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Abstract

The aim of this article is to observe the trade exchange by calculating
Relative Trade Advantage index with the wine products (HS 2204) of Bosnia and
Herzegovina and the most common destinations concerning export and import. The
data is used from the trade map data and wine institute data. The trade is based on
the former Yugoslavia countries (Serbia, Croatia, North Macedonia, Slovenia,
and Montenegro). Export market share and Import market share with these
countries ranges from 60% to 95% of overall trade. The most important import
partner is Serbia with a stake of 28.2%. The largest export partner is Croatia with
52.3% of all BiH’s export. The calculated RTA index had values from (-0.674) in
2012 to (-0.567) in 2019. Negative values of RTA index represent relative trade
disadvantages in Bosnia and Herzegovina’s wine foreign exchange.
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Introduction

The subject of this research is a foreign trade and wine market of Bosnia
and Herzegovina during the period of eight years (from 2012 to 2019).
Development of wine viticulture is determined by the demand of wine on the
global market and the traditional demand of local wines on the national market
(Toteva, 2017).
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In the last 20 years, the global wine market has experienced rapid
globalization, export has been doubled, New World countries (Chile, Australia,
South Africa, Argentina) have emerged on the world wine scene, consumer
expectations have changed, and the quality of wine has significantly risen
(Katunar et al., 2020). World wine production is growing and European countries
still produce over 70% of total world production (Perovi¢, 2013). Among the EU
countries, France and Italy have the revealed comparative advantage in the wine
industry. Despite the fact that Germany has imported a large amount of wine,
Germany is one of the largest producers of wine in the world. Also, it should be
mentioned that these countries” wines are recognised at the international market
(Zivzivadze and Taktakishvili, 2019). According to EUROSTAT (https:
ec.europa.eu, 2016), France, Italy, Spain, Austria, Hungary, Bulgaria, Slovenia, and
Luxembourg have a positive foreign trade balance of wine (Sudari¢ et al., 2020).

The development of competitive viticulture is limited in Bosnia and
Herzegovina to areas that have “comparative advantages in natural terms”
(Ivankovi¢ et al., 2018). Bosnia and Herzegovina has a deficit in the foreign trade
in agri-food products and, according to ”Analysis of Foreign Trade of BiH in
2019”7, BiH had a decline in exports in 2019 compared to 2018 by 8% and imports
grew by 2%. The total deficit also increased by 7%.

Jovanovska Boshkovska (2018) concludes that producing higher quantity
of bulk wine instead of bottled wine cannot provide recognisability and cannot
be perceived as comparative advantage (which the RCA index confirms).

Analysing the foreign trade of wines of the Republic of Serbia, Vlahovié¢
etal. (2011) state that the wine sector of Serbia, and any other country, should change
the structure of exports and tend to increase the share of high-quality wines.

The size of BiH wine sector compared to the top world wine producing
countries is relatively small and therefore is not a substantial player in the world
wine market (Ivankovi¢ et al., 2009). BiH’s wine export decreased in terms of
quantity, but the export reached a value in 2010 of 5.7 million BAM. The value
of imported wine dropped from 20.7 million BAM in 2002 to 8.7 million BAM
in 2010. (Preparation of IPARD sector analyses in Bosnia and Herzegovina,
2012). The most important factors in connection with wine consumption are the
consumers’ income, the product price and the existence and accessibility of
substitutes (Chladkova et al., 2009). In the paper written in 2018 Ostoji¢ et al.
claim that consumers in BiH are increasingly consuming wine, but also that the
choice of wine depends on wine price firstly. Despite the struggling economy
and weak consumer purchasing power, BiH consumers are increasingly shifting
from beer to wine (Stanojc¢ié¢, 2017). The aim of this paper is to observe the trade
exchange, comparative advantages or disadvantages of wine products (HS 2204)
of Bosnia and Herzegovina and the most common destinations (Serbia,
Montenegro, Slovenia, Croatia, and North Macedonia) by calculating the
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Relative Trade Advantage index. This index shows the share of agri-food
products in the total export of the country in relation to the share of the same
sector in world exports (Levak, 2016). Also, the aim of this paper was to show
Export and Import Market Share in Bosnia and Herzegovina’s wine trade with
regional partners. It was guided by Crescimanno and Galati paper from 2014
about Italian wine sector, export and import market share.

Material and Methods

The paper used the data from the trade map data® and wine institute data?.
The method of the-so-called “desk research” was used for this research. Standard
mathematical and statistical methods were applied for the analysis of collected
secondary data (time series analysis, descriptive statistics of the observed period
and data). The results are presented in tables and graphs. Three indices were
calculated in the paper for the 2012-2019 period to show the market share of
former Yugoslav countries in total exchange. The method is taken from
Crescimanno and Galati (2014).

