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Abstract

The aim of this research is an analysis of the export competitiveness of the
milk and dairy products of the Republic of Srpska on the international market.
Indicators analysed in the paper are the net trade index (NTI) and the index of
contribution to the trade balance (CTBI). Additionally, the paper investigates the
type of external competitiveness of the milk and dairy products according to four
criteria based on a comparison of export and import unit prices. All indicators
have been calculated based on statistical data about the foreign trade of milk and
dairy products and referred to the period 2015-2021. In the total export structure
of the agri-food sector, milk and dairy products have significant participation in
an average of 10.40%. CEFTA and EU countries as the major market destinations
for milk and dairy products have recorded an average share of 20.30% and 4.81%
in the total agri-food export of the Republic of Srpska. Unlike the EU countries,
the analysis of the NTI showed the trade of milk and dairy products between the
Republic of Srpska and the world as well as the CEFTA countries was
competitive. The values calculated for the CTBI indicated positive contribution
of milk and dairy products to the trade balance between the Republic of Srpska
and the CEFTA countries as well as to the total trade balance. In trade with the
EU these products showed comparative disadvantages. The results of the analysis
based on the comparison of a unit of export and import prices indicated market
segmentation of milk and dairy products into three parts: dominated price
competitiveness in the world market, price and quality competitiveness in the
CEFTA market, and predominantly price non-competitiveness on the EU market.
The analysis of competitiveness type indicates the need for improvement of the
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export structure of the dairy sector towards favouring higher value-added
products, especially on the EU market.

Key words: milk and dairy products, export competitiveness, Republic of
Srpska, foreign trade

Introduction

The term competitiveness is related to a market economy in which free
trade is enabled between different companies as well as countries. The evolution
of the competitiveness debate has oscillated around three ideas: market share,
costs, and productivity (Delgado et al., 2012). Competitiveness can be studied at the
macroeconomic and microeconomic levels. Although Krugman (1994) argued that
the interpretation of competitiveness at the national level is a ,, dangerous obsession “,
it has been and still is applied to national economies. In defining competitiveness,
Porter (1990) assumes that the competitiveness of a country stems from its
participation in international trade by specializing in certain products, whereby
domestic firms are more competitive compared to foreign competitors, but it is
also a threat because domestic firms must meet productivity standards like foreign
competitors. Simultaneously, no country can be competitive in all sectors.
Therefore, sectoral competitiveness at the national level is imposed as a topic in
competitiveness research. Today there are new theories on the scene, which start
from the fact that the focus of competitiveness source shifts from input-oriented to
output-oriented evaluation (Aiginger et al., 2013). The issue of competitiveness
has been addressed by theorists, from classical, neoclassical to modern economic
theory, in which each school represents a certain number of economic theorists,
whose systematic review was made by Siudek and Zawojska (2014).

Tab.1 Review of definition of competitiveness according to Siudek & Zawojska (2014).

Author(s) Year Definition

Scott, Lodge 1984 National competitiveness refers to a country’s ability to create,
produce, distribute, and/or service products in international
trade while earnings rising returns on its resources.

President’s Commission on 1985  The degree to which a country can, under free and fair market

Industrial Competitiveness conditions, produce goods and services which meet the test of
the international market while simultaneously maintaining and
expanding the real income of its people over the long term.

Nallari, Griffith 2013  Attheglobal level, a country is said to be competitive if it can hold
or increase its share of products (exports) in the world economy.

One of the approaches in the study of competitiveness is the success of a

country in foreign trade by calculating its export competitiveness. The synthesis of
the calculation of various indices which measure national export competitiveness was
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summed by Melisek (2012). Many authors dealt with calculation and practical
measurement of competitiveness levels in different countries and different periods,
including those from the countries of the region. The competitiveness of the agro-
food sector of the Republic of Serbia was the subject of research by Bozi¢ and
Nikoli¢ (2013), buki¢ et al. (2017), Cvetkovi¢ and Petrovi¢-Randelovi¢ (2017)
Markovi¢ et al. (2019). Markovi¢ (2019) examined the competitiveness of the
cereals sector in foreign trade in the Republic of Serbia. In neighbouring Croatia,
Bedek and Njavro (2016) considered the competitiveness of the wine sector from a
theoretical point of view, and Mesi¢ et al. (2017) studied the impact of geographical
indications on the competitiveness of traditional agri-food products. One part of
these studies refer to the period before Croatia acceded to the European Union,
and for that reason, the results are no longer relevant. In North Macedonia,
generally, competitiveness was calculated by Kostoska and Hristoski (2018),
whereas Tuna et al. (2013) examined the competitiveness of the tobacco sub-
sector. In Bosnia and Herzegovina, the topic of competitiveness of the
agricultural sector was covered by Muratovi¢ and Crnica (2010), calculating only
one indicator. Mrdalj (2015) defined the position of the agri-food sector of the
Republic of Srpska in relation to the markets of CEFTA and EU countries based on
calculated indicators for analysis of comparative advantages and intra-industry trade.
Also, Mrdalj et al. (2017) analyzed the structure and determinants of intra-industry
trade specialization in the agri-food sector of Bosnia and Herzegovina over the
transition period, comparative advantages, level of specialization in 1T, unit
value export and unit value import. Based on cluster analysis the same authors
identified different clusters of agri-food products, which were developed using input
variables value of the RCA index, GLI, and RUV. Bajramovi¢ et al. (2016)
calculated the competitiveness of the fresh fruit sector, and Prnjavorac et al. (2017)
determined the competitiveness of drinking water and beer. Brki¢ et al. (2021)
analyzed patterns and country-specific determinants of intra-industry trade in agri-
food products between Bosnia and Herzegovina and the European Union during
the mutual trade liberalization. Beluhova-Uzunova and Lubeniqui (2019)
investigated the competitiveness of agriculture in Kosovo*!. Matkovski et al.
(2019) calculated agri-food competitiveness at the level of the southeast Europe.
Jambor and Babu (2016) analyzed the level of Balasa index for agriculture at the
global level in three successive periods (1991-1998; 1999-2006; 2007-2014).
Determining the level competitiveness of the dairy sector was addressed by
Tacken et al. (2009), Ohlan (2012), Bojenec and Ferto (2014), Jansik et al.
(2014), and Simo et al. (2016).

