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ABSTRACT:

Considering that foreign investments represent a significant generator with which enter-
prises and host countries can achieve their economic growth and development, the aim
of this research is to determine the impact that foreign investments had on individual
marketing planning processes (research and development, procurement policy, distribu-
tion and sales and post-sales policies) in Bosnian and Herzegovinian enterprises. The
research results show that foreign investments determine changes in the process of plan-
ning sales activities, procurement activities, distribution and post-sales activities, while
the changes are not statistically significant when it comes to research and development
activities. The contribution of this paper is reflected in the evaluation of the results
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achieved by Bosnia and Herzegovina in terms of the inflow of FDI, and the analysis of
the effects that FDI, realized in Bosnia and Herzegovina in the last five years, had on the
processes of research and development, procurement, distribution, sales and post-sales
policy of the recipients.
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MARKETING KNOW-HOW.




EKONOMSKE IDEJE | PRAKSA | BROJ 50 | SEPTEMBAR 2023. l i -

1. INTRODUCTION

The process of globalization in the last few decades has left far-reaching consequences
on all aspects of the economy and society as a whole. An important aspect of globaliza-
tion is certainly the very pronounced growth of foreign direct investments (hereinafter
referred to as FDI), especially in the period from 1980 to 2016, when their growth was
recorded by as much as 86 times.

The increasing progress of globalization and internationalization, as well as the desire of
enterprises to achieve the best possible market position, make FDI a necessary segment
of business. FDI are not only a key driver of global economic growth and development,
but also plays a key role in reducing the economic gap between countries. They repre-
sent the largest and most stable source of external financing for developing countries,
and more importantly, they represent a significant source of advanced technology and
modern know-how, which are of great importance for the structural transformation and
improvement of enterprises and developing countries. Many enterprises are intensifying
their activities to attract foreign capital because FDI represent one of the most important
instruments for obtaining an integrated package of material and immaterial resources
(technology, capital, management and marketing know-how, trained workforce, and
such). FDI most often appear in their three basic forms, namely: greenfield investments,
M&A (merger and acquisition) and joint ventures.

The reason why FDI are an important generator of economic development is not only the
financing of projects (transfer of financial capital from abroad) but also the transfer of
proven technologies, managerial and marketing know-how. The realization of FDI may
significantly improve the competitiveness of domestic enterprises, precisely through the
transfer of modern technologies and proven managerial and marketing knowledge, con-
sidering that these are development resources which are significantly lacking in transition
and developing economies (Adapted from: Civié¢, Muratovi¢, Petrovi¢, 2017, p. 7. About
the impact of knowledge transfer on the performance of international acquisitions, see:
Pokrajci¢, Vavovi¢, 2011, p. 26.).

The investment package, seen from the micro aspect, complements the available produc-
tion factors of the recipient enterprise and creates conditions for improving the produc-
tion process, increasing productivity, improving competitiveness, and such. Nevertheless,
seen from the macro aspect, FDI through the transfer of tangible and intangible resources
also affect growth and development of the host country.

Therefore, the goal of attracting foreign investments is reflected in building and improv-
ing an enterprise’s competitive advantage, which will also achieve greater profitability
and a sustainable position in relation to other competitors that also aim to attract foreign
capital. An enterprise may achieve a competitive advantage through improvements, in-
novations and introduction of changes in its business processes, and these often occur as
a result of foreign investment realizations. Foreign investments contribute to the develop-
ment and improvement of the competitiveness of the enterprise and the host country in
several ways, namely: through the transfer of capital - which directly expands the growth
potential of the enterprise and the recipient country. Further, by transferring more modern
technology, accepting more efficient organizational and marketing know-how of the for-
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eign business partner, which improves the business processes of the recipient enterprise
that results in strengthening their competitiveness on foreign markets. Foreign invest-
ments “open doors” for domestic enterprises to new markets, new lines or completely
new (innovated) products, and such (according to Bucifal., 2008, p. 299.). Therefore,
FDI transfer should improve the market performance of recipient enterprises, because
foreign, among other, investments lead to the improvement of the marketing knowledge
of capital recipients. By realizing FDI enterprises, recipients have the opportunity to
improve the market research process, which includes the organization of research and
analysis of the target market; to have the possibility of improving the planning process
and introducing new, more innovative products; to improve the process of planning and
realization of sales; to improve the process of organizing and realizing promotional activi-
ties; to have the possibility of improving distribution channels, and others (Adapted from
Begti¢, 1997, pp. 206-207).

Considering the benefits that enterprises realize from the inflow of FDI, the focus of this
research will be on the improvement of marketing planning (research and development
process, procurement and distribution process, sales and post-sales policies) of domestic
Bosnian and Herzegovinian enterprises receiving foreign capital.