Export market share (EMS) and the Import market share (IMS) are
calculated for the outline of the structure and geography of trade in wine products
that are expressed as:

EMS = 100% (*Y/. )

IMS = 100 (MY, )

X and M stand for exports and imports, j and w for the region, whilst i is
the product. Market shares are expressed as values from 0 to 100 percent; thus, a
value of zero indicates that the exports (or imports) of a given product i from a
given country j are null; whilst a value of 100 indicates that the entirety of export
(or import) of the product i is carried out by the country j.

After calculating the EMS and IMS indices, the Relative trade advantage
index is indirectly weighed by the importance of the relative export (RXA;) and
import advantages (RMP;). Specifically, the RXA expresses the export share for
the product i of a given country in the market j compared to the share held for
other products; the index has a higher (or lower) unit value if the countries have
an advantage (or disadvantage) in its competitive position for exporting the
product i. X stands for exports and M stands for imports. The indices i and n
relate to categories of products, whilst j and r relate to the region. There is a

1 https://www.trademap.org/Index.aspx
2 https://wineinstitute.org/our-industry/statistical-economic-resources/
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similar index for imports, the RMP, which expresses the import share for the
product i of a given country in the market j compared to the same share held for
the remaining products; this indicator is greater (or less) than 1 if the country has
an advantage (or disadvantage) in its competitive position for importing the
product i.

RMP = - Mir#j

While the RXA and RMP indices use only export or import for
calculation, the RTA index considers both export and import. According to the
increasing importance of the inner-branch trade, this aspect becomes very
important (Hambalkova, 2006). The Relative Trade Advantage index (RTA)),
originally developed by Bela Balasa in 1965, analyses the international
competitiveness of wine production and trade in the case of Bosnhia and
Herzegovina.

RTAj; = RXAij — RMPj

The RTA index is classified in three categories: RTA < 0 refers to all
those product groups with a relative comparative trade disadvantage. RTA =0
refers to all those product groups in a breaking point without relative comparative
trade advantage or relative comparative trade disadvantage. RTA > 0 refers to all
those product groups with a relative comparative trade advantage (Bojnec and
Ferto, 2012).

Results and Discussion
Trade exchange

The results of this research provide the information that values of
import are several times larger than the values of export, about 5 times,
meaning that Bosnia and Herzegovina records clear deficit in the foreign trade
exchange for the analysed product group of the harmonised customs tariff
system (2204). The trade is mainly based on the former Yugoslav countries
(Serbia, Montenegro, Slovenia, Croatia, and North Macedonia). The trade
with the rest of the world takes a share only from 10 to 30 percent.
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Tab. 1. BiH’s Import (M) and Export (E) wine descriptive statistics, author’s calculation®

M E M E M E M E M E
Ser. Ser. Cro. Cro. Mne. Mne. N.Mac. N.Mac. Slo. Slo.

Min (000

B 3578 345 3148 973 1624 65 1,595 - 229 1

g/l/m()ooo 4399 546 5027 2121 3573 117 3358 78 753 52

Rg* (%) 08 68 43 29 27 74 73 - -42 149

According to Table 1. only in 2013 the export to Macedonia was not zero.
For North Macedonia we did not find data for other years. VValues are written in
thousands and it is clear that BiH has trade deficit in wine exchange. Export
minimum of wine exchange was recorded in the itrade with Slovenia. Also, BiH
had a low level of exchange in trade with Montenegro. Export maximum was
recorded in trade with Croatia. High export volume was also recorded in the trade
with Serbia. The Rg coefficient shows the average annual growth rate. Import
Rgseria had a lower value than export Rgsemia, meaning that export had higher
growth trend. It is not the case with Croatia where Rg shows unfavourable
situation in export and import trends. Import from Montenegro had a negative
trend and export had a trend of growth. Import from Macedonia had a trend of
growth, export was equal to zero at the start and at the end of eight-year period.
The best position based on the calculated Rg index was recorded for the exchange
with Slovenia, export had a positive trend, trend of growth and import had a
negative trend. Trade coverage is shown in the following graph.

—e—COVERAGE (t) —=—COVERAGE (BAM)

60%
50%
40%
30%
20%
10%
0%
2012 2013 2014 2015 2016 2017 2018 2019

Graph 1. Bosnia and Herzegovina’s trade balance in quantity and value, author’s
calculation®

3 Abbreviations: Ser-Serbia, Cro-Croatia, Mne-Montenegro, N.Mac- North Macedonia, Slo-
Slovenia

4 Average annual growth rate

> Because of missing data for the trade with Serbia only in 2018, the trade trend is
extrapolated from 2012 to 2017 and that value becomes a value for calculation indices for
the year 2018.
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Quantity trade coverage of wine takes a share from about 20% to 50%
with a declining trend from 2013 to 2016 and growth trend in 2017 and 2018.
(Graph 1.). Import quantity was higher than the exported, from 2 to 5 times
depending on the year. Imported wine value was on average about 5 times higher
than exported value (coverage from 16% to 27%). Minor oscillations were noted
in BAM coverage than in tons.