Given the fact that the dairy sector is economically one of the most
important sub-sectors of the agri-food industry of the Republic of Srpska, and

1 Resolution SC UN 1244,
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milk is considered the most subsidized product in terms of budget allocations to
support production and income, the authors in this paper investigate the level of
export competitiveness of these products on the international market. Precisely,
this research aims to define the role of the milk and dairy products in export on
the international market, based on calculated values of the net trade index (NTI),
index of contribution to the trade balance (CTB), and unit prices of export and import.

Material and methods

The investigation of export competitiveness of the milk and dairy products
in the Republic of Srpska on the international market referred to the period 2015-
2021. The analysis of export competitiveness indicators was based on secondary
resource data of the Institute of Statistics of the Republic of Srpska. Data were
collected through the desk research method. According to the Harmonized
System (HS) of goods classification, the agro-food sector of Bosnia and
Herzegovina, including the Republic of Srpska comprises 4 sections with 24
headings (CT). This research covered the data on foreign trade of milk and dairy
products, which are classified in heading 04 of the customs tariff of Bosnia and
Herzegovina, i.e. tariff codes 0401 (Milk and cream, not concentrated nor
containing added sugar or other sweetening matter), 0402 (Milk and cream
concentrated or containing added sugar or other sweetening matter), 0403
(Buttermilk, curdled milk and cream, yogurt, kephir, and other fermented or
acidified milk and cream, wheater or not concentrated or containing added sugar
or other sweetening matter or flavoured or containing added fruits, nuts or
cocoa), 0404 (Whey, wheater or not concentrated or containing added sugar or
other sweetening matter; products consisting of natural milk constituents,
wheater or not containing added sugar or other sweetening matter, not elsewhere
specified or included), 0405 (Butter and other fats and oils derived from milk;
dairy spreads) and 0406 (Cheese and curd).

The first approach to measure the export competitiveness of milk and dairy
products was based on the calculation of the Net export index (NTI). This
indicator is calculated by dividing net exports into foreign trade volumes in a
given sector, division, or commodity group, and according to Bozduman and
Erkan, (2019); Markovi¢ et al.(2019) and Markovi¢ (2019), is formulated as follows:
Xij — Mij
Xij + Mij
NTIj; — index of net trade of division i (dairy products), country j
Xij — value of export of division i (dairy products), country j
M;; — value of import of division i (dairy products), country j
t— year

NTIijt =
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This is a modified version of the RCA index (Balassa, 1965), which ensures
the calculation of a country's revealed comparative advantages and export
specialization with reference to other countries or group of countries. The value
of the NTI is between — 1 to + 1, whereby negative values indicate the absence of
competitiveness in the foreign market and specialization in the sector, division, or
commodity group. Positive values of the NTI indicate that country has competitiveness
in a foreign market and is specialized in a given sector, division, or commodity
group. The second approach referred to the calculation of the Contribution to the
Trade Balance Index (CTBI). The CTB index measures the contribution of a
particular sector or commodity group to the total trade and shows the national
trade balance. According to Melisek (2012), it is obtained as a difference between
the real (left side of the equation) and expected (right side of the equation) trade
balance of the economy. It is calculated by using the following formula (Melisek,
2012; Bozduman and Erkan, 2019; Markovi¢, 2019; Quansah and Ahn, 2017):
xij —mij Xj—Mj xij +mij
Xj+Mj Xj+Mj Xj+Mj
CTB - index of contribution (dairy products) to the national trade balance
xij — value of export of the given commodity group i (dairy products) of country j
mi; — value of import of the given commaodity group i (dairy products) of country j
X;j — value of export of country j
M; — value of import of country j

