INTERNATIONAL ACADEMIC INSTITUTE

|Al ACADEMIC CONFERENCE PROCEEDINGS

International Academic Conferences

11 Decemberr024
Thessaloniki, Greece



IAl Academic Conference Proceedings Thessaloniki, 11 December 2024

IAl Academic Conference Proceedings

Editor:
HristinaRuchevarasev,Dr. Sci, Ss.Cyril andMethodiusUniversity, Skopje,Republicof N. Macedonia

Editorial Board:

Milena ApostolovskaStepanoskaPDr. Sci, Ss.Cyril andMethodiusUniversity, Skopje,Republicof N.
Macedonia

VaskoNaumovski,Dr. Sci, Ss.Cyril andMethodiusUniversity, Skopje,Republicof N. Macedonia
Meic PearseDr. Sci, HoughtonCollegeNY, USA

Elif UckanDagdemirDr. Sci, Anadoly University, Turkey

Mary MaresAwe, MA, FulbrightAssociationChicago,USA

Prof. Massimolntrozzi, BococcaUniversityi Milan, Italy

Dr. ZahidaChebchoublUAE University, Al-Ain

Dr. BenalDikmen,AssociateProfessorT.C.K s t aYwerb Xt Y éUniversity

Ass.Prof. Arthur PantelidesAmericanUniversity, Bulgaria

Marija Boban,Dr. Sci, Facultyof Law, University of Split, Croatia

Gergana&RadoykovaDr. Sci SofiaUniversity St. Kliment Ohridski, Bulgaria

AnthonMark JayAlguno Rivas,MA, TaguigCity University,Philippines

Snezan&nezevic,Dr. SciFacultyof OrganizationabciencesBelgrade,Serbia
EvaPocherPh.D.,University of Glasgow

Ass.Prof.MariamA. Abu Alim, YarmoukUniversity,Jordan

Ass.ProfAleksandraMi t r bniver$ityin KragujevacSerbia

Dr. DorjanaKlosi, Universityof filsmailQ e m a Vlare) Albania

Ass.Prof. AnetaStojanovskeStefanovaPhD, GoceDelchevUniversity, Republicof N. Macedonia
StefanMi | o jMSe, CHO,CFE,Belgrade Serbia

lonu'H Bogdan Berceangenior lecturer, PhNational University of Political Studies and Public
Administration, Faculty of Public Administration, Romania

Il ng. Andr ea TKk §|Pmfes§or, Dépdrtent oAFRnances Teehnidal university of
Kogi ce

Secretaryand editing:

Filip Stojkovski
InternationalAcademicinstitute
Ul. TodorAleksandrovbr.854
Skopje,Republicof N. Macedonia

ISSN 26713179



IAl Academic Conference Proceedings Thessaloniki, 11 December 2024

TABLE OF CONTENTS

IDENTIFICATION AND PREVENTION OF FRAUDULENT ACTIVITIES IN ACCOUNTING
PROCESSES ) )
Mi | jan Adamovi | BosifkaSrebgp Médl ogevi |

THE ROLE OF INTERNAL AUDIT AND INTERNAL CONTROL IN MANAGING FRAUD
RISK
Bosiljka Srebro, Milog M3 ogevil, Milan Resi mi

A LITERATURE REVIEW ON THE CULTURAL CHALLENGES IN THE DEVELOPMENT OF
WOMENGS ENTREPRENEURSHI P
Fatos Turkaj (PhD Student), Prof.Dr Ermira Qosja , Dr. Bislim Ahmetaj 22

ANALYTICAL LEARNING: UTILIZING DATA TO IMPROVE STUDENT OUTCOMES IN
BIOLOGY. A CASE STUDY IN MIDDLE SCHOOLS IN TIRANA
Prof. Asoc. Dr.Gézim Bara, Msc. Sara Bomi, Msc. Sara Pupe 31

THE ROLE OF LITERARY TEXT IN FOREIGN LANGUAGE LEARNING
Sonila Alla 37

EFFECTIVE COMMUNICATION. ITS ROLE IN THE TEACHING PROCESS, AS WELL AS
THE PROCESS OF COOPERATION AND KNOWLEDGE OF STUDENTS IN THEIR
CURRICULUM IN THE DIGITAL AGE

Enkelejda Bara, Brilanda Berdica 42

RESILIENCE OF TANGIBLE AND INTANGIBLE OF CULTURAL HERITAGE TO CLIMATE
CHANGE
Anila Sulaj, Alerta Basha 48

ANALYSIS OF THE FINANCIAL PERFORMANCES OF COMMERCIAL BANKS IN THE
REPUBLIC OF SERBIA ) )
Ni kol a Radovi |, Mi B3 an Adamovi |



IAI Academic Conference Proceedings Thessaloniki, 11 December 2024

|dentification and Prevention of Fraudulent Activities in Accounting
Processes

Mi | j an Adabhiolvo ¢ 2 Basilika $rebrod |

YEducons University, Faculty of Business, Economics, Serbia
2Faculty of Business Economics and Entrepreneurship, Belgrade, Serbia
3The Academy of Applied Studies PolytechBalgrade, Serbia
“Corresponding Authomniljan.adamovic@educons.edu.rs

Abstract

Identifying and preventing fraudulent activities in accounting processes represeahdifynges in achieving financii
transparency, essential for maintaining the trust of investors, regulatory bodies, and the general public. Frauduént
such as falsifying financial statements, embezzling funds, and manipulating accounting,rpose significant threats

organisations' sustainability and undermine the financial system's stability. This paper examines the mechanisms of
accounting practices and emphasizes the role of forensic accounting in managing fraud risks.

Keywords:fraud, accounting processes, forensic accounting.

1. Introduction

What fingerprintidentification meant for criminalistics, the emergence of economic crime research meant for this field,
pioneered by Edwin Sutherland. Many years ago, E@witherland introduced the term whiellar crime to describe criminal
acts committed by highly respected individuals in senior positions within business hierarchies, possessing reputableisocial s
and standing high on the social ladder (Sutherla8d9). As Benson & Simpson (2D note, the perpetrators of these crimes
often hold positions of power, committing highly complex and severe acts, whickigogeant challenges globally.

Reports of financial fraud defined the first decade of the new millennium in the United States. The professional pulelic becar
familiar with corporate scandals, misuse of public funds related to natural disasters, and various financial fraudsaanging f
Ponzi schemes to Bernard Madoff's investment schemes in financial markets. A significant number of companies and individu
felt the impact of these fraudulent acts on their finances and livelihoods. In 2007, the Federal Bureau of Investigation (FE
published statistical data on fraud in nlifie insurance, highlighting that average American families bear annual losses of $40
billion in the form of increased premiums due to fraud. Additionally, the FBI reported fraudulent claims following natural
disastes such as Hurricane Katrina ($6 billion) and a 36% increase in Suspicious Activity Reports (SARs) filed by banks
compared to the previous year. The Association of Certified Fraud Examiners (ACFE) regularly pultditshes financial fraud
and associated damage, showing more than a twofold increase in losses due to fraud between 1996 and 2008. Resear
Silvestron & Davig2009 have observed that the frequency of accounting fraud, audit failures, and other forms of financial crime
significantly impact financial markets and economies, thereby undermining stakeholder trust in the auditing profession.

