 32.2033*%**
Regulations are an obstacle for business (REG) 2.90 3.76 2.23 3.64 32.0029%**
Crime is an obstacle for business (CRIME) 2.62 3.24 1.76 418 48.0582***
SMEs are more negatively affected by corruption (SME) 3.74 3.00 3.79 4.86 16.2812%**
Large businesses are source of corruption (LARGE) 3.40 2.29 3.51 4,57 20.8102%**

Notes: *** p<0.01. Apart from F-statistic, table contains means for all variables across total sample and different clusters.

Figure 1. K-means cluster analysis results

Trust in institutions Inspections are an
(TRUST) obstacle for
business (INSP)

obstacle for
business (REG)

eee@ee Cluster1(n=21)
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more demanding empirical econometric analysis. All
three groups have low levels of trust in institutions
and differ largely in corruption-related variables.

Members of Cluster 1 consider inspections as well
as organized and petty crime as moderate obstacles
for their firm business operations. According to their
perception, a somewhat more serious obstacle to do-
ing business is connected to regulations and legisla-
tion. However, firms in Cluster 1 do not see large busi-
nesses as a source of corruption, neither that SMEs are
more affected by corruption.

The level of trust in institutions is the highest in
Cluster 2, yet still rather weak. For Cluster 2 members,
in distinction to other respondents, inspections pre-
sent almost no obstacle to doing business, and en-
forced regulations are seen only as a small obstacle.
The most interesting perception among Cluster 2 re-
spondents is that crime is posing a minor obstacle to
their firm’s business operations. On the contrary, SMEs
are seen as strongly affected by corruption and large
companies as generators of corruption.

Cluster 3 members have the lowest trust in insti-
tutions and share the opinion of Cluster T members
that inspections and regulations stand as moderate
obstacles to doing business. Regarding the influence
of crime and corruption on doing business, their view
is rigorous: crime is the biggest obstacle for business
if compared to administrative barriers such as inspec-
tions and regulations. Additionally, they decidedly
view large companies as sources of corruption and
strongly agree that SMEs are victims of corruption
more than large-sized firms.

Next, we examine the differences among the iden-
tified clusters based on the respondents and their firm
characteristics (Appendix 2).

Cluster 1 characteristics are in line with the sample
average. A bit differing attribute is that the respond-
ents are mostly in their 30s, representing firms operat-
ing in the manufacturing and service sector. Over half
of the firms in Cluster 1 are operating in financial, le-
gal, and other services.

Cluster 2 is prevalently and above the sample
average consisting of women and well-educated
postgraduate respondents. The cluster members are
owners and managers of mostly micro firms and two-
thirds of them are between the age of 30 to 39. This
group is specific for the largest regional dispersion of
firms outside of the Belgrade capital and for the larg-
est share of multinationals. The leading business activ-
ity of firms in Cluster 2 is manufacturing. In line with
other respondents’ attributes and not surprisingly,
firms operating in ICT and financial sectors represent
an important share as well (19% each).

Cluster 3 differs mostly from the sample average. It
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has an equal gender structure, the higher proportions
of older respondents aged over 50 and respondents
with secondary education level attained. The vast ma-
jority of firms in Cluster 3 are micro and small firms,
whereas there are only one large, and no medium
companies present. In comparison to other clusters,
firms are mostly operating in catering, wholesale and
retail, transport, and warehousing sectors. A further
distinction is that the large majority of firms in Cluster
3 (86%) are operating in national or regional markets.

4.2, Corruption and informal behavior
between clusters

Once the typology of clusters has been determined,
detailed analyses of attitudes and behavior follow to
shed light on B2B and B2G corruption and informal
practices in Serbia.

4.2.1. B2B Corruption and informal practices

When doing business in Serbia, non-monetary gifts
to business partners, together with hospitable and
friendly signs of appreciation, are regarded as accept-
able and licit. On the other hand, only a small percent-
age of respondents see money as conventional and
customary. It can be observed that taking business
contact for a treat is a widely acceptable practice for
Cluster 1 members. Businesspeople in Cluster 3 are
against favoring business partners’ or employees’
friends and relatives but see accepting gifts in cash
from business partners as tolerable practice (Figure 2).