According to data from the Central Bank of B&H, from 2011 to 2021, 8.097 billion BAM
was invested in Bosnia and Herzegovina through FDI. Bosnia and Herzegovina achieved
the highest growth in the inflow of foreign investments in the observed period in 2021,
when the amount of foreign investments amounted to 971 million BAM, which is 234
million BAM or 31.75% more than in 2020. The level of inflow of foreign investments
in Bosnia and Herzegovina during the period of the COVID-19 pandemic was signifi-
cantly lower, which was to be expected considering that the pandemic had a significant
impact on the realization of business activities in countries around the world. According
to published data from 2020 and 2019, we see that foreign investments in Bosnia and
Herzegovina decreased by 62 million BAM and 164 million BAM, respectively, compared
to 2019 and 2018. In the observed period, enterprises from Austria (BAM 2.88 billion),
Croatia (BAM 2.71 billion), Serbia (BAM 2.25 billion), Slovenia (BAM 1.26 billion)
invested the most in B&H, while the investments of other countries (Germany, Great Brit-
ain, Italy, Netherlands, Turkey) are below one billion BAM of invested capital in Bosnia
and Herzegovina in the period 1994 - 2021. Based on data published by the Central
Bank of Bosnia and Herzegovina, it is evident that investments from EU countries make
up 63% of the total realized investments in our country (adapted from: www.fipa.gov.ba,
accessed November, 2022).

THEORETICAL FRAMEWORK OF FDI INFLUENCE ON THE
IMPROVEMENT OF MARKETING PLANNING PROCESS IN
RECIPIENT ENTERPRISES

FDI represent a significant generator of growth and development of recipient enterprises,
especially in current conditions that are characterized by rapid technical and techno-
logical progress and strong competitiveness. FDI have an impact on the improvement of
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quality of enterprise’s operations, due to the fact that, in addition to material transfers,
foreign investors also bring in intangible capital that helps the enterprise in improving
its marketing system, as well as in strengthening the enterprise’s competitive advantage.
Through the implementation of foreign investments, domestic business partners gain
access to modern technology and knowledge (patents, inventions, licenses, and such),
which improves their business processes (production, distribution, sales, and such.) and
thereby strengthens their market competitiveness, which results in improvement busi-
ness performance. The effects of FDI on enterprises performance were also addressed
by Rajnoha et al., (2018), Charalampidou, Magoutas & Chountalas (2018), Akulava
(2008), Skudar (2004), Jovanéevié (2007), Jovanéevi¢ and Simurina (2008), Josi¢
(2008), Pokrajci¢ & Vavovi¢ (2011) and others.

By transferring modern marketing knowledge, domestic business partners (recipients of
foreign capital) have the opportunity to improve a series of marketing activities that will
enable the growth and development of the overall business. These improvements are
reflected, among other things, in the improvement of: market research, marketing opera-
tions planning, product and brand development, distribution channels, sales and after-
sales activities, and so on.

Foreign investments, in addition to well-known social benefits such as capital transfer,
technology transfer, and such, bring with them significant knowledge and skills that may
help the recipient enterprise in increasing internal resources, productivity and creating a
sustainable competitive advantage (adapted from: Aitken, Harrison 1999, p 607). The
competitive advantage of domestic enterprises may be the result of a more efficient pro-
cess of research and development carried out by recipient enterprises, a more efficient
process of planning business activities, the adoption of a more modern policy of procure-
ment, distribution and conducting a more effective sales and post-sales policy. Consider-
ing the above, we can conclude that the recipients essentially improve the value chain or
its individual activities through the implementation of FDI (See: Castellani, Pieri, 2011
on the positive and negative effects of FDI on the value chain of recipient enterprises).

With the influx of foreign capital, both investors and recipients acquire new knowledge
and skills related to the realization of the research and development process, since there
is an overflow of knowledge between business partners (adapted from: Petit and Sanna-
Randaccio, 2000). Domestic business partners are given the opportunity to use more
modern databases and research methods of foreign business partners, which may con-
tribute to a more successful implementation of the production process. Also, the knowl-
edge of foreign business partners may be used by the recipient to achieve innovation
regarding the product itself, but it may certainly also be used to improve their quality,
increase the flexibility and productivity of the production process, increase production
capacity and provide services, increase the level of security, and so on. For the creation
of technological innovations, grand investments are necessary in research and develop-
ment. Multinational enterprises have the necessary funds to cover such high research
costs based on the significant turnover of goods and services at the global level and
the profits that are realized. With the implementation of foreign investments, new or-
ganizational and technological solutions are adopted far more quickly and in simpler
manner than through any other form of business cooperation. In addition to access to
the complete know-how bases of the parent enterprise and capital recipient enterprises,
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foreign enterprises have the parent enterprise’s research and development centers at
their disposal. In this way, they gain an additional advantage and have greater efficiency
in their research processes compared to enterprises operating on the domestic market.
Simpler and faster access to databases, more modern software for data collection and
analysis, and a different approach to the interpretation of that data by marketing experts
are just some of the benefits that a domestic enterprise gains by realizing FDI. Unlike
most domestic enterprises, foreign enterprises carry out activities aimed at continuous
monitoring of the market, where research is carried out at certain time intervals, and
aims to collect information about changes in the market and respond to them in a timely
manner (Muratovi¢, 2021).