CTBI = 100

Melisek (2012) stated that the CTB index compares the competitiveness of
sectors or commodity groups in a given economy and identifies those sectors
(commodity groups) that have contributed to the development of the overall trade
balance more or less depending on their share in the country's total foreign trade
turnover. The CTB index thus measures the competitiveness of a country's
foreign trade and is an adequate indicator of competitiveness even in conditions
of economic imbalance. When the CTBI >0, this means that the actual surplus is
higher than expected or the relative trade deficit is lower than expected, and the
industry or the commodity group makes a positive contribution to the overall
trade balance. On the other hand, when the CTB <0, means that the industry and
the commodity group make a negative contribution to the total trade balance
because the actual results in comparison with the expected results are negative or
lower than expected. This in actual sense shows that there is a comparative
disadvantage to trade (Quansah and Ahn, 2017). The analysis of the type of
external competitiveness of the milk and dairy products of the Republic of Srpska
on the international market was based on a comparison of export and import
guantities and unit of export and import prices, according to the following four
criteria (Jefferson Institute, 2003):
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a) QX;> QM; A PX> PM; quality competitiveness

b) QXi>QM; A PXj < PMj price competitiveness

c) QX< QM; A PXj> PMj price non-competitiveness
d) QX< QM; A PXjj< PM; quality non-competitiveness

Price competitiveness dominates if lower prices lead to higher export
quantities. Conversely, quality competitiveness is revealed if export quantities
exceed import quantities despite the higher unit value of export. Depending on
the above criteria, milk and dairy products (custom tariffs from 0401 to 0406)
are classified into one of four groups.

Results and discussion

Results in this paper are presented in two parts. The first part is dedicated
to the analysis of total foreign trade and trade in agri-food products of the
Republic of Srpska on the international market. The second part of the results
describes the indicators of the export competitiveness of milk and dairy products
of the Republic of Srpska.

Generally, the share of foreign trade in agri-food products is considered
one of the main indicators that show the importance of this sector in the
development of the national economy. Following this statement, the agri-food
sector of the Republic of Srpska has recorded an average share of 13.89 % in the
total foreign trade turnover of the Republic of Srpska's economy. In total export,
the agri-food sector of the Republic of Srpska had an average share of 8.44%,
while in import an average share was higher and amounted to 17.78%. The
Republic of Srpska had an unfavourable trade balance of agri-food products in
trade with the World, CEFTA, and the EU during the observed period. A similar
situation was recorded at the level of Bosnia and Herzegovina for the 2018-2015
period, which is confirmed in the research by Mrdalj et al. (2017), whereby
import of agri-food products exceeded export compared to the World and main
market destinations; the CEFTA and EU countries.

The two most important partners of the Republic of Srpska in the trade of
agri-food products are the CEFTA and EU countries. An average share of the
Republic of Srpska's agri-food sector in the total trade turnover on the CEFTA
market was 30.62%. The period between 2015 and 2019 was marked as a period
of a steadily declining share of agri-food products in the total turnover between
the Republic of Srpska and the CEFTA countries. The last year of the analyzed
period recorded the lowest share 24.71% of the agri-food sector in the total
turnover on the CEFTA market. A similar trend was recorded by the Republic of
Srpska’s share in the import of agri-food products from the CEFTA countries.
CEFTA's participation in the import of agri-food products on the Republic of
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Srpska's market was an average of 38.66% for the observed period. On the other
hand, the Republic of Srpska's export of agri-food products to the CEFTA market
recorded an average share of 18.47%. After the first two years of the observed
period, the share of the Republic of Srpska's agri-food sector in export was
uniform until 2019. In 2020, the share of 18.01% in export of agri-food products
slightly increased, whereupon in 2020 significant decline was recorded at the
level of 14.30%. Data related to foreign trade in agri-food products between the
Republic of Srpska and the EU countries are quite different in comparison to the
CEFTA countries. The Republic of Srpska recorded a very modest trade turnover
with the EU countries, which is confirmed through its average share of 9.32% in
the analyzed period. Small average share of 4.23% was recorded in the export of
agri-food products on the EU market. Simultaneously, the percentage of the
Republic of Srpska's import of agri-food products from the EU countries was
higher and amounted to an average of 14.28%. Regional analysis of the total
foreign trade as well as the trade of agri-food products was the subject of the
research by Mrdalj et al. (2017), and Bozi¢ and Nikoli¢ (2013). Mrdalj et al.
(2017) showed that the average share of the agri-food sector in the total country's
foreign trade was 14.5%, while export was 7.9% and import 17.9% for the 2008-
2015 period. On average, about 17.2% of the total country's export to the CEFTA
market was related to agri-food products and 38.8% to Bosnia and Herzegovina
market. Bosnia and Herzegovina recorded an average share of 10.5% in the total
trade with the EU countries. Agri-food imports from the EU countries to Bosnia
and Herzegovina represented an average of 4.03% of the total country's export,
i.e., 14.4% of the total country's imports. Bozi¢ and Nikoli¢ (2013) indicated in
their research that in the total trade as well as in the trade of agri-food products,
Serbia is regionally oriented to the CEFTA and EU countries. The CEFTA's
share in Serbia's total export reached about one-third its value, while the share
of imports was far modest, about 8%. Over 50% of the total country's export and
import was conducted with the EU countries. For 2004-2011, the share of agri-
food products in the total export was between 17.8%-23.3%, and in imports 4.32-
7.94%. The CEFTA's share in Serbia's export of agri-food products was between
38-52.3% and in imports 11.3% to 24.9%. A share of Serbia's export of agri-food
products in the EU market was between 40.6-55.4%, while the import share was
from 40% to 47.3%.