Figure 3 depicts a somewhat contradicting situ-
ation — even though monetary gifts are perceived as
illicit, the vast majority of respondents (74%) heard of
it as being the most common gift in the Serbian busi-
ness community. Here large differences in the opin-
ion among clusters are observed. Members of Cluster
3 completely agree on the omnipresent practice of
bribery in cash, distinctive to the opinion of Cluster 2
(65%). Cluster 3 respondents strongly believe that all
types of gifts in the business community are common,
including hiring in the public sector.

Attitudes towards morally acceptable practices in
B2B relations might differ from firms’ practices in rela-
tion to the corruption pressure. Firms would refuse to
take expensive personal gifts to ensure future deals or
stocks in a partner’s company, or to do him a non-dis-
closed favor. However, when it comes to hiring, more
consent reactions could be expected. Thus, over 70%
of Cluster 3 members would by request gladly employ
a business partner adult child (Figure 4).
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Figure 2. What are acceptable behaviors and gifts in business?
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Figure 4. Propensity for B2B bribes

Cluster 1 Cluster 2 Cluster 3 Total sample

Scenario A 15.0

Scenario C 356 - 459 727 - 530
Scenano D 421 - 50.0 50.0 - 479
I T T r T T r T T I T T
0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%
BN No Yes

Notes: Different scenarios presented in Figure 4 include:

A. After successfully completing a joint project, your business partner gives you as a gift an expensive hand watch
(2,000 EUR worth). He gives it to you and only says that he will count on you in his future dealings. Would you ac-
cept this gift?

B. Your business partner asks you for a favor: he will give you a block of stock in his company if you give him your

storage for him to use. When you ask what he wants to store he doesn't want to disclose. Would you do him this
favor?

C. Your adult child cannot find work and you desperately want to help him/her. Would you ask your business partner
to hire your adult child as a favor to you?

D. Your business contact asks you for a favor. He asks you to hire his cousin in your company. In exchange, he would
offer you more favorable conditions in the contract between yours and his company. Would you hire his cousin?

4.2.2. B2G corruption

The propensity to bribe public officials is as assumed,  administrative procedures or to ensure preferential
in line with the perceived administrative obstacles treatment. However, over half of the firms in Cluster
for business. The majority of businesspeople would 3 would upon request hire a public official’s family
not turn to illegal practices of this kind to speed up  member in exchange for benefits (Figure 5).
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Figure 5. B2G bribes in favors

Cluster 1 Cluster 2

Scenario A

Scenario B

Cluster 3 Total sample

T T I T
0% 50% 100% 0% 50%

T r T T r T T
100% 0% 50% 100% 0% 50% 100%

I No

Yes

Notes: Different scenarios presented in this figure include:

A. You are fulfilling administrative tasks for your company in your municipality. An official who oversees
your file seems to be very slow and overall reluctant in giving you necessary information to finalize the
procedure. Do you offer him something (cash or a gift) as a stimulus to execute his task as professionally
as possible?

B. Public official asks you for a favor. He asks you to hire his family member in your company in exchange for
preferential treatment of your company at the public institution where the official works. What do you do?

Different practice is observed in paying bribes
in cash (Figure 6). Members of Cluster 3 would more
than average bribe in cash, distinctive to the mem-
bers of Cluster 2. Paying a requested small bribe to a
local bureaucrat or tax officer is acceptable for almost

South East European Journal of Economics and Business, Volume 17 (2) 2022

one-third of firms in Cluster 1. When it comes to more
serious amounts and business deals such as winning
the public tender where bribing higher officials are
requested, Cluster 2 again proves to be the ‘cleanest’
cluster.
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B2G bribes in cash

Cluster 1 Cluster 2 Cluster 3 Total sample

Scenario A 385

[l
Ll
~

Scenario B 192

Scenario C 26.0

Scenario D 205

I T T T T T I T T
0% 50% 100% 0% 50% 100% 0% 50% 100% 0% 50% 100%

No Yes

Notes: Different scenarios presented in this figure include:

A.

You are fulfilling administrative tasks for your company in your municipality. An official who oversees your
file tells you that for 100 EUR he would speed up the process and you would obtain a better service over-
all. Would you pay this price?