Over time, fraudulent activities in finance have become increasingly complex and damaging. Each subsequent fraud surpa:
its predecessor in terms of financial damage or the number of affected companies and individuals, while others areecharacter
by their cunning and sophistication. As Houck et al. (2006) note, fraudulent activities and forensic accounting continue t
influence the accounting profession on a daily basis.

In a global survey conducted by PricewaterhouseCoopers, it was found that 45% of companies worldwide have been victims
financial fraud. Interestingly, 58% of these frauds were discovered entirely by accident, while only 15% of companies manag
to recoer more than half of their financial losses. The same study highlights an increase in fraud since 2003, including a 71
rise in corporate corruption, a 133% increase in money laundering reports, and a 140% rise in falsified financial reporting.

Researcher Vidakovi i (2017) notes that Howard Schilit
(Howard, 2002), often referred to by researchers as the "seven deadly sins" @& &taon, 2000):

1 Premature revenue recognitibrRecording revenue before services are rendered, goods are delivered, or the custome
has an obligation to pay, such as "sales" to a subsidiary.

1 Recording false revenueRepresenting cash received from loans as revenue or booking supplier rebates for future
purchases as income.

1 Increasing profits with onrime gainsi Boosting profits by selling undervalued assets or restructuring balance sheet
positions.

1 Shifting expenses to earlier or later peridd&voiding write-offs for damaged equipment, obsolete inventory, or non
functional assets and failing to record expenses.

1 A publication titled Report to the Nation, featuring data from 1996, 2002, 2004, 2006, and 2008.
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Underreporting or omitting liabilities Intentionally omitting liabilities, reducing obligations, or reporting false rebates.
Postponing current revenue to later perib@&eating reserves and reporting them as revenue in subsequent periods or
deferring revenue recognition ahead of acquisitions.

1 Reporting future expenses in the current peiiolllisrepresenting expenses (e.g., research or discretionary costs),
inflating expense amounts, and similar practices.

=a =

2. Creative Accounting and Manipulative Accounting Practices

The term "creative accounting” suggests something opposite to formal, official accewstingthing different, specific, and
unconventional. Knegevil et al. (2013) mention other sir
or "financial engineering," which refer to the use of fmamservative accounting techniques aimed at manipulating financial
reporting and ultimately falsifying financial statements. The term "creative accounting” is the mildest expression compared

others such as "aggressive accounting" or "report doctori:
foundations of creative accounting as a distinct accounting discipline, point out that its initial purpose was to pkehiolestsa
with an accurate view of a companyébés assets, capi t thd , I

introduction of the fair value concept and various valuation models for different balance sheet positions. Howeverpthadvides
use of creative accounting, coupled with excessive freedom and unethical behavior, eventually resulted in an aggress
application of the concept. This approach is rife with subjectivity, modifying balance sheet estimates depending agsthe inter
of those preparing the financial statements.

The motives behind such interests vary. In some cases, preparers of financial statements may aim to increase asset value
the purpose of selling the entity, while in others, they may reduce company values to minimize taxes on certain tyfses of ass
When discussing results, common manipulations include reducing profits to lower tax liabilities or inflating results te improv
credit ratings or enhance stock values. Any form of manipulation results in fraudulent financial reporting, producied) falsifi
financial statements that undermine the quality and reliability of financial reporting.

Nwoye et al. (2017) classify the motivations for creative accounting into the following categories:

1 Internally driven obligation$ when managers realize they have failed to meet planned targets and resort to adjusting
the financial records.

1 Meeting external expectatioinsstakeholders expect stability and growth, leading to doctored financial records to align
with those expectations.

1 Special adjustmentsarising from specific needs, such as securing loans, applying for goversutsidized credits,
preparing for initial public offerings, mergers, acquisitions, and similar scenarios.

I Taxationi to avoid paying taxes for any reason. )

Researchers Spasi|l and Tanovi l (2016) classify the obj
into four categories:

1. Maintaining Investor ConfidenceThe universal goal of every company manager is to maintain investor confidence and
secure the trust of potential future investors. This is achieved by improving performance indicators, ensuring transpare
reporting, and émonstrating consistent leadership. The key indicators investors are interested in include revenue, prof
and the companyds mar ket value.

2. Achieving Compensation (Bonuses, Stock Options, edMgnagers aim to achieve success and meet targeted business
performance indicators, such as revenue and profit growth, increased asset values, strengthened capital (rising st
prices), improved cretratings, or enhanced market share. Depending on which indicators are tied to their employmen
contracts, managers will use creative accounting to favorably manipulate results for those specific performance metri

3. Preparing for Acquiring Another Company or Defending Against a Hostile Takedveguiring other companies is
often done to i mprove oneds own business and financi
the use of creative accoting practices, such as manipulated financial reporting. Conversely, creative financial reporting
may also be used defensively to mitigate the threat of a hostile takeover.

4. Deferring Corporate Tax Payment& form of interestfree, taxfree government financing involves deferring corporate
tax payments. Essentially, what must be paid to the government is postponed to future reporting periods. For this reas
creative accounting is often one of the tools managemeribgsip achieve this goal.

I n their work, researchers and investigative profestsi on
of applying creative accounting techniques has resulted in fraudulent financial reporting.” They recognize that thésobjectiv
preparers and the motivation for executing fraudulent reporting serve the interests of certain groups or individuady ultimat
aiming to mislead stakeholders. They emphasize that "the flexible application of accounting policies and fair valiehasctice
|l ed creative accounting to evolve into '"manipulative ac

Synthesizing definitions and explanations from various
precise definition of creative accounting: "Creative accounting represents the procedures and methods applied throingh accour
knowledge and skills in the field of accounting standards and principles to manipulate balance sheet items and their values
financial statements to achieve various objectives."
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The essence of financial reporting is to provide accurate, valid, reliable, and as realistic as possible financial ldaa, enab
stakeholders to derive information relevant to their interests. It is especially important for business entities arahtparticip
financial markets to have access to accurate information. Regular anrguailitly reporting reduces information risk, which is a
prerequisite for the stability of financial markets. Accurate and timely information allows for informed actionanicidfin
markets, including making profitable decisions. Modifying or manipulating even a single part of a financial report corapromise
the reliability of the entire report and undermines the informational capacity of the financial statementgidfitgHinancial
information is typically obtained only by observing and studying financial statements comprehensively and holisticadipl Finan
statements prepared in compliance with regulations can provide a realistic and objective picture of a compdinyisarmhdi
earning capacity. Further, Cvetkovil and Bogkovil @2018
reporting lowers the risk of financial crises, strengthens trust in capital markets, fosters their developmentaideditaeces
the national financial system and economy.

For decades, the profession has sought to pinpoint the precise boundary between creative, legally permissible, aral professi
accounting and, on the other hand, negative creative, manipulative, or fraudulent accounting. Since the profession has ye
define a clear and unequivocal boundary between these two concepts, individuals interpret and establish it differentlydwhat co
benefit the profession is an expert report delineating permissible and impermissible creative accounting practicesondlich nat
professional associations could adopt, outlining procedures that constitute manipulative accounting.