In addition to the positive impact that FDI have on the research and development process
of the recipient enterprise, they also make a significant contribution to the procurement
policy, which includes all activities related to the procurement of raw materials, materi-
als, and the implementation of a number of other activities related to negotiation and
communication with suppliers, keeping records of distributors and suppliers, as well
as, monitoring the procurement process itself (adapted from: Aitken, Harrison, 1994).
Through the implementation of this form of business cooperation, FDI recipients have the
opportunity to acquire resources, necessary inputs, materials and semi-finished products
from a large number of alternative sources, which facilitates the enterprise’s negotiation
process regarding the procurement of the same, but also ensures the smooth develop-
ment of the production process in the enterprise. Also, the possibility of purchasing raw
materials from a large number of sources gives the recipient the opportunity to procure
them much more efficiently than before, with significantly lower procurement costs. If we
consider that the investors are enterprises from more developed countries, the quality of
the purchased raw materials is significantly higher compared to the raw materials avail-
able to domestic enterprises before the realization of FDI. As a result, the aforementioned
may have a higher quality output, a finished product that will be more competitive than
others on the market. PareZanin, in his publication “Foreign Direct Investments in the
Energy Sector of the Republic of Serbia”, indicates the positive effects that FDI have, in
terms of technology transfer, on the creation of a competitive product that will result in a
better position on the market (adapted from: Parezanin, 2016).

What is particularly important to emphasize, regarding the impact of FDI on the realiza-
tion of procurement activities by the recipient enterprises, is that they lead to the estab-
lishment of longer-term business relationships with more reliable suppliers, lead to the
establishment of an interactive procurement process with parent and sister enterprises,
lead to a more advanced interaction of the procurement process with logistics and sales,
which is extremely important to the entire production process. Foreign investments also
contribute to increasing and improving the cooperation of the recipient enterprise with
the domestic, local suppliers. In this way, benefits are realized for both, the local supplier
and the entire economy of the recipient country. More modern knowledge of the foreign
business partner will also contribute to the introduction of more advanced parameters
for measuring the success of the procurement process of the recipient enterprise. There-
fore, from all of the above mentioned, we may conclude that more modern, advanced
knowledge transferred by a foreign business partner will result in the improvement of
the domestic enterprise’s procurement process and its improvement. The advantages of
foreign investments are also reflected in the improvement of outbound logistics activities,
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by which we consider all the necessary activities to deliver the finished product to the end
customer (collection, storage, product distribution, and such). Through the realization of
foreign investments, the capital recipient has at his disposal, in addition to the parent
and distribution channels of investors. Considering that foreign investors mostly come
from more advanced countries and have a more developed network of distribution chan-
nels, the recipient enterprise using the investor’s distribution channels may influence
the reduction of distribution costs, the reduction of delivery deadlines and the increase
of efficiency in the delivery of its products. In addition, the transferred knowledge may
enable the domestic business partner to improve the quality of the provided distribution
services, which gives it an additional advantage when providing services to its customers
compared to the competition. Business contacts that domestic enterprises make with
foreign distributors very often result in the establishment of partnership relations, which
may lead to the development of other forms of business cooperation. Furthermore, the
transferred knowledge to domestic enterprises will enable the increased efficiency of the
distribution system and lead to the improvement of the services themselves, which deal
with the delivery of products and services. Foreign investments also contribute to the
improvement of the entire sales process, which we may safely state that it represents one
of the most important sub-processes within marketing. Through the implementation of
FDI, the recipient enterprise may easily acquire new knowledge related to the planning
process and the introduction of new sales methods, improve and advance its commu-
nication policy with customers, and improve monitoring of sales operations. With the
help of modern technology and knowledge that they gain through foreign investments,
the recipient enterprises now produce more affordable and better quality products, and
they have the opportunity to market these same products to new markets where they did
not operate before. Higher product quality will affect the reduction of the total number
of services (especially services within the warranty period), which will lead to customer
satisfaction and security in the product and the enterprise itself. On the other hand, an
increase in the volume of sales, both on the domestic and on the foreign market, will also
require an increase in the volume of production, which gives the recipient enterprise an
additional opportunity to increase its profit and improve its overall market performance.
Through the implementation of FDI, recipients improve their pricing policy, product range
management policy, redefine and improve the existing brand management policy, in-
crease sales profitability, increase the capital turnover ratio, improve the communication
process in the enterprise, improve the sales infrastructure, and so on. Additionally, trans-
ferred marketing knowledge, related to the realization of sales activities, will influence the
redefinition of customer selection methods, sales conditions and general cooperation of
domestic enterprises with customers (Muratovi¢, 2021).

Therefore, sales activities, which are improved through the realization of FDI, are: (adapt-
ed from: Civi¢, 2011, p. 268.)

* Planning and selection of a market segment,

e Customer relations management,

* Planning of distribution channels,

e Activities relating to product positioning,

e Planning, preparation and realization of promotional activities,
¢ Public relations,

e Training sales staff,

e Planning of pricing policy, and so on.



l !m FOREIGN DIRECT INVESTMENT AS A DETERMINANT OF MARKETING PLANNING IN BOSNIAN AND HERZEGOVINIAN ENTERPRISES

In order for the management of the capital recipient enterprise to be able to attract
and retain a larger number of potential customers, large investments in promotional
activities are necessary. In an effort to respond to customers’ needs and desires in the
most adequate way possible, in addition to traditional enterprises, they are increasingly
adopting and applying modern business methods and promoting their products on differ-
ent platforms. Modern technology enables recipient enterprises to inform and familiarize
potential customers with their products and services in a faster and easier way. Good or-
ganization of promotional activities and their timely orientation towards the target market
and focusing on the target group of customers helps the recipient enterprise in attracting
a larger number of potential customers, timely collection of feedback from them, while it
may also affect the reduction of costs of additional employment of labor. Through foreign
investment, the recipient enterprise acquires additional knowledge related to the more
efficient implementation of post-sales activities (installation, maintenance, servicing, and
such.), which directly affects the increase in the value of its products, as well as, their
differentiation on the market. Also, the recipient enterprise is now able to offer a wider
range of post-delivery services, improve the product servicing process after the expiry of
the warranty period, by establishing a CRM system, employ additional workforce whose
main task is to take care of customer satisfaction, and establish a long-term system for
managing relations with them (Muratovi¢, 2021).