Your company is struggling financially, and your company has never been in a worse situation. You are
therefore applying for a tax break. An official who oversees your file tells you that for 500 EUR he can
guarantee that you would indeed get this tax break. Would you pay this price?

Your company is competing at the local public tender which would be a significant financial opportunity
for your company. During the process, an official in charge asks you for 1,000 EUR in exchange for award-
ing your company on the tender. Would you pay this price?

Your company applied for the open call for the public procurement of certain goods for one ministry. A
third party approaches you and informs you that for a fee of 5,000 EUR your company would win the pro-
ject. This person acts as an intermediary between companies that applied for the project and the Minister
himself. Would you pay this price?

In B2G relations, managers are more reluctant to  both B2B and B2G relations, businesspeople working
pay bribes and more likely to follow official proce- in SMEs consider informal practices more acceptable
dures than owners. The ICT sector is the least likely  than bribery and would employ them for the sake of
to pay the bribe. Based on the example of hiring, in  keeping good business relations.
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5. Discussion and Conclusions

This research contributes to the understanding of
perceived obstacles, attitudes, and corruption-related
behavior of businesspeople in Serbia. The generally
very low level of trust in institutions is persistent and
in line with previous findings of Begovi¢ and Mijatovic¢
(2001; 2007). Somewhat unexpected, though, inspec-
tions are not considered a major problem for SMEs
in Serbia, and bribes are not commonly employed as
grease in the wheels. When compared to the situation
of 20 years ago (Vukovi¢ 2002), this finding indicates
an improvement in the functioning of the Serbian
public administration in terms of bribery. Everyday
business is not much burdened with regulations ei-
ther but hindered by crime and perceived corrup-
tion. The SMEs are more hit by the prevalent corrupt
environment where large companies are seen as the
source of corruption. Accompanied by no trust in in-
stitutions, this finding indicates a common perception
of the existence of close ties between large corporate
businesses and political structures, which generates
the persistent and widespread prevalence of corrup-
tion in Serbia.

This research also points out that SMEs, which
make up the dominant part of the Serbian economy,
are not prone to corruption, but instead perceive
themselves as the main victims of corruption in busi-
ness. In line with this finding, different anti-corrup-
tion policies should be developed to address grand
corruption and alleviate the burden on SMEs. Here
the differences observed among groups of SMEs are
instructive to derive measures to cease corruption
pressure. Micro and small firms operating in dynamic
and propulsive sectors such as ICT and financial ser-
vices (and often beyond the national market) do not
burden themselves with existing administrative and
regulative system failures. Young and well-educated
businesspeople are less prone to bribe and employ in-
formal practices to achieve their business goals. Both
these findings should be however explored further to
understand the reasons why these populations are
more prone than others to run “clean” businesses.

These findings give ground for promoting lawful
and incorruptible internal business policies. Raising
awareness that corrupt behavior encompasses not
only bribes in cash or expensive gifts but includes

South East European Journal of Economics and Business, Volume 17 (2) 2022

favors as well in exchange for a preferential treatment,
or just to keep good business relations, is one of the
key anti-corruption policy targets. Similarly, the role
of businesses in combating B2B corruption is a topic
worth further exploring given the respondents’ ex-
pressed (dis)trust in institutions and their (in)ability to
fight corruption. Aimed research, especially with the
objective to shape effective firms'anti-corruption poli-
cies, could thus contribute to finding potential inter-
nal and external solutions for preventing both the B2B
and B2G corruption and blowing the whistle on cor-
rupt activities. Additionally, educational system could
also be used as a vehicle to promote “clean” business
and as such serve as an impetus for changes in busi-
ness practices. As far as it considers recommendations
for public policies, the perceived common practice of
illicit trading with job positions in the public sector
needs to be carefully addressed by increased transpar-
ency of hiring procedures and monitoring.

The sum of all findings could be applied in the
wider context of Southeast European countries and
used for understanding business codes in the whole
EU periphery region.