According to the Association of Certified Fraud Examiners (ACFE, 2008), three categories of fraud jeopardize organizatior
and institutions: misstatement of assets, corruption, and fraudulent reporting. Fraud risk assessment capabilitie®camain a f
point of attention, as every entityprivate company, public institution, government agency, or administrative-tfacys various
risks from internal or external environments.

Although the profession recognizes that creative accounting manifests in two-foasimeticcreative accounting (without
regulatory violations) and real creative accounting (with regulatory violatidhg)term "creative accounting" is commonly used
when professional and legal regulations are breached. Therefore, this discussion will fdgumsels creative accounting, as
it is relevant to the subject of this dissertation& Resc¢
Tanovil, 2016):

1. Selection of Accounting Polici@sin certain areas, the use of different methods is allowed (A8 ounting Policies,
Changes in Accounting Estimates, and Errors). Where the profession's standards (IAS) permit the selection or char
of accounting paties, accountants choose policies that result in bedfearted outcomes.

2. Application of Accounting EstimatésEstimates are updated based on current information from active markets. As long
as reasonable estimates are applied, the accuracy of financial statements is maintained.

3. Adjusting Real TransactiorisThis is applied as needed by the enterprise, at the most favorable time, by selecting wher
a transaction is executed. A typical example cited
carried at historicatost using fair value, where the asset's value has increased. The company's management selects
timing of the asset sale to increase revenue, which would not have been realized if the asset continued to be valuel
historical cost.

4. Creating Fictitious Transactioris Executing fictitious transactions is one of the most common practices used by
fraudsters in corporate positions. This includes: payments to suppliers for goods or materials not received, douk
payments to suppliers (one& proforma invoice and again via final invoice), payments for fictitious employee work
hours, payments under fictitious contracts, granting unrealistic discounts, selling fixed assets while simultaneous
l easing them back, aandd sTiamdvairi p(r2a0clt6i)c ecsi.t eSpeaxsarpl es

where companies such as AMS Insurance a.d.o., Tigar a.d., Universal Baink'ad. j e v o , and KBC D
were victims.
Vidakovi l (2017) highlights that in company valuation

should be paid to:

Complicated and poorly understood arrangements with minimal practical value to the company;

Lastminute transactions involving significant amounts with a substantial impact on financial statements;

Unusual and unexpected changes in auditors;

Overly optimistic management forecasts regarding the
Financial results presented as significantly better and less credible compared to competitors;

Dispersed business units with decentralized management and weak internal reporting;

insistence by the CFO and CEO on attending Audit Committee meetings with internal control or external auditors;
Complete alignment between planned and realized financial results;

Restrictions on direct communication between internal control andutii Committee;

Accounting methods prioritizing form over the substance of business transactions;

Insider trading of company shares.

= =4 _—a_a_a_4a_4a_-4a_-42_-4_-2
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3. Identifying Types of Fraudulent Accounting Practices and Their Causes

According to Golden et al. (2006), the sources of risk for accounting fraud lie in corporate culture, the executiontofgaccoun

estimat es, and the use of discretion in financial Isepor
management -3dwa reo \)j@kjaveddénts, human capital, interpersonal relationships, and other intangible and
unquantified values that contribute to the companyo6fs i m

Certified Public Accountants (AICPA) identified 28 variables of corporate culture (AICPA, 2002) that influence the emergenct
of financial fraud. Subsequent research (Avey et al.0pbBi@hlighted the most significant of these variables, assigning them a
fraud risk potential rating.

Table: Elements of Corporate Culture and Their Impact on Fraud

Fraud Potential
Variable High Low

Management Style Autocratic Patrticipative

Management Orientation Low level of trust High level of trust

Delegation of Authority Centralized Decentralized

Planning Centralized, shoiterm Decentralized, longerm

Management Goals Profit achievement Customer satisfaction

Reporting Routinebased Exceptionbased

Policies and Rules Rigid, inflexible Reasonable, always fair

Primary Concern of Capital assets Personnel, capital, technology

Management

Business Ethics Ambivalent, situation Clearly defined, ruleeompliant
dependent

Formula for Success Hard work Thoughtful work

Company Loyalty Low High

Management Contr@ystems | Bureaucratic, inflexible, Collegial, open to change, horizontal
vertically structured, fully structured, adequate but not
documented, with unchanging | burdensome documentation
rules

Source: Avey et al., 2@0

Accounting estimates aresaurce of risk for financial fraud because companies operate continuously, necessitating the use ¢
estimates. This all ows management to util i ze Wherdscudsiogo | |
the right of choice, it is granted to companies by professional accounting regulations, specifically IFRS, which alloieegfor ch
in the normative basis and practices of financial reporting. This opens the possibility for fraudulemt portiVi dak o v i |
in discussing the righof choice, emphasizes that by applying aggressive accounting policies and using available options, it i
possible to modify financial results in a desired direction and achieve significant tax deferrals, effectively creatisidrager
financing by sbwing lower operating results in financial statements than the actual ones.

Cvetkovil and Bogkovil (2018) highlight that fraudul ent
These ambiguities enable entities to operate freely within the framework of accounting standards, modifying repotis to suit t
needs and desires of management, resulting in a misleading and deceptive picture of the financial position and earing potel
of the entity. Financial statement falsification occurs in several ways, but most commonly, as noted by Belak (201fEgt& mani
as:

I Earnings management: This manipulation aims to report higher or lower earnings than actual to actiexmgngelf
interests, which vary by situation. Some focus on increasing profits, while others result in reducifddseearnings
manipulation techniques fall into three categories: changes in accounting methods, combining managerial cost estima
and shifting periods, and deferring the recognition of revenue and expenses. On the one hand, intentional rever
manipulaion is viewed as deceptive andrako fraudulent financial reporting. On the other hand, US GAAP permits
managerial discretion in reporting decisions, leading some to view such actions, aimed at achieving projected targets,
an integral part of managerial activity and protecting slddeh interests (Hamilton et al., 2018Bad" earnings
management involves hiding business performance and misleading financial report users, while "good" earning
management is undertaken for efficient business management and value creation for enardtnacthical question
arises here, as not all users of financial reports possess equal financial knowledge or access to internal and ma
information that management has. Science, profession, and regulators view earnings management ethics in two we
Regulators take a conservative stance, considering any form of earnings modification to distort true earnings and misle
investors. Others argue that discretionary earnings management is a valuable tool for incorporating internal data a
specific compay circumstances into accounting records (Hamilton et al., 2G4a&8jilton et al. (2018) found that
managers from companies with weaker corporate cultures and financial fraud occurrences are more prone to earnil
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management, viewing it as morally acceptable. This research highlights that corporate culture and the tone at the |
significantly influence managers' tendencies toward aggressive accounting practices like earnings management.