From the above mentioned, we may see that foreign business partners, through the
realization of investments, that is, the transfer of more modern technical-technological,
managerial and marketing knowledge, and modern technology and capital, have the
possibility of increasing productivity and creating additional value of domestic business
partners (about the effects of foreign direct investments on the domestic business part-
ner, see: Aitken, Harrison, (1999); Castellani, Pieri, (2011); Aitken, Harrison, (1994);
Konings, (2001); Klimek A., (2017), Willmore L., (1986); Navaretti, Castellani, Disdier
(2010); Lipsey (2002); Iwasaki, Tokunaga, (2016)). However, the improvement of the
recipient’s business activities is determined by the ability of the management of the
domestic business entity to adopt and implement new and more modern knowledge,
brought in by the foreign business partner.

The effects of FDI on the realization of the recipient’s marketing activities primarily de-
pend on the development of the capital recipient, as well as, the previously acquired
knowledge and skills related to the realization of marketing activities. If the employees
of the recipient enterprise have certain knowledge related to the realization of marketing
activities (procurement, sales, post-sales activities, and such), the transferred knowledge
through FDI will enable them to improve their existing knowledge and skills and acquire
new, more modern ones, which will raise the realization of these activities to one higher
level, and will ultimately enable the domestic enterprise to become more competitive,
both on the domestic and foreign markets. On the other hand, if the level of knowledge
related to the implementation of marketing activities is at a lower level, employees will
primarily not be able to adequately accept and understand the more modern knowledge
brought by foreign business partners, which will result in the spillover effect being insig-
nificant, and the success of the enterprise’s operations and its market position will be
questioned.
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3. RESEARCH METHODOLOGY AND HYPOTHESES

The data used in this work were collected using the survey method (written structured
survey technique), where a survey questionnaire was used as a data collection form.

The questionnaire was structured in the form of closed-ended questions with the of-
fered number of enumerations and closed-ended questions with the offered answers of
measurement intensity. The first part of the questionnaire contained a group of questions
related to the demographic data of an enterprise (respondent). The second part of the
guestionnaire was created in accordance with the elements of the research subject and
contained indicators that measure constructs defined by hypotheses, that is, individual
elements of the marketing planning process and FDI in Bosnian and Herzegovinian en-
terprises.

The questionnaire consisted of 25 questions in total, where 11 of them (with a total of
102 statements) related to the realization of the marketing planning process (research
and development, procurement, distribution and sales and post-sales policies) in Bosnian
and Herzegovinian enterprises of FDI recipients. All questions in the survey were closed-
ended and measured the views of the management of FDI recipient enterprises about the
effects of FDI on the marketing planning process in their enterprises. The views to the
observed elements of marketing planning were measured using the Likert scale in the in-
terval from 1 to 5, where the written numbers had the following meanings: 1 = Strongly
disagree, 2 = Disagree, 3 = Neither agree nor disagree, 4 = Agree, 5 = Strongly agree.

The sample includes enterprises from Bosnia and Herzegovina, recipients of foreign di-
rect investments in the amount of more than 5 million BAM. Information on recipient
enterprises was obtained from the register of foreign direct investments in Bosnia and
Herzegovina, which is maintained by the Central Bank of B&H and the Foreign Invest-
ment Promotion Agency in B&H (FIPA), and the basic set of respondents consisted of the
management in domestic enterprises. The research population was represented by 120
enterprises from Bosnia and Herzegovina that are recipients of foreign direct investments
in the amount of more than 5 million BAM. 36 respondents (30%) responded to the
invitation to participate in the research and submitted a completed questionnaire form.

For the purposes of testing the working hypotheses defined in the paper itself, that is, for
examining the relationship between independent and dependent variables, the analysis of
variance (ANOVA) was used as a statistical method that attempted to determine whether
the level of realized FDI among respondents significantly determines changes in certain
processes within the marketing framework.

The main research hypothesis is: “Foreign direct investments contribute to the improve-
ment of marketing planning in Bosnian and Herzegovinian enterprises”. In order to prove
the main research hypothesis, the following working hypotheses have been defined:

e HI: FDI realized in B&H significantly determine changes in procurement policy in
domestic Bosnian and Herzegovinian enterprises.

e H2: FDl realized in B&H significantly determine changes in research and development
in domestic Bosnian and Herzegovinian enterprises.
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e H3: FDI realized in B&H significantly determine changes in distribution process in
domestic Bosnian and Herzegovinian enterprises.

e H4: FDI realized in B&H significantly determine changes in sales policy in domestic
Bosnian and Herzegovinian enterprises.

e Hb: FDI realized in B&H significantly determine changes in post-sales policy in dome-
stic Bosnian and Herzegovinian enterprises.