This research is not without limitations, primarily
since it captures the situation at one pointin time only
and since the sample is small. Thus, we only investi-
gate correlations and associations instead or causa-
tions, which would require a panel data set structure.
Furthermore, we do not have a representative survey
as the final sample of 78 respondents is insufficient
to claim so, and the results would be more applicable
for deriving specific policy measures if large compa-
nies would also be included, allowing for more de-
tailed sectoral analysis in future studies. Finally, there
is a limitation in the form of a possible cognitive bias,
regarding the semantics used in the questionnaire.
Corruption as a word usually subconsciously creates
negative associations. To prevent cognitive bias, the
questions in the survey did not contain obvious words
like corruption, fraud, bribe, etc. However, throughout
the questionnaire, the respondents could have per-
ceived what the overall topic of the survey was and
that could have influenced their responses in the form
of self-censorship.

61



PERCEPTIONS OF CORRUPTION AND INFORMALITY AMONG BUSINESSPEOPLE

References

Andreas, P. 2005. Criminalizing Consequences of Sanctions:
Embargo Busting and Its Legacy. International Studies
Quarterly 49 (2): 335-360.

Antoni¢ S. 2002. Zarobljena Zemlja: Srbija za Vlade
Slobodana Milo3evica. (Captured Country: Serbia during
the Rule of Slobodan Milo3evic). Beograd: Otkrovenje.

Arandarenko M. 2015. The Shadow Economy: Challenges to
Economic and Social Policy. In Formalizing the Shadow
Economy in Serbia. Contributions to Economics, edited
by G. Krsti¢ and F. Schneider, 5-13. Cham: Springer.

Argandoia, A. 2003. Private-to-private Corruption. Journal
of Business Ethics 47 (3): 253-267.

Ashforth, B. E. and Anand, V. 2003. The normalization of
corruption in organizations. Research in Organizational
Behaviour 25: 1-52.

Baez-Camargo, C. and Ledeneva, A. 2017. Where Does
Informality Stop and Corruption Begin? Informal
Governance and the Public/Private Crossover in Mexico,
Russia and Tanzania. The Slavonic and East European
Review 95 (1): 49-75.

Bahoo, S., Alon, I. and Paltrinieri, A. 2020. Corruption in in-
ternational business: A review and research agenda.
International Business Review 29 (4): 101660.

Begovi¢, B., and Mijatovi¢, B., eds. 2001. Corruption in Serbia.
Belgrade: Center for Liberal Democratic Studies.

Begovi¢, B., Mijatovi¢, B., Sepi, R., Vasovi¢, M., and Vukovi¢,
S. 2002. Corruption at the Customs: combating corrup-
tion at the customs administration. Belgrade: Center for
Liberal Democratic Studies.

Begovi¢, B, Mijatovi¢, B., and Hiber, D. 2004. Corruption in ju-
diciary. Belgrade: Center for Liberal Democratic Studies.

Begovi¢, B. and Mijatovi¢, B., eds. 2007. Corruption in Serbia
five years later. Center for Liberal-Democratic Studies,
Belgrade: Akademija.

Biro za drustvena istrazivanja (BIRODI) 2013. Borba protiv
korupcije u Srbiji - Alternativni izvestaj. (Fight against
Corruption in Serbia - Alternative Report). Belgrade:
OSCE.

Bol¢i¢, S. 2003. Blocked Transition and Post-Socialist
Transformation: Serbia in the Nineties. William Davidson
Institute Working Papers Series 2003-626. University of
Michigan: William Davidson Institute.

Bol¢i¢, S. 2014. The essence and manifestations of societal
destruction: Serbia since the beginning of the nineties.
Corvinus Journal of Sociology and Social Policy 5 (2):
3-30.

Botri¢, V. 2020. Managers’ Perception of Corruption in
Croatia, Serbia and Slovenia. Hrvatska i komparativna
javna uprava: ¢asopis za teoriju i praksu javne uprave 20
(4): 699-731.

Budak, J. and Rajh, E. 2014. Corruption as an obstacle for do-
ing business in the Western Balkans: A business sector

62

perspective. International Small Business Journal 32 (2):
140-157.

Bukovansky, M. 2006. The Hollowness of Anti-Corruption
Discourse. Review of International Political Economy 13
(2): 181-209.

Burduja, S. I. and Zaharia, R. M. 2019. Romanian Business
Leaders' Perceptions of Business-to-Business Corruption:
Leading More Responsible Businesses?. Sustainability 11
(20), 5548: 1-27.