1  Aggressive accounting: A particular form of illicit, unethical professional behavior. It involves applying principles and
procedures to achieve a predetermined outcome, typically overstating profit. Such financial reporting is fraudulent, ar
the financialstatements are falsified. Belak (2011) identifies common aggressive accounting techniques as aggressi
capitalization, enhanced revaluation, increased expenses, reduced provisioning, and unjustified offsetting of custon
and supplier accounts.

1 Income smoothing: A manipulation strategy aimed at presenting a consistent profit level over several accounting perioc
Itis achieved by withholding profits in more profitable periods, creating latent reserves, which are then utilizedsn period
where tle entity fails to meet expected revenues and profit targets.

1 Falsified financial reporting: The deliberate misrepresentation or omission of balance sheet items or explanatory not
to deceive the audience. This includes fraudulent travel and work orders, fictitious sathe;boffks payments,
simulated legal trasactions, fake expenses, and similar activities.

Over the years, the profession has identified several warning signs in companies that may indicate earnings managemer
aggressive financial reporting practices, including:
Unusual changes in account balances;
Changes in financial ratios;
Account balance volatility over a twgear period;
Unusual levels of accruals compared to prior reporting periods and/or industry competitors;
Frequent changes in significant accounting policies;
Inconsistent application of accounting policies (applied as needed);
Changes in accounting estimates;
Unusually complex disclosures;
Disclosures that are unusual compared to industry peers;
Outstanding issues noted by regulators;
Negative opinions from external auditors;
Delays in submitting financial reports;
Restatements of financial statements;
Lack of internal controls over financial reporting;
Frequent changes of auditors;
Changes in directors or CFOs;
Thepresence of significant "packages," i.e., bonuses or compensation tied to achieving good business results;
A large number of ofbalancesheet transactions;
Achieving or exceeding projected earnings, revenue, etc., for the relevant reporting period.

A -—a_a_8_8_90_90_-92_-292_-129_-292_-29_-29_29_-29_-29_-29_-29:-29

Research by Perols & Lougee (2011) indicates that the likelihood of financial fraud is significantly higher in companies the
have managed earnings in previous reporting periods, even in the absence of evidence of revenue inflation or meeting/excee
malmgement 86s analytical forecasts. They also note that c«
to commit fraud, even when there is no prior evidence of earnings management. The results show that prior earnings managel
is asociated with a greater likelihood of companies pursuing results or exceeding target owtndraegaging in fraud,
especially in cases involving inflated revenues. Beneish (1999), in his study of publicly listed companies engagedeimt fraudul
reporting, observed that these companies typically experienced revenue growth prior to the detectiquuiattioani

These fraudulent accounting practices are common in business environments and are often observed as such by the profe:
Weak punitive policies, along with police and judicial practices in EU and Balkan countries, contribute to the incredise in su
manpulations, as the fraudsters find them profitabtee benefits outweigh the threatened penalties. In contrast, the situation in
the U.S. is different. The U.S. has recognized the extent of financial fraud, its volume, and the damage it causes to entiti
affected users of financial statements, the financial market, and society as a whole. Particularly notable is thehfact that -
consequences of financial fraud often generate latent financial crises in national financial markets.

But why do these financial frauds, or accounting fraud practices, occur, and why are they happening more frequently? W
there less fraudulent reporting in earlier decades, or was it simply not suspected by the users of the reports, and#susaher
need to detect fraud? What are the motives and impulses that guide the entity's management in this fraudulent direbibn, and v
is their potential benefit and interest?

Following the observation of economic and business relations in recent history, as well as financial arrangements a
transactions in the financial market, it becomes evident that capital is consolidating, and acquisitions of multinapanésom
are ircreasingly frequent and substantial in terms of capital. The globalization of markets and capital appears unstoppable. Un
such circumstances, companies are becoming larger, more powerful, and financially stronger. Fraudulent reporting in a sin
compaly over time poses a relatively greater risk to stakeholdiengestors- due to the larger potential damages and the greater
number of investors affected.
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Secondly, the failure to uncover financial fraud leads to repeated fraudulent practices. Unless a critical event ocasirs, suct
the bankruptcy of a major corporation involving numerous large and small investors losing substantial capital, savorgs, pensi
and more, it is unlikely that legislators will focus their attention on detecting fraud and fraudulent financial repbging. T
bankruptcy of Enron demonstrates that lawmakers and the executive branch only became interested in fraudulent finan
repoting after the collapse of large companies that adversely impacted many investors, both major and minor.

Dimitrijevil (2013) discusses the influence of managem
earnings in income statements, net assets in balance sheets, and net cash flow from operating activities. The Amehiean resea
ard theorist, leading forensic accountant Howard Schilit (2002), categorizes manipulations into seven groups:

Premature recognition of revenue or recognition of questiorpldbty revenue;
Recognition of fictitious revenue;

Inflating earnings through extraordinary gains;

Shifting current expenses to earlier or later accounting periods;
Misrecording or reducing liabilities;

Deferring revenue to a later period;

Shifting future expenses into the current period (Howard, 2002).

NogpwhE

Belak (2011) identifies the most common forms of manipulation as follows: manipulation of expenses, revenues, ar
provisions; creation of unreal assets through the capitalization of current costs; aggressive revaluation; concedtsg liabili
siphoning & funds; cash theft; and complex transactions.

When discussing the motives for committing fraudulent reporting through the application of negative creative accountin
techniques, these motives often stem from immediate interests. Some aim to present a better financial position and incol
generating cagity, while others focus on portraying a worse financial state and earning capacity of the entity. Depending on tt
interests driving management, they will direct their efforts accordingly: in the first case, overestimating certain Siladeciaht
pos ti ons, and in the second, underestimating them. The
"beautifying financial statements" align with those mentioned by Amat et al. (1999), with the addition of motives such a
defending agaist hostile takeovers and deferring tax liabilities. According to them, the motives are as follows:

1 Increasing the company's value, i.e., raising stock prices. For business expansion and creating conditions for comp:s
growth anddevelopment, capital is required. Attracting investors to purchase new company shares or to invest in th
company hinges on the trust investors place in the company's management. This trust is built solely on quali
management and the achievement of fatisry business resudisfigures that meet investor expectations. Business
performance, and therefore management success, is measured by achieving planned goals, revenue and profit gro
stock price increases, market position strengthening, improve i&ilgs, and more.

1 Incentive packages for managers (performance bonuses). A manager's monthly salary is only part of the typic
managerial package. This package, along with other benefits, often includes profit sharing or cash bonuses. Dyckmar
al. (2001) note that bonus®ased on a percentage of realized profit provide strong motivation to use negative creative
accounting in periods when profits fall below expected or projected levels, to adjust the company's earnings to the desil
level.

1 Easier procedures, cheaper credit, and restrictive clauses in loan agreements. For regular operations and expan
through investments, companies often finance their growth with loans from commercial banks. The better or healthi
the financial situatiorfposition and income), the easier it is to obtain new loans and at lower costs. This aligns with
banking credit policies, where financially stronger and more dynamic companies receive better terms and cheaper loa
i.e., with lower interest rates.