Out of the total number of submitted questionnaires, the largest percentage of respond-
ents was from the manufacturing sector (38.90%). The second place was taken by the
services sector (22.22%), while the trade and financial sectors, with an equal percentage
of participation, were in last place (19.44%).

4 RESEARCH RESULTS AND DISCUSSION

With the aim of determining whether the level of realized FDI significantly determines
changes in certain processes within the framework of marketing, we conducted an ANO-
VA test, the results of which are presented in the following table.

»2 TABLE 1. ANOVA

——n—m

Between Groups 6.943 11.120 .001
PROCUREMENT Within Groups .185 8 .023

Total 7.128 35

Between Groups 8.530 27 316 3.021 .054
Within Groups .837 8 .105

Total 9.367 85

Between Groups 29.584 27 1.096 7978 .002
DISTRIBUTION Within Groups 1.099 8 137

Total 30.683 85

Between Groups 152553} 27 .565 36.156 .000
AR ANTES Within Groups .125 8 .016

Total 15.378 85

Between Groups 14.474 27 .536 3.588 .033
Within Groups 1195 8 .149

Total 15.669 35

RESEARCH &
DEVELOPMENT

POST-SALES
ACTIVITIES

Source: Authors’ creation based on primary research

The results of the ANOVA test show that the amount of FDI realized by domestic Bosnian
and Herzegovinian enterprises significantly determines changes in the process of plan-
ning procurement activities (significance 0.001 < 0.05), then, the process of planning
distribution activities (significance 0.002 < 0.05), the process of planning sales and
post-sales activities (significance 0.000 and 0.033 respectively < 0.05). Changes are
not statistically significant only in the process of planning research and development
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activities (significance 0.054 > 0.05). The effects of FDI on the recipient’s purchasing
policy are primarily reflected in the procurement of raw materials and materials from
multiple sources, the establishment of an interactive procurement process with parent
and sister enterprises, the management of a more comprehensive procurement policy,
the introduction of more advanced parameters for measuring the success of the recipient
enterprise’s procurement process, and such.

Considering the procurement function of domestic Bosnian and Herzegovinian enterprises,
that have a share of foreign capital in their structure, according to the results of the ANOVA
analysis (Table 1), we found that the level of FDI significantly determines changes in this
process. However, with the aim of determining which elements of the procurement pro-
cess are improved most after the realization of foreign investments, we analyzed the views
of respondents whose average ratings are presented in the following graph.

»2 GRAPH1. AVERAGE RATINGS OF RESPONDENTS' VIEWS ABOUT THE IMPROVEMENT OF CERTAIN ELEMENTS OF
PROCUREMENT AFTER THE REALIZATION OF FDI

Changed procurement process in an enterprise [ N 448
Established long-term business relations with more reliable suppliers [ NG 245
Established an interactive procurement process with the parent and sister companies [ NNENEGNIGININIGEGEEEEEEEEEEEEEEEES 2 45
Established interaction of the procurement process with the logistics and sales [ NN 34
Achieved more efficient procurement of the nacessary resources in the company [N 431
Determined parameters of successful procurementinan enterprise I 431
Increased quality of procured raw materials in an enterprise [N 4.24
Decreased procurement costs of necessary resourcesinan enterprise [ N 410
Developed alternative sources of necessary raw materials inan enterprose [ N 3.86
Increased cooperation of an enterprise with domestic suppliers I S3.33

1.00 3.00 5.00

1=1completely disagree, 2 = | donot agree, 3 = | neither agree nor disagree, 4=1 agree, 5 =1 completely agree
Source: Authors’ creation based on primary research

From the Graph above, we may observe that, according to the average views of the
respondents, FDI contributed the most to the improvement of certain aspects of the
purchasing policy of domestic enterprises (with an average rating of the views of the
respondents 4.48). This is followed by their positive influence on the establishment
of long-term business relations with more reliable suppliers and the establishment of
interaction of the procurement process with parent and sister enterprises (average score
of the respondents for both elements 4.45). The attitude of respondents is also positive
when considering the effect of FDI on the establishment of interaction between procure-
ment processes and sales and logistics processes (average score of respondents’ views
4.34). According to the average ratings of respondents’ views, FDI contributed the least
to the increase of cooperation of domestic enterprises with local suppliers (average rating
of respondents’ views 3.83), while the average ratings of respondents’ views for other
observed elements of the procurement process ranged from 3.86 to 4.34 (Graph 1).
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Although the results of the ANOVA analysis (Table 1) showed that the amount of realized
FDI does not statistically significantly determine changes in the research and develop-
ment function of domestic Bosnian and Herzegovinian enterprises, this does not mean
that they did not truly lead to changes in certain elements of the same.

»2 GRAPH 2. AVERAGE RATINGS OF RESPONDENTS' VIEWS ABOUT THE IMPROVEMENT OF CERTAIN ELEMENTS OF
REASERCH AND DEVELOPMENT AFTER THE REALIZATION OF FDI

Upon realization of oreign investments, new technologies were implementsd [ - <o
Your company acquired new instruments and applied new research and development _ 459
techniques after foreign investments "
Foreign investments have contributed to the transfer of more modem knowledge _ 4.45
related to the realization of the research and development process :
Through realisation of investments, creativity and innovation has increased in your _ 434
enterprise 3
Foreign investments have ledto the creation of new innovationsin your ertersrise [N - 21
Realization of foreign investments have contributed to the improvement of research and _ 393
development capacities .
Upon realization of foreign investments, did the research and development department _ 3.90
establish a better cooperation with other departments in your enterprise B
1.00 3.00 5.00

1=1completely disagree, 2 = | do not agree, 3 =1 neither agree nordisagree, 4= agree, 5 = | completely agree.