Calinski, T., and Harabasz, J. 1974. A dendrite method for
cluster analysis. Communications in Statistics (3): 1-27.

Castro, A., Phillips, N., and Ansari, S. 2020. Corporate cor-
ruption: a review and agenda for future research. The
Academy of Management Annals 14 (2): 935-968.

Chavance, B. 2008. Formal and informal institutional
change: the experience of postsocialist transforma-
tion. The European Journal of Comparative Economics 5
(1):57-71.

Cuervo-Cazurra, A. 2016. Corruption in international busi-
ness. Journal of World Business 51: 35-49.

Denisova-Schmidt, E., and Prytula, Y.G. 2018. Business cor-
ruption in Ukraine: A way to get things done? Business
Horizons 61: 867-879.

Djankov, S., La Porta, R., Lopez-De-Silanes, F, and Shleifer,
A. 2002. The Regulation of Entry. Quarterly Journal of
Economics 117 (1): 1-37.

Dreher, A., Kotsogiannis, C., and McCorriston, S. 2009. How
do institutions affect corruption and the shadow econo-
my? International Tax and Public Finance 16 (6): 773-796.

Duda, R. O., Hart, P. E,, and Stork, D. G. 2001. Pattern
Classification. 2nd ed. New York: Wiley.

Dutta, N., and Sobel, R. 2016. Does corruption ever help en-
trepreneurship?. Small Business Economics 47: 179-199.

Dzuni¢, M., and Golubovi¢, N. 2018. Perceived corruption in
business environment: Exploring the underlying causes.
E a M: Ekonomie a Management 21 (4): 48-64.

Efendi¢, A., and Ledeneva, A. 2020. The importance of be-
ing networked: The costs of informal networking in
the Western Balkans region. Economic Systems 44 (4):
100784.

Efendi¢, A., Pugh, G., and Adnett, N. 2011. Confidence in for-
mal institutions and reliance on informal institutions in
Bosnia and Herzegovina: an empirical investigation us-
ing survey data. Economics of Transition and Institutional
Change 19 (3): 521-540.

Estrin, S. and Prevezer, M. 2011. The role of informal institu-
tions in corporate governance: Brazil, Russia, India, and
China compared. Asia Pacific Journal of Management 28
(1):41-67.

Gopinath, C. 2008. Recognizing and Justifying Private
Corruption. Journal of Business Ethics 82 (3): 747-754.

Gredelj, S. 2007. Stavovi zaposlenih na Beogradskom uni-
verzitetu o korupciji. (University of Belgrade Employees’
Attitudes on Corruption). Filozofija i drustvo 34: 237-271.

South East European Journal of Economics and Business, Volume 17 (2) 2022



PERCEPTIONS OF CORRUPTION AND INFORMALITY AMONG BUSINESSPEOPLE

Gutmann, J,, Padovano, F, and Voigt, S. 2020. Perception
vs. experience: explaining differences in corruption
measures using microdata. European Journal of Political
Economy 65, 101925.

Ivanovi¢-Djuki¢, M., Lepojevi¢, V., Stefanovi¢, S., Van Stel,
A. and Ateljevi¢, J. 2019. Corruption as an Obstacle for
Starting a New Business in Serbia. International Review
of Entrepreneurship 17 (1): 37-57.

Kaufmann, D. 1997. Corruption: The Facts. Foreign Policy
107: 114-131.

Lambsdorff, J. G. 2007. The institutional economics of
corruption and reform: Theory, evidence and policy.
Cambridge university press.

Ledeneva, A. 2009. Corruption in Postcommunist Societies
in Europe: A Re-examination. Perspectives on European
Politics and Society 10: 69-86.

Ledeneva, A., and Efendi¢, A. 2021. The rules of the game
in transition: how informal institutions work in South
East Europe. The Palgrave Handbook of Comparative
Economics: 811-845.

Ledeneva, A., and Efendi¢, A. 2022. There is no free lunch:
Informal networking and its costs for entrepreneurs in
South East Europe. Europe-Asia Studies (in press)

Marquette, H. and Peiffer, C. 2015. Corruption and Collective
Action. DLP/U4 Research Paper 32, Developmental
Leadership Program. University of Birmingham.