1 Defending against hostile takeovers. Managers may apply negative creative accounting techniques to ensure
appearance of growth in the year preceding a takeover and in subsequent accounting periods. This strategy is use
protect their managerial pdisins and associated benefits, which would be at risk if a takeover occurred.

1 Deferring tax liabilities. A universal motive for both owners and managers of a company is to minimize tax payments
Their interests align in this respect, as they act as part of the -eatitingle organism aiming to retain as much capital
as possible within the company while minimizing tax payments to the state. By deferring tax liabilities, the entity
effectively obtains interedtee financing.

Gkadovanovili (2007) observes that, beyond these motive
additional motives. These may arise from the entity's market position, ownership structure, earning capacity, potemtjal compe
restructuing, acquisitions, or mergers.

4. Investigation of fraudulent activities in accounting and development of forensic accounting

When discussing the history of financial fraud, it can be said that it dates back to the existence of the humanmtacesting i
to note that in the Pergamon Museum in Berlin, there is a sarcophagus of the Pharaoh's auditor, a person whpasdsibtéied
abuses in the spending of the Pharaoh's treasury. In the Code of Hammurabi (circa 1800 BC), a penalty is prescripbéridr a she
who incorrectly reports the number or increase of sheep in his possession or flock. The oldest fraud in magesdristo
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investigated by Charles Snell, the first formal fraud investigator, which concerned the South Sea €antpigsigubsidiaries,
known as the South Sea Bubble fraud (1720). In 1721, he discovered that the company had made profits from stock sales
were not recorded in the business books. Interestingly, Sir Isaac Newton lost £20,000 at the time (arqQ0@, EXB8oday)

and, after learning the details of this wrongdoing, stated: "I can calculate the movement of the stars, but not thef madiiess o
This was the first major corporate fraud executed by artificially inflating stock values. The same otaterredth the
Mississippi Company, a company with exclusive trading rights in the Mississippi River region. It is also worth notintpéhat in
work of Pedro Antonio Alarcén in Spain, in the short story about pumpkins and tomatoes, the first formsié faceounting

was identified (Crumbley et al., 2007). A significant year for us is 1817 when expert testimony for bankruptcy was first used
the case of Meyer & Sefton, where the judge referred an expert to the company to examine the accountseapihigaekiords

and testify in court about their findings. This expert is promoted by Professor Larry Crumbley, PhD, as the first forensi
accountant in history and the founder of the forensic accounting profession. In 1920, Charles Ponzi paid outda5ffmise
profit every 90 days to investors, financed by new investors, which resulted in a loss of $15 million for 40,000 citizetissdue
unsustainable scheme. Since then, pyramid fraud schemes have been called Ponzi schemes.

Regarding the history of forensic accounting, Louwers (2015) traces it back to the time of Al Capone and Bruno Hauptmar
whose cases were successfully investigated by U.S. Treasury agent Frank Wilson, whose methods led to their succes
prosecution. Higioneering methods are still in use today, albeit improved due to advancements in science and technolog
enabling the detection and prosecution of crime in the 21st century. This primarily refers to data mining techniques used
modern software, replaw tedious human labor (such as ACL and IDEA), as well as supported handwriting analysis and forensi
skills. His dedication to investigations is confirmed by Spiering (1976), who states that "he was able to spend houng examini
the same documents, dagand orders, trying to uncover the fraudulent scheme and secure evidence for the indictment." In th
case of Al Capone, he used unusual detention to convince the bookkeeper that he could be killed simply for possibly "“talkin
during an unusually long detiéon, thus convincing him to cooperate (Wilson, 1947), which he also did with couriers in money
laundering operations. The term "forensic accounting" was first used by Maurice E. Peloubet in 1946 in the article "Forens
Accounting: Its Place in Today's &womy." The first book on forensic accounting was published by Francis C. Dykeman in 1982
in the United States.

What is certainly interesting is that at the end of the previous and the beginning of the new millennium, the largest financi
frauds occurred, and these frauds took place in almost all industries: Enron in the energy industry, WorldCom i
telecommunicatins, Waste Management in waste management, Sunbeam in manufacturing, HealthSouth in healtiMare, Pfar
in pharmaceuticals, Adelphia in media, and so on.

As in other areas of finance, the United States holds the leading position in forensic accounting. Specifically, in developt
countries with organized financial markets, forensic accounting first emerged. In the early stages of forensic accountin
governnent bodies, more specifically tax authorities, engaged financial forensic professionals to uncover corporate tax evasic
Ozcan (2019) notes that in wddhown fraud cases such as the Ponzi scheme and money laundering carried out by Al Caponge
forensic acounting proved to be effective, clearly demonstrating its contribution to judicial investigations. Therefore, the origins
of forensic accounting development are tied to the period when it was engaged by authorities, specifically governrtiensjnstitu
to combat tax evasion, and these governmental agencies were the primary entities employing the profession.

However, these were the beginnings of forensic accounting, when it was previously seen solely as a necessity for detec
serious financial crime. In recent decad#sciplinehas become more proactigegKne gevi | et al ., 2021,
2024b., Gpi.litesnowenore faclsed on tAeDpPeviehtion of financial frauds before investigating the frauds that have
already occurred and gathering evidence for legal proceedings.

As forensic accounting continued to develop, it turned towards the private sector, with professional forensic accoogtants be
hired by companies to detect fraudulent financial reporting, manipulation, earnings evasion, and similar activities.

Finally, when the "Big Five" became the "Big Foiidiuditing firms established departments for detecting fraudulent reporting,
consisting of astute professionals with a "nose" for financial fraud. In Serbia as well, auditing firms designate aaceitdied
exclusively for education in the field of frdulent financial reporting and financial fraud, as mandated by the Central Securities
Registry, primarily to combat money laundering.

The rapid advancement of technological changes and globalization has reduced the ability to detect financial informati
manipulation using traditional methods (Ozcan, 2019). In this regard, forensic accounting represents the only suitable tool
detectng manipulations and frauds. Ozcan (2019) states that financial market participants predict significant growth in th
demand for forensic accountants in the business environment.

In his work, Louwers (2015) examines the origins of forensic accounting methodology and describes the first investigativ
methods, which later evolved with the use of new technological solutions. At the Third National Symposium of Forensi
Accountants (Quensland University of Technology, 2014), he presented a new generation of forensic accounting tools aimed
detecting criminal activities, highlighting their broader use in the near future. The development of criminology, aea scienc
significantly impats forensic accounting. It enables forensic accountants to profile fraudsters during the investigation proces
(Ozcan, 2019). The fraud triangle, created by criminology, is one of the effective tools that allows forensic accoasteys to
the risk of faud.

2 Sourcehttps://en.wikipedia.org/wiki/South_Sea Company
3 Deloitte, PricewaterhouseCoopers, KPMG, Ernst & Young
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What is certain is that forensic accounting is a rapidly growing discipline, as noted by Joshi (2003), and it is slovihgbecom
an area of interest for accountants and auditors. A study conducted by Kessler International shows that 39% of organizati
recognize the need for a forensic accountant due to the increase in fraudulent activities and other forms of economic cril
(Ikechukwu & Okoye, 2018).