Source: Authors’ creation based on primary research

Analyzing the results presented in Graph 2, we may observe that, according to the aver-
age views of the respondents, FDI contributed the most to the implementation of new
technologies and the acquisition of new research and development instruments and tech-
niques (the average score of the respondents in both cases was 4.59). The next higher
effect of foreign investments was on the transfer of more modern knowledge related to
the realization of the research and development process (average score 4.43), while the
average score of respondents regarding the effects of FDI on increasing the creativity and
innovation of the recipient enterprise is 4.34. According to the views of the respondents
and the achieved average scores of 3.93 and 3.90, foreign investments contributed the
least to the improvement of research and development capacities and to the establish-
ment of better cooperation between the research and development department and other
departments in the enterprise.

Foreign investments also have their effects on the recipient enterprise’s distribution pol-
icy. Namely, modern transferred know-how often results in an increase in the number of
distribution channels of host enterprises, which affects the reduction of total distribu-
tion costs, the reduction of product (service) delivery deadlines, the improvement of the
distribution services quality provided to customers, and so on. Before we analyze the
average views of respondents regarding of the effect of FDI on the improvement of cer-
tain elements of the distribution process, it is important to emphasize that the results of
the ANOVA analysis (Table 1) showed that the level of FDI significantly determined the
changes in this process.
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»2 GRAPH 3. AVERAGE RATINGS OF RESPONDENTS' VIEWS ABOUT THE IMPROVEMENT OF CERTAIN DISTRIBUTION
ELEMENTS AFTER THE REALIZATION OF FDI

Quality of the enterprise's distribution services has been improved [ NN C.53
Distribution costs in the enterprised have been decreased [ NGNS .93
Number of distribution channels in the enterprise has been increased [N 5.03
Product delivery service has been improved [ £4.00
Product delivery deadlines have been decreased I /00
Partner relations with significant distributors have been established [ NG 2 .07
Inventory management policy has been redefined [ N -.10
Inve ntory turnover ratio in the enterprise has increased [ NENEGEGNIGIGIGIGINGEGEGEEEEENEEEEN 214
Distribution system efficiency in the enterprise has increased [N 431
1.00 3.00 5.00

1=1completely disagree, 2 =| do not agree, 3 = | neither agree nor disagree, 4 = | agree, 5 = | completely agree.

Source: Authors’ creation based on primary research

However, if we observe the average ratings of respondents’ views regarding the effects
of FDI on the improvement of certain elements of distribution policy, we may conclude
from the Graph above that FDI contributed the most to increasing the efficiency of the
distribution system at the recipient enterprise (average rating of respondents’ view 4.31).
After that, FDI had a positive effect, according to the respondents’ views, on increasing
the inventory turnover ratio (average rating 4.14), then, redefining the inventory man-
agement process (average rating 4.10). According to respondents, foreign investments
resulted in the establishment of partnership relations with foreign distributors (average
score of respondents 4.07), reduction of delivery deadlines and improvement of service
for product delivery (average score of respondents in both cases 4). The average ratings
of respondents’ views regarding the effects of FDI on the improvement of other elements
of the distribution process are presented in Graph 3.

Foreign investments with transferred knowledge affect, among the other, the recipient’s
sales policy, which we may say represents one of the most important sub-processes
within marketing. The knowledge that domestic enterprises acquire through the imple-
mentation of FDI may have an effect on the planning and introduction of new sales
methods, the improvement and improvement of existing communication policies, better
implementation of monitoring of sales activities, and such. They also affect the creation
and management of pricing policy, the creation and management of the production pro-
gram, branding policy, sales profitability, capital turnover ratio, and so on.

In addition, more modern marketing knowledge transferred to the recipient enterprises,
and related to the realization of sales activities, will influence the redefinition of the way
of choosing customers, sales conditions and general cooperation of domestic enterprises
with customers. The results of the ANOVA analysis presented in Table 1 showed that the
level of FDI statistically significantly determines changes in the sales function of domestic
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Bosnian and Herzegovinian enterprises. However, as we observed the effect of FDI on
over fifteen elements of the sales policy, in the continuation of this paper, through the
analysis of the average ratings of the respondents’ views, we will emphasize the effects
that foreign investments had on the improvement of certain elements of the respondents’
sales process.

According to the respondents’ views, FDI had the greatest effect on increasing the profit-
ability of the respondents’ sales (average rating of the respondents’ views 4.41), then, on
redefining the policy of the respondents’ market performance (average rating of the re-
spondents’ views 4.38), improving business communication with customers and increas-
ing the sales of domestic enterprises (average rating of respondents’ views 4.34). The
number of markets where domestic enterprises realize sales after foreign investments has
also increased (average rating of respondents’ views 4.31). In addition to the effects on
sales conditions and the establishment of cooperation with customers, according to the
opinions of respondents, FDI led to an increase in the volume of sales on foreign markets
and a redefinition of the range of their offer (average rating of respondents’ views 4.24).
The level of the average rating of the respondents’ views was less than four, for only four
observed elements of the sales process, out of a total of 16. Foreign investments had a
slightly smaller, but still positive effect (average rating greater than 3) on increasing the
volume of sales on the domestic market (3, 93), reduction in the number of performed
services (3.90), especially those within the warranty period (3.79), and redefinition of
the price policy (3.86). A more detailed presentation of the respondents’ views on all
observed elements of sales is presented in the following Graph.