Mauro, P. 1997. Why Worry about Corruption? Economic
Issues No. 6, International Monetary Fund.

Mendoza, R. U, Lim, R. A, and Lopez, A. O. 2015. Grease
or sand in the wheels of commerce? Firm level evi-
dence on corruption and SMEs. Journal of International
Development 27 (4): 415-439.

Méon, PG. and Sekkat, K. 2005. Does corruption grease or
sand the wheels of growth? Public Choice 122: 69-97.
Organisation for Economic Co-operation and Development
2022. Financing SMEs and Entrepreneurs 2022: An OECD
Scoreboard. OECD iLibrary. https://www.oecd-ilibrary.
org/sites/8bc6e718-en/index.html?itemld=/content/
component/8bc6e718-en (accessed September 5, 2022).

Pasovic, E., and Efendi¢, A. 2018. Informal economy in Bosnia
and Herzegovina-an empirical investigation. The South
East European Journal of Economics and Business 13 (2):
112-125.

Passas, N.1990. Anomie and Corporate
Contemporary Crises Vol.14: 157-178.

Pesi¢, V. 2007. State Capture and Widespread Corruption in
Serbia. CEPS Working Document No. 262.

Petrovi¢, P, Dordevié, S. and Savkovi¢, M. 2013. Citizens of
Serbia on Police Corruption. Belgrade: Belgrade Centre
for Security Policy.

Polese, A. Morris, J. and Kovacs, B. 2016. States: of
Informality in post-socialist Europe (and beyond).
Journal of Contemporary Central and Eastern Europe 24
(3):181-190.

Deviance.

South East European Journal of Economics and Business, Volume 17 (2) 2022

Resimi¢, M. 2022. Capture Me If You Can: The Road to the
Political Colonisation of Business in Post-Milosevi¢
Serbia. Europe-Asia Studies: 1-24.

Risti¢, Z. 2004. Privatisation and foreign direct investment
in Serbia. SEER: Journal for Labour and Social Affairs in
Eastern Europe 7 (2): 121-136.

Round, J., and Williams, C. 2010. Coping with the social costs
of ‘transition”: everyday life in post-Soviet Russia and
Ukraine. European urban and regional studies 17 (2):
183-196.

Sahakyan, N., and Stiegert, K. 2012. Corruption and Firm
Performance. Eastern European Economics 50 (6): 5-27.

S66t, M.-L., Johannsen, L., Pedersen, H.K,, Vadi, M., & Reino,
A. 2016. Private-to-Private Corruption: Taking Business
Managers’ Risk Assessment Seriously When Choosing
Anti-Corruption Measures. OECD Integrity Forum.

Sabi¢, D., Vujadinovi¢, S., Milinci¢, M., Goli¢, R., Stojkovic, S.,
Joksimovi¢, M., Filipovi¢, D., and Secerov, V. 2012. The
Impact of FDI on the Transitional Economy in Serbia -
Changes and Challenges. Acta Polytechnica Hungarica 9
(3): 65-84.

Simi¢ Banovi¢, R. 2015. (Former) Informal Networks as a
Reflection of Informal Institutions in East European
Transitional Societies: Legacy or Opportunism?.
Equilibrium. Quarterly Journal of Economics and
Economic Policy 10 (1): 179-205.

Tanzi, V. 1994. Corruption, Governmental Activities, and
Markets. IMF Working Paper No. 94/99: 1-23.

Tonoyan, V., Strohmeyer, R., Habib, M., and Perlitz, M. 2010.
Corruption and entrepreneurship: How formal and in-
formal institutions shape small firm behavior in transi-
tion and mature market economies. Entrepreneurship
Theory and Practice 34: 803-831.

Transparentnost Srbija 2021. Saopstenje za javnost: Srbija
nazaduje na svetskoj listi Indeksa percepcije korupcije
Transparency International. (Public Release: Serbia is
falling behind in the global Transparency International
Corruption Perception Index List). https://www.transpar-
entnost.org.rs/images/dokumenti_uz_vesti/CPI_2020_
saop%C5%A1tenje.pdf (accessed on April 9, 2021).