Several professional organizations are working to strengthen the profession, and among them, the most prominent is
Association of Certified Fraud Examiners (ACFE), founded by Joe Wells in 1988 in the U.S., following the principles of pionee
in finandal forensics and "whiteollar" crime, Donald Cressey and Edwin Sutherland. The association has over 30,000 member:
in more than 110 countries, who periodically enhance their skills and exchange experiences. Beginners in the field earn
internationallyrecognized Certified Fraud Examiner (CFE) certificate, for which knowleddamancial transactions, fraud
investigations, criminology, ethics, and the legal elements of fraud is required.

The AICPA has promoted the Certified in Financial Forensics (CFF) certification since 2008, which requires knofvledge
fraud investigations, insolvency and bankruptcy, computer forensics, economic damages, valuation, family law, litigation, ar
disputes among interested parties.

The Association of Certified Forensic Specialists (ACFS) certifies professionals (Certified Forensic Spé&tid)dbased on
their professional experience.

The American College of Forensic Examiners Institute (ACFEI) is another organization fighting financial fraud. It is an
independent, scientific, and professional organization with significant capacity to cover both the science and the,msfiéssion
syrthesizes multiple forensic disciplines, including forensic accounting. It certifies with several certifications, andHer us,
most relevant is the Certified Forensic Accounting (Cr.FA) certificate, which requires knowledge that accountants tgpically d
not acquire during formal education, such as legal processes, fraudulent schemes, warning signs, fraud risk asseisgient, prof
interviewing and interrogation, criminology, psychology, sociology of wbitéar crime, prevention, rules of evidence, insd
controls, and the role of audits in fraud detection.

The first academic program for forensic accounting in the world is the master's program in forensic accounting at thg Univers
of Wollongong in Australia, which is recognized as the first professional program for formal academic education in forensi
acounting. In the U.S., there is a program at West Virginia University (2007), which offers an appropriate educationaheurricul
and is wellknown for its forensic accounting and fraud investigation certification. In the study by Rezaee & Burton (1997),
typical obstacles hindering education in forensic accounting were identified, such as the lack of financial resourcesat@@ministr
interest and support, curriculum flexibility (coverage), educational materials, and interest from higher educationnmstitutio
(Hendi, 2013). Crumbley et al. (2015) note that forensic accounting has attracted significant attention, resultingmmthefoff
numerous forensic accounting programs by U.S. universities, published educational materials, and several unmivestitnes p
forensic accounting certification. Rezaee & Wang (2019), in examining the application of IT techniques in forensic accountin
practice, conclude that the demand for forensic accounting will continue to grow in the future.

Conclusion

Fraudulent activities in accounting processes pose a significant threat to financial transparency, undermining the trust
investors, regulators, and other stakeholders. This paper highlights the complexities involved in identifying and pseebnting
adivities, emphasizing the importance of applying forensic accounting techniques in fraud risk management
Achieving financial transparency is an ongoing endeavor that requires sustained vigilance, continuous innovation, and t
alignment of organizationgoals with ethical standards. By addressing these challenges and adopting recommended strategit
organizations can effectively minimize fraud risks and foster enduring trust among stakeholders.

It is crucial to highlight the ongoing development of forensic accounting curriEb&incorporation of forensic accounting
into academic and professional training programs underscores its increasing significance in protecting organizational ass
enhancing transparency, and upholding legal and ettdocapliance.
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Abstract

Managing risks in a dynamic environment is a highly complex and challengindrnteskal audit and internal control al
vital in proactively managing fraud risk within organizatioAmong these risks is the evpresent threat of fraudhis study
examines their interdependent functions in detecting, assessing, and mitigating fraud risks, highlighting their signif
promoting organizational integrity and financial stability. This paper explores frameworks and strategies fainigt:
internalaudit and control processes to manage fraud risk. The stughasizeshe importance of continuous improveme

and adaptability in addressing evolving fraud threats effectively

Keywords:internal audit, internal risk, fraud risknanagement

1. Introduction

Historically, financial frauds date back to 1792 when William Duer, a pioneer of financial fraud and Assistant Secretary o
the US Treasury, engaged in insider trading. This trend continued in 1924 with Fred Stern & Company, a rubber importe
followed by Waste Management in 1998 and WorldCom in 2002. After the bankruptcies of WorldCom and Enron, the-Sarbane
Oxley Act was introduced in 2002. However, financial fraud persisted, causing varying degrees of damage to investors a
creditors. Shortly afterAdelphia declared bankruptcy in 2005, and in 2008, the Bernard L. Madoff Ponzi scheme, involving the
misuse of investor funds, garnered significant public and professional attention. Madoff was eventually sentenced yo a leng
prison term. That same yedine bankruptcy of Lehman Brothers occurred, primarily due to risky investments using borrowed
capital. In 2018, notable fraud cases involved Taylor, Bean & Whitaker, as well as Colonial Bank and other promineht financi
institutions and investment firms.

The author of this paper highlights these cases because of the staggering financilwbasesare astonishing even by
American standards of Al ar ge i secsrdysystends; 2002)n$d.6 Willppn (Adelphmab® 6 5 0
TV operator; 2005), $1.7 billion (Waste Manageniewaste management company; 1998), $3.9 bil{i®dmerican International
Grouf AIG i insurance company; 2005), $4.6 billion (HealthSouthealthcare facility; 2002), $5 billion (Freddie Mac
mortgage loans; 2003), $11 billion (WorldCdtelecommunications company; 2002), to an incredible $50 bi(li@mman
Brothersi investment bank; 2008). As observed, financial fraud is an expensive problem for organizations (Burnaby et al., 201
Studies indicate that entities in the US lost 5% of their annual revenue to fraud in 2006 and 7% in 2008 (ACGHIR)e Ebady
provides empirical evidence showing that 19% of fraud cases were detected by internal audit functions, while 9% werg uncove
through external audits.

Today, companies in various industries, financial institutions, and other entities face fraud more than ever before, due
economic instability, significant reliance on information technology, and the complexity of organizational and transnationa
structues (multinational companies). An additional factor is the criminal code, investigative, and judicial practices in somé
countries, which fail to serve as a deterrent for fraud perpetrators. All these factors contribute to pressures (iacdrhasp
different justifications for individuals in a position to commit fraud (the fraud triangle), which are also elements oskaud
While the motive of financial fraud perpetrators is undoubtedly money, the consequences for the affected entity agsardynece
limited to financial losses. Damage may also take the form of reduced organizational performance, reputation, and esedibility
well as loss of investor trust (Mousa, 2017), which increases the entity's exposure to various types of risks.

By reducing fraudulent activities, entities can increase profitability, while internal audit strengthefnguahtheasures and
creates significant organizational value. A PwC study on the growing role of internal audit, fraud, and reputationdiasske=mp
that antifraud programs yield substantial returns. For instance, their insurance industry study demonstrates a $7.12 return
every dollar spent on arftiaud efforts (IRP, 1996). The General Counsel Roundtable (GC€EY finds that every addital
dollar invested in compliance saves organizations an average of $5.21 in avoided legal liabilities, reputational damage, &
decreased productivity (PwC).