Table 2. illustrates the total foreign trade of the Republic of Srpska, as well
as the share of the —agri-food sector for the 2015-2021 period.
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Tab. 2 Total foreign trade of the Republic of Srpska and its agri-food sector for the 2015-
2021 period

WORLD 2015 2016 2017 2018 2019 2020 2021 Average
Export RS (mil. BAM) 2.614 2.869 3.476 3.742 3.610 3.393 4.428 3.448
Import RS (mil. BAM) 4.369 4.427 4.899 5.222 4.782 4.472 5.581 4.822
Total foreign trade turnover 6.983 7.296 8.375 8.964 8.393 7.866 10.009 8.269
of RS (mil. BAM)

Trade balance (mil. BAM) -1.755 -1.558 -1.423 -1.480 -1.172 -1.079 -1.152 -1.374
Export of RS agri-food 248 322 343 282 271 258 261 283
sector (mil. BAM)

Import RS agri-food sector 807 817 881 881 869 819 905 854
(mil. BAM)

Total foreign trade turnover 1.055 1.139 1.224 1.163 1.140 1.076 1.166 1.138
of RS's agri-food sector

(mil. BAM)

Trade balance of RS's agri- -560 -495 -539 -598 -598 -561 -644 -571
food sector ( mil. BAM)

Share of the RS agri-food 9.48 11.21 9.85 7.54 7.50 7.59 5.90 8.44
sector in export value (%)

Share of the agri-food sector 18.48 18.46 17.99 16.86 18.17 18.31 16.22 17.78
in import value (%)

Share of RS of the agri- 15.11 15.61 14.61 12.97 13.58 13.69 11.65 13.89

food sector in the total
turnover trade (%)

CEFTA

Export of RS on the 510 521 645 729 679 594 811 641
CEFTA market (mil. BAM)

Import of RS from the 840 888 941 980 990 935 1.164 963
CEFTA market (mil. BAM)

Total trade turnover of RS on 1.350 1.409 1.586 1.709 1.669 1.529 1.975 1.604
the CEFTA market (mil. BAM)

Trade balance of the RS - -330 -367 -296 -251 -311 -341 -353 -321
CEFTA (mil. BAM)

Export of RS's agri-food 104 126 116 125 117 107 116 116

sector on the CEFTA

market (mil. BAM)

Import of RS's agri-food 380 376 379 377 355 341 372 369
sector on the CEFTA

market (mil. BAM)

Total trade turnover of RS's 484 502 495 502 472 448 488 484
agri-food sector on the

CEFTA market (mil. BAM)

Trade balance of RS's agri- -276 -250 -263 -252 -238 -234 -256 -253
food sector on the CEFTA

market (mil. BAM)

Share of RS's agri-food 20.39 24.18 17.98 17.15 17.23 18.01 14.30 18.47
sector in export on the

CEFTA market (%)

Share of RS's agri-food 45.24 42.34 40.28 38.47 35.86 36.47 31.96 38.66
sector in import from the

CEFTA market (%)

Share of RS's agri-food 35.85 35.63 31.21 29.37 28.28 29.30 24.71 30.62
sector in the total turnover

on the CEFTA market (%)

EU

BExport RS inthe EU (mil. BAM) 1.897 2.094 2.523 2.736 2.651 2.521 3.214 2.519
Import RS in the EU (mil. BAM) 2.115 2.237 2.441 2.647 2.760 2.594 3.227 2574
Total trade turnover of RS on 4.012 4.331 4.964 5.383 5.411 5.115 6.441 5.094
the EU market (mil. BAM)

Trade balance of RS — EU -218 -143 82 89 -109 73 -13 -55
(mil. BAM)

RS agri-food export sector - 86 101 110 108 101 104 128 105
EU (mil. BAM)

Import agri-food sector RS 323 325 359 365 378 378 432 366
—EU (mil. BAM)
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Total trade turnover of RS's 409 426 469 473 479 482 560 471
agri-food sector on the EU
market (mil. BAM)

Trade balance of RS's agri- -237 -224 -249 -257 -277 -274 -304 -260
food sector on the EU

market (mil. BAM)

Share of the agri-food sector 4.53 4.82 4.36 3.95 3.81 4.13 3.98 4.23
in export in the EU (%)

Share of the agri-food sector 15.27 14.53 14.71 13.79 13.70 14.57 13.39 14.28
in import in the EU (%)

Share of RS's agri-food 10.19 9.84 9.45 8.79 8.85 9.42 8.69 9.32

sector in total turnover on
the EU market (%)
Source: Author's data based on trade data of the Institute of Statistics.