Trifunovi¢, V. 2015. Entrepreneurs in the eyes of society
- on the causes of negative perception of entrepre-
neurs in transitional Serbia. Issues in Ethnology and
Anthropology 10 (1): 165-185.

United Nations Development Programme Serbia 2015.
Borba protiv korupcije: izmedu norme i prakse. (Fight
against Corruption: between Norm and Practice).
Belgrade: UNDP.

Unijat, J. 2006. Agencija za borbu protiv korupcije. (Agency
for Fight against Corruption). Bezbednost Zapadnog
Balkana 3:53-56.

Uvali¢, M. 2001. Privatisation and corporate governance in
Serbia (FR Yugoslavia). Global Development Network for
Southeast Europe, Florence. https://balkan-observatory.

63



PERCEPTIONS OF CORRUPTION AND INFORMALITY AMONG BUSINESSPEOPLE

net/wp-content/uploads/2011/05/uvalic.pdf (accessed
April 27, 2020).

van Duyne, P. C. 2013. Serbian Anti-Corruption Policy.
Welcome to Potemkin’s Village?. Filozofija i drustvo/
Philosophy and Society XXIV (1): 81-118.

Vasiljevi¢-Prodanovi¢, D. 2015. Corruption in health care:
Victims of white coat crime in Serbia. Temida 18 (1):
97-110.

Vaughan, E. 1983. Controlling Unlawful Organizational
Behavior: Social Structure and Corporate

Misconduct. Chicago and London: The University of Chicago
Press.

Vukovi¢, S. 2002. Corruption in Serbia. Journal for Labour
and Social Affairs in Eastern Europe 5 (1): 135-145.

64

Williams, C. C,, and Efendi¢, A. 2021. Evaluating the relation-
ship between marginalization and participation in un-
declared work: lessons from Bosnia and Herzegovina.
Southeast European and Black Sea Studies 21 (3):
481-499.

Williams, N.and VorleyT.2015. Institutional asymmetry: How
formal and informal institutions affect entrepreneurship
in Bulgaria. International Small Business Journal Vol. 33
(8): 840-861.

World Bank 2021. Anticorruption Fact Sheet. https://www.
worldbank.org/en/news/factsheet/2020/02/19/anticor-
ruption-fact-sheet (accessed August 11, 2021).

South East European Journal of Economics and Business, Volume 17 (2) 2022



PERCEPTIONS OF CORRUPTION AND INFORMALITY AMONG BUSINESSPEOPLE

Appendix 1. Items used for latent constructs

Latent construct [tems Description Mean St.dev. Min.  Max.
trust_GenCourts Trust in courts of general jurisdiction 249 1.03 1 5
trust_HighCourts Trust in higher courts 2.49 1.08 1 5
trust_CommCourts Trust in commercial courts 2.56 1.07 1 5
trust_StatePros Trust in the state prosecutor 2.04 1.15 1 5
Trust in insttutions (TRUST) trust_BasicPros Trust in basic prosecutors 2.40 1.15 1 5
trust_HighPros Trust in higher prosecutors 2.35 1.14 1 5
trust_CrimePros Trust in special prosecutor for organized crime 2.06 1.20 1 5
trust_CommPolice Trust in communal police 2.00 1.16 1 5
trust_LocalPolice Trustin local police 2.46 1.18 1 5
trust_FinPolice Trust in the financial police 2.12 1.05 1 5
. hinder_LocalWorkinsp Local work inspection hinders business operations 1.96 117 1 5
LZ:EZCS?:::;(Eg;)ObStade hinder_StateWorkinsp State work inspectorate hinder business operations 1.84 1.16 1 5
obst_Statelnsp Too many inspections are obstacles for business 2.28 1.18 1 5
obst_Law Unclear legislation is an obstacle for business 2.77 132 1 5
obst_LawChange Frequent legislative changes are an obstacle for business 2.94 1.38 1 5
Regulations are an obst_LawWork Complicated labor regulations are an obstacle for business 2.74 1.39 1 5
obstacle for business (REG) gt TaySystem A complex taxation system is an obstacle for business 339 137 1 5
obst_LawProc ggrsr;glilceattjcti) Ssri(:]c:iures when starting a business are an 357 135 . 5
Crime is an obstacle for obst_OrgCrime Widespread organized crime is an obstacle for business 2.71 135 1 5
business (CRIME) obst_PettyCrime Petty crime is an obstacle for business 252 140 1 5
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Appendix 2. Clusters’ characteristics