1 The author will only reference cases involving damages exceeding 500 million USD.
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Evaluating the three elements of fraud (the fraud triangle), organizational structure, and employee responsibilitifsateveals
nearly all employees have opportunities to commit fraud and harm the organization. Fraud and financial damage canyoccur in
workplace, varying only in extent. Even the lowestking employees can cause damage in the course of their daily work, and
as one ascends the hierarchy, the potential financial damage increases. It should not be overlooked that fraudutbrectivity
not necessarily result in financial loss for the company; it may artificially inflate assets or financial performance, such &
profitability, thereby harming third parties (investors, creditors, suppliers, customers, etc.). On the other handddéroareun
the companyds credibility and reputation, which may not
the repercussions are significant and often difficult to measure later.

1. Fraudulent activities and control mechanisms

The question that arises for an organization is whether it is necessary to have an internal audit function. Excluding ban
financial institutions, and publicly traded companies that are required to have an internal audit function, this qsestifan ari
many small, medium, and large corporations that have not yet recognized internal auditing as a valuable control element t
provides assurance to the Audit Committee and company n
and crediors (Fraser & Lindsay, 2007). The same researchers note that in small companies, management is more focused on
to-day operations and can effectively oversee and control the activities of employees. However, when the scope and comple:
of operationssignificantly increase, the company management requires new employees whose task is to control work proces:
and staff, thus gradually strengthening internal controls. For new small companies or those without an establishedditternal a
function, estalihing one is seriously considered, provided that the size, business model, operational risks, and sources
financing warrant such organizational solutions. Nevertheless, considering the way financial fraud is detected, a study by t
Association of Ceified Fraud Examiners (ACFE) in 2014 stated that 14% of frauds were detected by the internal audit functior
(ACFE, 2014) The same study mentions that tips accounted for 42%, management review for 16%, while other methods such
coincidences, external aitg] police, etc., accounted for 28% of fraud detection methods.

Internal audit is there to assist in compiling a list of potential frauds, the methods of committing fraud across abif $betors
organization, in the form of a checklist, to enable efficient and effective control, primarily focusing on the preVériahutent
actions, and even providing evidence for legal proceedings (Matriciani, 2014). Unlike external audits, internal audi@wdo not
a strictly defined scope and role; instead, it is up to the entity to organize it according to its own ndabdsdanthnds of
management or the ownership structure. It is established at the request of corporate management, creditors, or investors,
supports and communicates with the internal control system for which management is responsible (Fraser 00Y)sape
same researchers note that over time, many internal audit functions expand their scope to include broader aspectdf control
provide services in other areas beyond internal control assessments, such as examining controls in largelpreje stsfavare
solutions for problem prediction, conducting audits of the effectiveness and efficiency of business operations, adsessing ri
related to reputation, privacy, the environment, etc., providing consulting activities for entity risks aal$ cantt participating
in fraud investigations (Fraser & Lindsay, 2007).

The first question facing internal auditors is the identification of elements that link the internal audit process &b fiaadci
namely: fraud prevention, information management, and investigations conducted by the internal audit department. Fra
prevention has been addressed by various researchers and professionals. A reliable and comprehensive prevention mechan
the application of the integrated framework sponsored by the Committee of Sponsoring Organizations of the Treadw:
Commission, knowras the COSO Internal Control Framework. This framework involves evaluating internal control systems
across the components of a report: control environment, risk assessment, control activities, information and commudication, :
monitoring, which will be dicussed further in this segment of the dissertation. Professionals (Frank & LaTorre, PwC, 2004
promote a terstep guide for financial fraud prevention, titled the -‘Btap AntiFraud Action Plan.

Researcher and professional Matriciani (2014) examines the relationships between internal audit and employee fraud wit
organizations, as well as the flow and quality of information. He categorizes information into two groups: those thatlinteres
partes wish to provide to the organization (e.g., whistleblowers, internal auditors, and information obtained throug!
investigations) and those raising questions about how to process and communicate such information. Matriciani (2014) conclu
that implementig effective information management procedures for potential fraud, developed by internal auditors within thei
departments, is essential for organizations aiming to reduce the manifestation of fraud risk. He also emphasizes the importa
of compliance (dhering to legal and professional standards) and organizational learning as critical factors in an organization
commitment to preventing and detecting fraudulent actions. The relationship between fraud and internal audit is indigputable
has been forally codified in the International Standards for the Professional Practice of Internal Auditing (ISRRtXhal
auditors must have sufficient knowledge to evaluate the risk of fraud and the manner in which the organization manages
However, they are not expected to possess the expertise of individuals whose primary responsibility is fraud detection &
investigation" (ISPPIA 1210.A2).

In his observations, Matriciani (2014) identifies tasks related to information that he classifies in accordance witHAhe ISPP
into: information collection, management of fraredated information, database management, dissemination of the final audit
report, and management of a fraud scheme database.
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Internal auditing focuses exclusively on professional fraud, specifically fraud committed by employees within the company ¢
individuals involved in business operations through management structures. As such, it constitutes a significant jpaatef corp
governance. The Institute of Internal Auditors (11A) asserts that the role of internal auditing includes supportinggthédrsitign
corporate governance mechanisms, as well as assessing and improving the effectiveness of management and risk ebntrol (B
et al., 1999). The importance of internal auditing is also emphasized by the U.S. Securities and Exchange Commissidn (SEC)
the New York Stock Exchange (NYSE), which requires companies to have an audit committee as a condition for listing (NYS|
20038 Milogevii, 2018).

Analyzing findings from the Association of Certified Fraud Examiners (Mousa, 2017), the importance of the internal audi
function in detecting fraud, embezzlement, and misuse of company assets is highlighted. Internal auditors were responsible
uncoverng 16.5% of fraud cases in 2016, compared to 3.8% detected by external auditors (ACFE, 2016).

If a company lacks internal resources to consolidate the activities of its internal audit function, it can always resort t
outsourcing. EImghaamez & Ntim (2016) reference research on outsourcing internal audit functions to external firms. Carey
al. (2M6) investigated companies listed on the Australian Stock Exchange and their propensity to outsource internal au
functions. The findings revealed that approximately 55% of companies employ their staff for internal auditing, while 45% rel
on outsourcingentrusting this function to external professionals. The study also concluded that companies are more likely 1
outsource internal audit functions during business expansion and to reduce employee training costs.

In their work, EImghaamez & Ntim (2016) further discuss research conducted by Inua & Abianga (2015) in Nigeria, whict
examined the impact of outsourcing the internal audit function on the independence of internal auditors. The resulisandicate
while outsourcing offers certain benefits for both the company performing the function and the client, several drawbacks we
identified. A significant concern is the potential compromise of external auditor independence when they simultaneous
undertake interdaudit functions and external audit duties.