Export market share (EMS) and Import market share (IMS)

The following graph (Graph 2.) shows wine export market share of
Bosnia and Herzegovina for the 2012-2019 period.

0,5%

0,3%

= Serbia = Croatia ® Montenegro = North Macedonia ® Slovenia = Other

Graph 2. Export market share of Bosnia and Herzegovina, the 2012-2019 period
average®

The export market share to the countries of former Yugoslavia was on
average more than 70 percent (EMSyuygosiavia=71.5%). Other countries Export
market share had a value of about 29% on average. The largest share in the BiH
export was with Croatia (EMScreaia=52.3%). Thesecond largest export value
includes Serbia (EMSsenia=15.6%). Other former Yugoslav countries had a very
small share in BiH export, (EMSwontenegro=2.8%), (EMSsiovenia= 0.5%), (EMSnorth
Macedonia:0.3%). EMSSerbia, EMSCroatia,and EMSMontenegro |n the |aSt yeal’ Of the
period were higher than in the year before. In 2019 Export market share with
Macedonia and Slovenia was lower than in 2018.

6 Ibidem

6 Jali¢ et al.



m Serbia ®mCroatia = Montenegro North Macedonia ®Slovenia ® Other

Graph 3. Import market share of Bosnia and Herzegovina, the 2012-2019 period
average’

On average, BiH had the largest import market share with Serbia
(IMSseria=28.2%). The second largest import value was realized with Croatia
(IMScroatia=27.3%). The third and fourth largest import share was achieved in the
trade with Montenegro (IMSwmontenegro=17.7%) and North Macedonia (IMSnortn
Macedonia=16.7%). The smallest volume of import was recorded with Slovenia
(EMSsiovenia=3%) in comparison to other countries from Graph 3. Former
Yugoslav countries Import market share was on average more than 90 percent
(IMSyugosiavia=93%). The rest is imported from other countries (EMSother= 7%).
In the last year BiH had EMS growth only in trade with Croatia and Montenegro.
Other countries’ values decreased (Graph 3.).

Relative Trade Advantage index (RTA))

The smaller wine-producing countries in the EU cannot rely on the
advantages in trade as they have smaller volumes produced by numerous small
wineries (Katunar et al., 2020). Also, it is the Bosnia and Herzegovina's case,
too, where viticulture is characterized by the dominance of small vineyard areas
of 0.001 to 2 ha, and there is a small number of vineyards with more than 10
hectares in one plot (Banjanin et al., 2016).

7 Because of missing data for the trade with Serbia only in 2018, the trade trend was
extrapolated from 2012 to 2017 and that value became a value for calculation indices for
the year 2018.
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Tab. 2. BiH wine RTA; compared to world/ countries calculated by the authors (data
source: intracen.org), author’s calculation

RTA World Serbia Croatia North Macedonia Slovenia Montenegro

2012 -0.674 -0.655 -1.632 -27.525 -3.064 -0.842
2013 -0.408 -0.301 -0.846 -15.600 -2.026 -0.595
2014 -0.485 -0.416 -0.554 -22.517 -1.567 -0.550
2015 -0.643 -0.621 -0.642 -21.776 -1.991 -0.599
2016 -0.643 -0.831 -0.577 -20.762 -2.848 -0.687
2017 -0.608 -1.013 -0.762 -18.573 -2.908 -0.652
2018 -0.518 -0.825 -0.700 -20.739 -2.709 -0.560
2019 -0.567 -0.912 -0.728 -14.763 -3.407 -0.579

Regarding the wine sector, the Vollrath index was applied also to analyse
the international competitiveness of wine production in Bosnia and Herzegovina
for the 1999-2002 period (Ivankovi¢ et al., 2005), in the Slovack Republic
(Hambalkova, 2006), and Italian wine competitiveness (Crescimanno and Galati,
2014). According to the results of Sudari¢, 2020 ”Viticulture and wine as export
potential of Croatia”, it is evident that Croatia had a clear lack of comparative
advantages in the wine export in 2015 and 2016. Based on this paper, if the
Bosnia and Herzegovina's RTA index has values from (-0.674) to (-0.408), it can
be concluded that BiH has also a clear lack of comparative advantage in wine
exchange. Bosnia and Herzegovina had the lowest level of trade advantage for
the 2012-2019 period and the worst position in wine trade with North Macedonia,
from (-15) to (-27.5), but the value of this index has been increasing which suggests
that the situation in trade is improving. Although the largest part of Macedonian
wine ends up on the markets of the EU, the former Yugoslav markets remain to
be a very important export destination because the export value of these markets
is larger as a result of bottled wine export (Miteva-Kacarski, 2018).