»2 GRAPH 4. AVRAGE RATING OF RESPONDENTS’ VIEWS ABOUT THE IMPROVEMENT OF CERTAIN SALES ELEMENTS AFTER
THE REALIZATION OF FDI

Increased sales profitability 441

Market performance has been redefined 4.38

Sale of the enterprise's products has increased 434

Business communication with customers has been improved 434

Number of foreign markets where the enterprise is present has increased 431

Terms of sales and cooperation with customers have been redefined 4.28

Sales volume on foreign martkets has increased 424

Product assortment has been redefined 4.24

Sales infrastructure has been improved 414

Capital turnover ratio in the enterprise has increased 4.10

Choice of customers has been redefined 4.10

Brand management process has been redefined 4.00

Sales volume on domestic markets has increased 3.93

Number of performed services in the enterprise has decreased 3.90

Pricing policy has been redefined 3.86

Number of services within the warranty period has been decreased 3.79
1.00 3.00 5.00

1=1 completely disagree, 2= | do not agree, 3= neither agree nor disagree, 4= agree, 5 = | completely agree.

Source: Authors’ creation based on primary research

Growing globalization and great competition “force” enterprises to invest a lot of effort in
creating additional value that will grab interest and attract customers. Therefore, there is
an increasing number of enterprises that attach a significant role to post-sales activities
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in their business, considering that they play a significant role in modern business condi-
tions. Today, enterprises make great efforts to deliver additional value to their customers,
even after the sale, through various support systems, free servicing, provision of spare
parts, and such. Considering that adequately managed post-sales policies may result in
improving the enterprise’s image, and therefore increasing its competitiveness.

Through the realization of foreign investments, domestic enterprises acquire, among
other things, more advanced knowledge related to the creation and implementation of
post-sales policy, that is, its activities (maintenance, servicing, installation, management
of customer relations, and such.), which increases the value of the product placed on the
market. Considering the benefits, which the host enterprises receive from the implemen-
tation of FDI and which are linked to the post-sales policy, we will emphasize, through
the average ratings of the respondents’ view, the effects that the FDI implemented in Bos-
nian and Herzegovinian enterprises had on the improvement of the observed elements of
the post-sales process (Graph 5)

However, before we go into the elaboration of the obtained results, it is necessary to
emphasize that the results of the ANOVA analysis presented in Table 1 showed that the
level of FDI statistically significantly determines the changes regarding post-sales activi-
ties (achieved significance level 0.033<0.05).

»2 GRAPH 5. AVERAGE RATINGS OF RESPONDENTS' VIEWS ABOUT THE IMPROVEMENT OF CERTAIN ELEMENTS OF POST-
SALES AFTER THE REALIZATION OF FDI

Wetof managing customer saufacton has been recefined N .5
Customer relationship management system (CRM) has been established [ NI 438
New jobs (or services) have been established relating customer satisfaction care [ DN 221
Efficiency of the enterprise’s post-sales services has increased [ MDD : .07
Enterprises's assortment of post-sales services hasincreased [ N N :.00
Number of recommendations provided to customers related to product I : 50
maintenance has increased )

Method of providing spare parts for customers has been improved [ N 5 s3
Product service after the warranty period has been improved [ R 3 G2

1.00 3.00 5.00

1=1completely disagree, 2 = | do not agree, 3 = | neither agree nor disagree, 4 = | agree, 5 = | completely agree.

Source: Authors’ creation based on primary research

By analyzing the average ratings of the mentioned elements of the post-sales policy
(Graph 1-5), it may be concluded that FDI had the greatest effect on redefining the
way of managing customer satisfaction (average rating of respondents’ views 4.45), es-
tablishing a customer relationship management system (CRM) (average rating of the
respondents’ views 4.38), establishment of new jobs, departments that take care of
customer satisfaction (average rating of the respondents’ views 4.21), increasing the
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efficiency of post-sales services (average rating of the respondents’ views 4.07). In ad-
dition, the respondents are of the opinion that FDI have contributed to the expansion
of the assortment of post-sales services (average rating of the respondents’ views 4.0),
while the number of recommendations provided by the enterprises to customers related
to product maintenance has increased (average rating of the respondents’ views 3,90).
Although FDI had a positive effect on other observed elements of the post-sales function
of the respondents, according to the views of the respondents, they contributed the least
to the improvement of the way of providing spare parts for customers and the improve-
ment of product service after expiry of the warranty (the average ratings of the views of
the respondents were 3.83 and 3.62 respectively).