The dairy sector is considered one of the most important sectors in
agriculture of the Republic of Srpska, which is also confirmed through a share of
its products in total export, especially with the CEFTA countries (Table 3.). The
average share of the milk and dairy products in the total export of the agri-food
sector of the Republic of Srpska was 10.40%, and imports 2.64%. At the level of
Bosnia and Herzegovina, Mrdalj et al. (2017) examined the structure of total
export of agri-food products in the 2008-2015 period, whereby the highest share
of 12.8% referred to a group of custom tariff 04. Milk and dairy products
recorded a positive trade balance in the total foreign trade turnover during the
observed period, with an average value of 6 million BAM. The surplus in trade
with milk and dairy products can be explained through the significant budgetary
support to milk production in the form of direct payments based on output and
per head of cattle, as well as in the form of payments directed to the modernization
of dairy farms aimed to increase their productivity and competitiveness in milk
production. The second reason for the existence of a positive trade balance lies
in the fact that companies and state institutions in the Republic of Srpska, Bosnia
and Herzegovina have met the required legal and food safety conditions, which made
possible the export of milk and dairy products on the international market (MSTEO,
2019). The CEFTA market is one of the most important for the domestic dairy
sector. In the structure of total export of the Republic of Srpska's agri-food sector
in the CEFTA market, milk and dairy products recorded an average share of
20.30% in the analyzed period. On the other hand, the import share of milk and
dairy products in the total import of the Republic of Srpska's agri-food sector in
the CEFTA market was an average of 2.39%. The year 2019 is considered a year
with the highest values of total trade turnover (61 mil. BAM), i.e., export (41 mil.
BAM) and import (20 mil. BAM) of milk and dairy products between the
Republic of Srpska and the CEFTA countries. The Republic of Srpska recorded
a surplus in the trade of milk and dairy products with the CEFTA countries.

Unlike the CEFTA market, the values of export and import of milk and
dairy products between the Republic of Srpska and the EU indicate not-so-large
trade flows. Starting in 2016, milk produced by dairy farms in the Republic of
Srpska, Bosnia and Herzegovina for the first time entered to EU market, and in
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2018 the EU issued a permission for the export of dairy products to this market.
The average share of milk and dairy products in the total export of the Republic
of Srpska's agri-food sector was 4.81%, while import was 2.69%. Trade
exchange in milk and dairy products between the Republic of Srpska and the EU
was marked by a constant deficit in the observed period.

Tab.3 Foreign trade exchange of the Republic of Srpska's dairy sector for 2015-2021.

WORLD 2015 2016 2017 2018 2019 2020 2021 Average
Export of RS's milk and dairy products 17 22 25 36 48 30 25 29
(mil. BAM)

Import of RS's milk and dairy products 12 13 14 24 47 26 21 23
(mil. BAM)

Total trade turnover of RS's milk and 29 36 39 60 95 56 46 52
dairy products (mil. BAM)

Trade balance of RS's milk and dairy 5 9 10 11 1 4 4 6
products (mil. BAM)

Share of RS's milk and dairy products in 6.89 6.94 7.16 12.71 17.73 11.72 9.66 10.40
the export of agri-food sector (%)

Share of RS's milk and dairy products in 1.49 1.63 1.59 2.78 5.46 3.17 2.33 2.64
the total import of the agri-food sector (%)

Share of RS's milk and dairy products in the 2.76 3.13 3.15 5.19 8.37 5.21 3.97 4.54
total trade turnover of the agri-food sector (%)

CEFTA

Export of RS's milk and dairy products 17 19 18 31 41 24 16 24
on the CEFTA market (mil. BAM)

Import of RS's milk and dairy products 4 7 4 10 20 10 6 9
on the CEFTA market (mil. BAM)

Total trade turnover of RS's milk and dairy 21 25 22 41 61 34 22 32
products on the CEFTA market (mil. BAM)

Trade balance of RS's milk and dairy 12 12 13 22 21 13 11 15
products in CEFTA market (mil. BAM)

Share of RS's milk and dairy products in 15.87 14.73 15.29 25.14 35.30 21.89 13.87 20.30

the total export of the agri-food sector in
the CEFTA market (%)

Share of RS's milk and dairy products in 1.08 1.74 1.18 2.59 5.65 2.98 1.50 2.39
the total import of the agri-food sector in

the CEFTA market (%)

Share of RS's milk and dairy products in 4.26 5.01 4.48 8.19 13.01 7.51 4.45 6.70

the the total trade turnover of the agri-
food sector in the CEFTA market (%)

EU

Export of RS's milk and dairy products 1 3 7 4 7 7 9 5
in the EU market (mil. BAM)

Import of RS's milk and dairy products 9 9 7 11 11 10 13 10
in the EU market (mil. BAM)

Total trade turnover of RS's milk and 9 11 14 15 18 17 22 15
dairy products in the EU market (mil. BAM)

Trade balance of RS's milk and dairy -8 -6 -0.5 -7 -5 -3 -3 -5
products on the EU market (mil. BAM)