Variable Values Total sample Cluster 1 Cluster 2 Cluster 3 Chi-squared
(n=78) (n=21) (n=43) (n=14) test statistic
Female 51 (65.4 %) 13 (61.9 %) 31(72.1 %) 7 (50 %)
Gender Male 26 (33.3 %) 8 (38.1 %) 12 (27.9 %) 6 (42.9 %) 6.317
No information 1(1.3%) 0 (0 %) 0 (0 %) 1(7.1 %)
20-29 3(3.8%) 1 (4.8 %) 2 (4.7 %) 0 (0 %)
30-39 44 (56.4 %) 12 (57.1 %) 26 (60.5 %) 6 (42.9 %)
Age categories  40-49 11 (14.1 %) 3(14.3 %) 6 (14 %) 2(14.3 %) 5.059
50-59 14 (17.9 %) 4(19 %) 5(11.6 %) 5(35.7 %)
60> 6 (7.7 %) 1 (4.8 %) 4 (9.3 %) 1(7.1 %)
Secondary 5(19.2 %) 4(19%) 8(18.6 %) 3(21.4 %)
Education Tertiary 3(42.3 %) 1(52.4 %) 16 (37.2 %) 6 (42.9 %) 1.741
Post-graduate 0 (38.5 %) 6 (28.6 %) 9 (44.2 %) 5(35.7 %)
Micro 40 (51.3 %) 1(52.4 %) 22 (51.2 %) 7 (50 %)
Size of Small 3(295%)  5(23.8%) 2079%)  6(42.9%)
respondents’ . 3.22
firm Medium 9(11 .5 %) 3(14.3 %) 6 (14 %) 0 (0 %)
Large 6 (7.7 %) 2 (9.5 %) 3(7 %) 1(7.1 %)
Position of Owner/Director 60 (76.9 %) 16 (76.2 %) 35(81.4 %) 9 (64.3 %)
respondent Manager 4(17.9 %) 5(23.8 %) 6 (14 %) 3(21.4%) 4.668
within firm Worker 4(5.1%) 0(0%) 2(4.7 %) 2(14.3 %)
Manufacturing 15(19.2 %) 5(23.8 %) 10 (23.3 %) 0 (0 %)
Utilities 6 (7.7 %) 1 (4.8 %) 5(11.6 %) 0(0 %)
Construction 4 (5.1 %) 1 (4.8 %) 2 (4.7 %) 1(7.1 %)
Wholesale and 5 (6.4.%) 1(4.8%) 2(4.7 %) 2(14.3%)
espandents v 5 (6.4.%) 0(0%) 3(7%) 2(143 %) 24.223
firm Catering 4(5.1 %) 0(0 %) 123 %) 3(21.4%)
ICT 15 (19.2 %) 4 (19 %) 8(18.6 %) 3(21.4%)
Financial services 12 (15.4 %) 4 (19 %) 8(18.6 %) 0(0 %)
Legal services 3(3.8%) 1 (4.8 %) 1(2.3%) 1(7.1 %)
Other services 9(11.5 %) 4 (19 %) 3(7 %) 2(14.3 %)
Belgrade 57 (74 %) 15 (71.4 %) 29 (69 %) 13 (92.9 %)
Region of Eg;;hri”s‘;g?a 9(11.7 %) 2(9.5 %) 6 (14.3 %) 1(7.1 %)
respondents’ Sumadija and 3.971
firm Western Serbia 5(6.5 %) 2 (9.5 %) 3(7.1%) 0 (0 %)
Vojvodina 6 (7.8 %) 2 (9.5 %) 4 (9.5 %) 0 (0 %)
o No 56 (71.8 %) 15(71.4 %) 29 (67.4 %) 12 (85.7 %)
E:Tml;a donal | YeS 14(179%)  3(143%)  10(23.3%) 1(7.1%) 2.737
No info 8(10.3 %) 3(14.3 %) 4 (9.3 %) 1(7.1 %)
66 South East European Journal of Economics and Business, Volume 17 (2) 2022