CONCLUSION

Although the literature, relating to the issue of FDI as a modality of business coopera-
tion, analyzes it through the prism of their effect on the macroeconomic indicators of the
recipient country, it is important to emphasize that their effect is also reflected in the
improvement of the business performance of the recipient enterprise. FDI are not only
an important generator of capital, but they also provide transfer of proven technologies,
managerial and marketing know-how. Through the implementation of FDI, recipient en-
terprises significantly improve their competitive position through the transfer of modern
technologies and proven managerial and marketing knowledge. Thus, the investment
package complements the available production factors of the recipient enterprise and cre-
ates conditions for improving the production process, increasing productivity, improving
competitiveness, and such. The results achieved trough this research have shown that,
among other things, FDI have led to the improvement of the marketing planning process
of Bosnian and Herzegovinian enterprises which were included in this research.

By applying the ANOVA test, it was established that the level of FDI statistically sig-
nificantly determines changes in the planning of procurement, distribution, sales and
post-sales activities, while the same did not statistically significantly determine changes
in research and development activities. According to the afore mentioned, we state that
the first (H1), the third (H3), the fourth (H4), and the fifth (H5) working hypotheses
have been proven, however, the second working hypothesis (H2) has not been proven.
Considering the afore mentioned, we conclude that FDI contribute to the improvement
of marketing planning processes in domestic Bosnian and Herzegovinian enterprises that
are FDI recipients.

However, regardless of the fact that the level of FDI did not significantly determine chang-
es in the research and development process, foreign investments contributed to the im-
plementation of new technologies, techniques and instruments related to research and
development among the respondents, the adoption of more modern knowledge related
to the realization of the research and development process, increased creativity and in-
novation, and similar.

The effects of FDI on the recipient’s purchasing policy are primarily reflected in the pro-
curement of raw materials and materials from multiple sources, the establishment of an
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interactive procurement process with parent and sister enterprises, the management of a
more comprehensive procurement policy, the introduction of more advanced parameters
for measuring the success of the recipient enterprise’s procurement process, and such.
The results of the ANOVA analysis showed that the level of foreign direct investments
realized in Bosnia and Herzegovina significantly determines changes in the respondents’
purchasing policy (sig. 0.001).

Foreign investments also had their effects on the distribution process of the domestic
markets in Bosnia and Herzegovina. The ANOVA analysis found that the level of FDI
significantly determines changes in the distribution policy of domestic enterprises (sig.
0.002). The aspects of the distribution policy that have been improved the most after
the realization of FDI are: the efficiency of the distribution system, the inventory turnover
ratio, relations with foreign distributors, delivery terms, as well as, the product delivery
service itself, and such. The aspects of the distribution process that have changed the
least due to the realization of foreign investments are related to the reduction of distribu-
tion costs and improving the quality of the distribution services provided.

The ANOVA test determined that the level of FDI statistically significantly determines the
changes in the sales process among respondents (sig. 0.000). The aspects of the sales
policy that have been most improved by the realization of foreign investments are related
to increasing the profitability of the respondents’ sales, redefining the policy of the re-
spondents’ market performance, improving business communication with customers and
increasing the sales of domestic enterprises. The effect of FDI, although above average,
was the smallest on the volume of sales on domestic markets, the number of performed
services and the number of performed services within the warranty period.

Considering post-sales activities, the results of the ANOVA test showed that the lev-
el of FDI statistically significantly determines the changes in the post-sales process of
the respondents (significance level 0.033<0.05). The aspects of the post-sales policy,
that have changed the most due to the realization of foreign investments, are related to
the management of customer satisfaction, the establishment of a customer relationship
management system (CRM), the establishment of new customer satisfaction jobs and
services, increasing the efficiency of post-sales services, and such. Although FDI had an
effect on other aspects of the post-sales process and, according to the respondents, they
contributed the least to changes regarding the improvement of the way of providing spare
parts for customers and the improvement of product service after expiry of the warranty
period.

The research results may assist enterprise managers to see, in addition to the financial
effects, the contribution that FDI have on the improvement of individual marketing plan-
ning processes. Nonetheless, the results indicate the necessity to pay due attention to
the research and development process, given that the inflow of foreign capital deter-
mines certain changes (improvements), however, they are not statistically significant.
The views of the management of FDI recipient enterprises are that FDI first lead to the
improvement of certain activities within the research and development process, followed
by procurement, sales and post-sales activities, while according to managements’ views,
FDI contributed the least to the improvement of distribution activities within enterprises.
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The research results provide a number of useful inputs for enterprise management in
terms of improving the marketing planning process. However, this research also contains
certain limitations that are primarily reflected in the observation of only those enterprises
whose participation of foreign capital is over 5 million BAM. Nevertheless, this research
did not look at the influence of certain FDI modalities (mergers, acquisitions, greenfield
investments, and others) on certain elements of the marketing planning process. Addi-
tionally, the research did not check whether foreign investments realized in enterprises
from different sectors determine different effects on their marketing planning process.
This is why it is recommended that subsequent research investigate the impact of FDI
on the improvement of the technical-technological and organizational knowledge of do-
mestic Bosnian and Herzegovinian enterprises receiving foreign capital. Then, the effects
of individual FDI modalities on improving the marketing knowledge of the recipient en-
terprise, the intensity of the influence of individual FDI modalities on individual elements
of the respondent’s marketing know-how (research and development policy, purchasing
policy, distribution policy, sales and post-sales policy) and observations how different
modalities of FDI implemented in individual sectors of activity, affect the improvement of
the recipient’s technical-technological, organizational and marketing knowledge.
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