Share of RS's milk and dairy products in 0.64 2.88 6.03 4.04 6.52 6.45 7.11 4.81

the total export of the agri-food sector in
the EU market (%)
Share of RS's milk and dairy products in 2.64 2.62 1.98 3.02 2.98 2.66 2.90 2.69
the total import of the agri-food sector in
the EU market (%)
Share of RS's milk and dairy products in 2.22 2.68 2.93 3.25 3.73 3.47 3.86 3.16
the total trade turnover of the agri-food
sector in the EU market (%)
Source: Author's data based on trade data of the Institute of Statistics.
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Analyzing the structure of heading 04, it is obvious that products of custom
tariff 0401 (Milk and cream, not concentrated nor containing added sugar or other
sweetening matter) are the most important group in the total export and import
value between the Republic of Srpska and the World, as well as with the CEFTA
countries. The 0401's share in export to the world market average amounted to
47.85%, and in import 21.76%. Milk and dairy products of custom tariff 0403
(Buttermilk, curdled milk and cream, yogurt, kephir, and other fermented or
acidified milk and cream, wheater or not concentrated or containing added sugar or
other sweetening matter or flavoured or containing added fruits, nuts, or cocoa)
had an average share of 30.08% in the total export to the world market and 7.51% in
import. About 5.25% was an average share of products group of custom tariff 0402
(Milk and cream concentrated or containing added sugar, or other sweetening matter)
in export to the world market and 9.53% in import. A high share of 31.26% and
9.69% in imports was found for dairy products of custom tariff 0406 (Cheese and
curd) and 0404 (Whey, wheater or not concentrated or containing added sugar, or
other sweetening matter; products consisting of natural milk constituents, wheater or
not containing added sugar, or other sweetening matter, not elsewhere specified
or included). A similar structure was in the export and import of milk and dairy
products between the Republic of Srpska and the CEFTA countries. In the
structure of export, the most dominant were the products group of custom tariff
0401 and 0403 with average shares of 50.24% and 26.10%. The same products
group recorded a high share in imports, on an average of 32.30% and 15.10%.
An average of 13.04% and 5.51% was the import share of cheese and curd, and
butter and other fats, and oils derived from milk; dairy spreads. A common
feature of milk and dairy products in the foreign trade between the Republic of
Srpska and the EU is their very small share in export and import (Table 4).

Tab. 4 Structure of milk and dairy products in export and import of heading 04 between the
Republic of Srpska and World / CEFTA / EU for 2015-2021.

0401! 04022 04032 0404* 0405° 0406°

WORLD M X M X M X M X M X M
2015 49.32 9.28 1445 1212 16.99 496 000 27.99 0.55 3.14 0.77 9.28
2016 50.10 10.99 16.28 2849  15.08 735 0.01 4.05 0.56 2.41 1.29 31.61
2017 59.90 14.60 2.48 1.89 2049 1227 0.03 5.12 1.91 1.96 1.60 43.27
2018 4255 25.36 059 11.60 46.04 6.84 0.02 4.56 0.56 1.40 1.32 35.55
2019 47.03 52.18 0.36 4.66 4251 391 001 3.59 0.30 1.85 0.83 26.56
2020 46.62  28.53 1.47 552 3285 6.86 0.03 1127  0.the6l 2.88 1.53 32.03
2021 39.45 1134 1.10 245 36,59 1040 0.06 11.23 0.93 5.00 2.14 40.50
Average  47.85 21.76 5.25 9.53  30.08 7.51 0.02 9.69 0.77 2.66 1.35 31.26

0401 0402 0403 0404 0405 0406

CEFTA X M X M X M X M X M X M
2015 50.62 16.69 14.74 026 1530 11.31 0.00 0.00 0.55 7.14 0.53 8.16
2016 59.14 1231 16.76 0.47 932 1237 0.01 0.00 0.57 4.05 0.57 4.05
2017 59.53  21.22 1.47 0.00 16.61 3218 0.04 0.00 2.38 5.15 1.27 19.59
2018 4454  43.82 0.00 021 4396 1179 0.02 0.001 0.54 2.96 1.12 13.45
2019  47.33 7591 0.18 0.06 4212 438 001 0.001 0.22 2.35 0.49 6.82
2020 4896 47.54 1.82 0.08 27.83 9.86 0.01 0.002 0.53 4.73 1.26 13.46
2021 4156 8.63 1.56 0.01 2755 23.80 0.02 0.001 0.83 12.19 1.55 25.76
Average  50.24  32.30 5.22 0.16 26.10 1510 0.02  0.001 0.80 5.51 0.97 13.04
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0401 0402 0403 0404 0405 0406

Average 1.93 0.24 0.08 0.00 2.58 0.05  0.00 0.49 0.04 0.01 0.17 1.48
Reference:
10401- Milk and cream, not concentrated nor containing added sugar, or other sweetening matter
20402 - Milk and cream concentrated or containing added sugar, or other sweetening matter
30403 - Buttermilk, curdled milk and cream, yogurt, kephir, and other fermented or acidified milk and cream, wheater or not
concentrated or containing added sugar or other sweetening matter or flavoured or containing added fruits, nuts, or cocoa
40404 - Whey, wheater or not concentrated or containing added sugar or other sweetening matter; products consisting of natural
milk constituents, wheater or not containing added sugar, or other sweetening matter, not elsewhere specified or included
50405 - Butter and other fats and oils derived from milk; dairy spreads
©0406 - Cheese and curd

Source: Author's calculation based on trade data of the Institute of Statistics.