Then, the BiH's RTA; with Slovenia is about (-2), (-3) which shows better
position in trade than in trade with North Macedonia, but it also shows a bad
position. RTAsiovenia at the beginning and at the end of the period had approximately
the same value. The trade advantage in exchange with Croatia is getting better,
RT Acroatia Was about (-0.8). RTAservia Was also negative about (-0.7), it became
more unfavourable at the end of the period which implies trade disadvantage.
Comparing the largest partners in wine trade, Bosnia and Herzegovina had the
best position in trade with Montenegro, RTA; was from (-0.6) to (-0.85).
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In their paper from 2009, Ivankovi¢ et al. got results that the RT Aworid
values for the 1999-2001 period were close to zero which means very low relative
revealed trade advantages in BiH wine trade, slightly competitive. Compared to
2012-2019 when the level of RT Aworia Was about (-0.6), which means a high level
of trade disadvantages, BiH had a better position at the beginning of the 21%
century (1999-2001) with a relatively small trade advantage.

Conclusion

Bosnia and Herzegovina’s wine exchange is mainly based, i.e., it has the
largest volume of trade exchange, with former Yugoslav countries (Croatia, then
with Serbia, North Macedonia, Montenegro, and Slovenia). BiH exports wine
mostly to Croatia, but imports wine mostly from Serbia. The export market share
(EMS) with these countries (2012-2019) was about 70% for the analysed period.
The level of import market share (IMS) was about 90%. On the basis of these
results, it can be clearly concluded that the trade is regionally oriented. The RTA
index is negative, so it is clear that relative trade disadvantages in wine exchange
with the world are observed. Especially, disadvantages are noticeable in the trade
with North Macedonia, then Slovenia, Serbia, Croatia and Montenegro. Bosnia
and Herzegovina has better RTA results in total wine exchange RTAworid than
with former Yugoslav partners, but they are also negative. To improve
competitiveness of the BiH wine sector, the authors recommend applying a
marketing approach in production and selling. In addition to high quality wine
production, packaging, design, brand sign, and wine name also have a big
contribution to competitiveness of this sector.
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CrosbHOTProBUHCKA pa3MjeHa U TpxKullTe BuHa bocue u
XepueroBruHe

Hemama Jamuh!, Anexcanmap Ocrojuh!, Mapko HMBaukosuh?

YVuusepsumem y baroj JIyyu, Ilomonpuepeonu gpaxynmem, Penybruxa Cpncka, bocna u
Xepyezosuna

2Ceeyuunumme y Mocmapy, Aeponomcku u npexpambeno-mexnonowxu gaxyimem, bocna
u Xepyeecosuna

Caxerak

ue uctpaxuBama OO je aHAIM3UPATH CIIOJLHOTPrOBUHCKY pa3MjeHY
BuHa (LT 2204) Bocue u XepreroBuHe n Hajuemhux mapTHepa 3a nepuox 2012-
2019 Ha OCHOBY M3pauyHATOT UHAEKCTA PEIATUBHUX NPEIHOCTH Y TproBuHH, RTA;.
V pany cy KOpHMINTEHH MOJAIM Ca ¢ajToBa intracen.org, wineinstitute.org. Pasmjena
je permoHamHO Oa3mpaHa Ha npkaBe Ompme JyrocmaBuje (XpBarcka, CpOwuja,
Cjesepna Makenonunja, Llpaa ['opa, CioBenuja). TproBuHa ca oBuUM 3eMJbaMa YMHU
on 60% no 95% ykynHe pa3mjere. HajOuTHuja 3emiba yBO3HMK BHHA y buX je
CpOuja, a HajBehu mapTHEp HpU W3BO3y BUHA je XpBarcka. M3pauynatu RTA
uHaekc uMa BpujeaHoctd on (-0.674) y 2012 romuuu mo (-0.567) y 2019.
HeraTtuBHe BpHjeJTHOCTH O/TOBApPajy HEJJOCTATKY PEHOCTH Y pa3MjeHu. Pesynratu
UCTpaXWBamka TMOKa3yjy Ja Cy BpPHUjEJHOCTH YyBO3a HEKOJHWKO IyTa Behe of
BPUjeTHOCTH M3B03a, IITO 3Ha4H J1a bocHa n XeprieroBuHa OMibexkH jaca AepUIUT
y TPTOBHHHU BUHOM.

Kawyune pujeyu: EMS, IMS, RTA, BuHO, bocHa n Xeprierosuna
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