The following Table 5. shows indicators of export competitiveness, as well
as the type of external competitiveness. The first approach referred to the
calculation of the net trade index of milk and dairy products in the World,
CEFTA, and EU markets. The calculated values of the NTI showed that milk and
dairy products were competitive in export to the World and CEFTA market.
Negative values of the NTI indicated comparative disadvantages, which were
pronounced in 2015 (- 0.88) and 2016 (- 0.49). Positive values of the NT1 of milk
and dairy products in the total foreign trade with the World and CEFTA are due
to the fact there is net export. On the other hand, negative values of the NTI of
milk and dairy products in the total foreign trade with the EU were induced by
the fact that imports exceeded the export of these products. Markovi¢ et al. (2019)
found similar results in the calculation of the NTI of Serbia's agri-food sector
with the EU and the World. The authors stated that dairy products and birds’ eggs
division achieved positive net export in the World market (NTI = 0.21),
compared to unfavourable export competitiveness in the EU market (NTI = -
0.59). Analyzing the second indicator of export competitiveness, it can be seen
that milk and dairy products made a positive contribution to the trade balance
with the World and CEFTA countries. Alternatively, this means that the Republic
of Srpska had competitiveness in the export of milk and dairy products in relation
to the World and CEFTA countries. Negative values or very low values of the
CTBI for milk and dairy products indicated negative contribution to the trade
balance with the EU countries. Finally, the third indicator represents the type of
external competitiveness, by comparing export and import prices with the
quantity of export and import of milk and dairy products in the World, CEFTA,
and EU markets. Milk and dairy products are competitive in terms of price in the
World market. Two different types of external competitiveness recorded milk
and dairy products in the CEFTA market, i.e., with prices (2015; 2016; 2017,
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2021) and quality (2018; 2019; 2020). The deficit in trade and low unit export
prices indicated predominately quality non-competitiveness of milk and dairy
products in the EU market during the observed period. Markovi¢ et al. (2019)
determined the type of quality non-competitiveness for dairy products and birds’
eggs division of Serbia's agri-food sector in the EU market too.

Tab 5. NTI, CTBI, and type of external competitiveness of milk and dairy products in trade
with the World, CEFTA, and EU for 2015-2021.

WORLD CEFTA EU

Type of Type of

Years 1 crBl external NTI cTel  ypeofexternal o external

- competitiveness i
competitiveness competitiveness

Price Price - Quality non-
2015 0.22 0.11 competitiveness 0.60 0.39 competitiveness  0.88 0.01 competitiveness
Price Price - Quality non-
2016 031 0.10 competitiveness 0.48 0.48 competitiveness  0.49 0.01 competitiveness
2017 035 0.8 Price 060 027 Price Quality non-

competitiveness competitiveness  0.03  0.005 competitiveness

Price Quality - Quality non-

2018 031 0.11 competitiveness 0.53 0.38 competitiveness  0.43 0.01 competitiveness
2019 022 0.6 Price 035 073 Quality - o1 Qualitynon-
competitiveness competitiveness  0.26 competitiveness

2020 021 0.0 Price 040 051 Quality © go1 Qualitynon-
competitiveness competitiveness  0.20 competitiveness

2021 015 005 Price 049 020 Price o1 Quality non-
competitiveness competitiveness  0.16 competitiveness

Source: Author's calculation based on trade data of the Institute of Statistics.
Conclusion

The dairy sector is considered one of the main pillars of agricultural and
rural development in the Republic of Srpska. Change of conditions in the trade
with milk and dairy products, i.e., the fulfilment of legal and food safety
conditions by companies and authorities in the Republic of Srpska, Bosnia and
Herzegovina significantly affected the foreign trade in this commodity group.
The aim of this research was to determine the export competitiveness of milk and
dairy products of the Republic of Srpska in the international market. The results
of the analysis indicated that milk and dairy products had a significant average
share of 10.40% in total export of the agri-food sector. The participation of milk
and dairy products was 20.30% in the total export of the agri-food sector of the
Republic of Srpska in the CEFTA market, while the EU market recorded a very
modest share of 4.81%. Milk and dairy products showed competitiveness in the
World and CEFTA market with positive values of the NTI. However, a lack of
competitiveness in milk and dairy products was recorded in trade with the EU
countries. Trade of milk and dairy products with the World and CEFTA countries
assumed comparative advantages, i.e., values of the CTBI indicated that this
commodity group made a positive contribution to the trade balance. Regarding
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the EU market, very low or negative values of the CTBI have been observed,
which means there were comparative disadvantages in the trade of milk and dairy
products. The analysis of the type of external competitiveness showed, that the
milk and dairy sector in the World and CEFTA market mostly competed with
prices. In the 2018-2020 period, export quantity exceeded import quantity, and
high unit price of exports than the unit price of imports implied the quality
competitiveness of milk and dairy in trade with the CEFTA countries. Constant
deficit in trade, i.e., low import quantity and low level of the unit price of imports
indicated the failed quality competition of Republic Srpska's milk and dairy
products in the EU market. The analysis of export competitiveness indicates the
need for improvement of the export structure of the dairy sector in direction of
favouring higher value-added products, especially in the EU market.
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M3BO3HA KOHKYPEHTHOCT MJIMje€Ka U MJIMjEYHUX NPOU3BOJIA
Peny6niuke Cpricke Ha Mel)yHapOJTHOM TPXKUIITY

Becna Mpuais!, Anexcannap Ocrojuh?, Xesbko Bamko!

YVuusepsumem y Baroj JIyyu, Ilomonpuepeonu gaxynmem, Byresap eojeode Ilempa
bojosuha 14, bawa Jlyka, Penyonuxa Cpncka, bocna u Xepyeeosuna

Caxerak

[lnsb oBOT UCTpaXKMBama je aHadn3a U3BO3HE KOHKYPEHTHOCTH MIIMjeKa M
MIjeuHrx npousBona Pemybmke Cpricke Ha Mel)yHapoaaoM Tpxuiuty. MHaukaTopu
aHATM3UPaHK y paxy cy uHaekc Heto u3Bo3a (NTI) u uHIEKC TOTpUHOCA TPrOBUHCKOM
owmnancy (CTBI). ITopen tora, y paay je HCTpaXKeH THI M3BO3HE KOHKYPEHTHOCTH
MJIMjeKa M MIIMjEYHHMX IPOM3BOJA MpeMa YeTUpU KpuTepuja Ha 0a3u mopehema
JeIVHUYHUX THjeHa W3Bo3a M yBo3a. CBW MOKaszaTelbu Cy M3padyHaTH Ha 0a3u
CTaTHCTUYKHX ITOJIaTaKa O CTIOJHHOj TPTOBHHHM Y MITHj €KY 1 MJIH]SYHIM POU3BOANMA U
onHoce ce Ha nepuoa 2015 - 2021. YV cTpykTypHu YKYITHOT U3B03a IOJHONPUBPETHO-
npexpamMOeHOT CEKTOPa, MITH]EKO U MJTHjeYHH TIPOM3BOIN UMajy 3HAYajHO TIPOCjEIHO
yuemhe oz 10,40%. 3emsbe CEFTA 1 EY kao riaBHe TpKHIIHE JECTUHALIM]E 38 MIIH]EKO
W MJIMjeYHe MPOM3Boje Omibexuiie cy npocjeuno yuemrhe on 20,30% u 4,81% y
YKYITHOM M3B03y arpouHaycTpHje Permybnuke Cprcke. 3a pasiuky ol 3eMaba EY,
anaimm3a NTI je mokaszana mocrojame KOHKYPEHTHOCTH Y TPTOBHHH MIIMjeKa H
MIIMjeuHHX Tpon3Boja m3mel)y PemyOuke Cpricke u cBujera, kao u 3emasba CEFTA-e.
W3pauynare Bpujennoctu CTBI yka3zane cy Ha MO3UTHBAH JONPUHOC MIIMjeKa U
MJIHj€YHHX ITPOU3BO/IAa TProBUHCKOM Omitancy namely Perry6mmke Cpricke n 3emaspa
CEFTA-e, ka0 1 yKyITHOM TPrOBHHCKOM Ouiancy. Y TproBunu ca EY munjexo u
MJIMj€4YHH TIPOU3BO/IN CY TIOKa3all KOMIIapaTUBHE HejocTaTke. Pesynraru ananmse
OasupaHe Ha mopelemy jeAMHMYHHMX IMjeHa W3BO3a M YyBO3a IMOKa3ald Cy
CEerMEHTAallNjy TPKUILTA MJIHjeKa U MJIMjeYHHX ITPOU3BOJIA HA TPY JMjeNa; JOMHUHAHTHY
[[jEHOBHY KOHKYPEHTHOCT Ha CBjETCKOM TPXHIITY, I[JEHOBHY KOHKYPEHTHOCT M
KOHKYpeHTHOCT kBanmutetoM Ha Tpxumty CEFTA-e u mperexHO IjeHOBHY
HEKOHKYPEHTHOCT Ha TpxulTy EY. AHanu3a Tumna n3Bo3He KOHKYPEHTHOCTH yKa3yje
Ha noTpe0y yHnapehema cTpyKType H3B03a CeKTopa MIIHjeKa Yy Mpasily (aBopH30Bama
npou3Boja Behe jgoare BprjeqHOCTH ToceOHOo Ha TpxumTy EY.

Kwyune pujewu: Mamjexo u MJIMjE€UHU IIPOU3BOIM, NU3BO3HA KOHKYPEHTHOCT,
Pemmy6ninka Cpricka, CrioJbHa TPTOBHUHA
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