At times, internal audit functions can be-saurced, meaning the work is jointly conducted with a partner organization. This
approach is often adopted to meet regulatory requirements within tight deadlines, as noted by Abdulhameed & Aruwa (201
who investigated internal auditing in small and medigired enterprises (SMESs) in the UK. Lenz & Sarens (2014) analyzed
responses from 134 audit directors from various German entities. It is no coincidence that internal auditors are esféined to
"first line" of defence against fraudulent behavior. They are-sugted to prevent and detect fraud due to their knowledge,
competencies, understanding of internal procedur eswithnd ¢
the busines environment. Internal auditors are in a position and capable of proactively detecting various types of fraud, includir
embezzlement, management fraud, and financial reporting fraud. The COSO integrated framework for internal controls serves
a tool b guide the internal audit process toward achieving greater efficiency (IA Middle East, @Bich)will be discussed in
more detail later.

norlevil and nukil (2015) emphasize that internal audi
supporting and strengthening company management mechanisms and improving the efficiency of management and controls.
potential ad capacity of the internal audit function stem from its comprehensive understanding of all processes and operatior
activities, existing risks, the companyo6s | evel of exp
capabilitiesallow internal auditing to effectively prevent and detect fraudulent activities. The IIA standards themselves require
internal auditors to "assess the organizationds maaud'ge me
(ISPPIA2210.A2).

Although the IIA highlights the role of internal auditing in fraud prevention and detection through adequate standadization
practical guides, regulations do not explicitly de¥s5.ne t
Thi s means that significant company support, a strong
accountability of internal auditors are essential.

A prerequisite for effective internal auditing is an efficient system of internal controls that ensures the preventidnleffra
activities, strongauditor competencies in performing their functions that result in identifying financial reporting fraud, and the
integrity and capacity of internal auditors to report to senior management. Effectiveness in these areas enables ¢hgliinternal
functiontopl ay a key role in protecting the entity from frauc
governance, risk, and control frameworks at least once a yeME/015).

Unlike external auditors, internal auditors are far better positioned to detect fraud. They are not restricted by fetatproc
and can use informal collegial communication within the entity to identify symptoms or gather information pointing tal potent
fraudulent activities. Moreover, by observing employee behavior, they can direct their attention to specific tasks agy how th
are being performed. Internal auditors are also not constrained by time limitations or materiality, which could hiradglittheir
to carry out their functions.

2. Internal Audit Standards

The International Standards for the Professional Practice of Internal Auditing (ISPPIA, IIA, B8L2Y by the Institute of
Internal Auditors (I1A), are regarded as international professional regulations within the scopermdl auditing. Their
application ensures the proper organization, orientation, scope of work, evaluation, and reporting of internal audits. The
standards are divided into two segments: Attribute Standards (classified as the 1000 series) and d&eHtamuands (classified
as the 2000 series).
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To regulate the behavior and activities of internal auditors across various aspects of their work, the standards employ
directimusd ,t emmi@ating an unconditional requirement for

The I nternational Standards for the Professional Pyact
and efficiently address fraud risk and that performance standards be established for evaluating governance qualityirggnd mitiga
fraud risks (Standard 2120.A2). Furthermore, Standard 2060 clarifies the role of the chief audit executive (CAE) in reportin
fraud risks to senior management and the board of directors: "The chief audit executive must periodically report to seni
manag@ment and the board on the purpose, authority, responsibility, and performance of the internal audit activity relative to |
plan. Reporting must include significant risk exposures and control issues, including fraud risks, governance issues, and ot
ma t e rStardard 1210 specifies the essential attributes that internal auditors must possess, particularly regarding their persc
competencies: "Internal auditors must possess sufficient knowledge to evaluate fraud risks and must be individuals w
spedalized expertise whose primary responsibility is the detection and investigation of fraud."

Additionally, Standard 2060 elaborates on the CAE's role in communicating with senior management and the board regard
fraud risks: "The chief audit executive must periodically report to senior management and the board on the purpose, author
respongility, and performance of the internal audit activity relative to its plan. Reporting must include significant risk exposure
and control i ssues, including fraud risks, governance i

3. Capacity of Internal Auditors

During the collection of data and information directly from employees, an auditor should be able to recognize suspiciol
behaviors, concealment of information, and/or obstruction of the internal audit process. In this sense, an internaltauditor a
somewlat as a psychologist, capable of observing such behaviors, analyzing and documenting them, and linking them to poten
risks. In research conducted by Burnaby et al. (2011), focused on applied competencies, respameemds auditors-
confirmed thathey value "soft skills" the most. Formal education and theory were not highly ranked. These soft skills were
identified as skepticism, logic, creativity, independence, and the ability to put oneself in the position of a fraudster.

Regarding auditing skills, it is essential to note that these are acquired through formal education and practjcalityigh
professional experience in a challenging control environmenth as in a company facing diverse challenges and business
system deficienciesis particularly valuable. This is because it provides opportunities to identify potential solutions, improve the
business system, and st r en gchrical skillst ihckide auditing,taoatytical, ared dTmgkidst e r
particularly the ability to use software solutions.

As many perpetrators use technology to execute fraudulent activities, internal auditors should also leverage techietbgy to de
fraud (1A, 2009b). According to Burnaby et al. (2011), IIA Standard 1220.BRe Professional Care specifically emphasizes
the use of technologyased audit techniques (lIA, 2009a, p. 20). Internal auditors are encouraged to utilize various busines
intelligence tools to detect fraud in areas identified as-higi Several such techniques are outlined in the Global Technology
Audit Guide (GTAG) published by the IIA (2009), titled Fraud Prevention and Detection in an Automated World (Burnaby et
al., 2011).

It is further emphasized that internal auditors should dedicate more effort to mastering IT audit techniques, partsintssy bu
networking and data analysis software. Professional literature and studies indicate that most publicly traded companies |
younger auditors who lack sufficient IT knowledge and skills. ACFE, in a global study, confirms that data analyticsigedften
in the "mature" phases of fraud prevention efforts. The study notes that 5 out of 10 internal audit departments witttaactive d
analytics use it to identify potential fraud, a figure that rises to 62% in organizations with over 100,000 employess. This
unsurprising given that data analytics require significant investment, time, and other resources (ACFE, 2014).

Technology (Computer Aided Audit Technigue€AAT) provides auditors (both internal and external) with the ability to
streamline and accelerate their activities and detect errors (Olasanmi, 2013). It is becoming faster in operation adasdgzing
numtler of data to find anomalies, and allowing auditors to extract information based on specific patterns. What is significant
that more and more auditors are beginning to use it. Researchers have noted that internal auditors are being called to be |
rigorous in their work.

A well-educated and properly trained internal auditor, with investigative competencies, integrity, and the capacity to repo
observed negative findings, positioned appropriately within the hierarchical structure of the entity, is the persoretest plac
detect fraud. According to relevant standards (SIAG No3), the responsibilities of the internal auditor for detectiiggtingest
and reporting fraud in financial statements are as follows:

1 Identify symptoms ("red flags") indicating that fraud has occurred;

1 Identify the possibility of fraud (e.g., poor internal controls, weak audit committee);
1 Assess the symptoms and possibilities, investigate their likelihood, and determine measures to reduce their occurren
1 Exclude management personnel not involved in the fraud for further investigative actions (Rezae & Riley, 2010).

4. Detection and Prevention of Fraudulent Activities by Internal Auditors

Considering the role of the internal auditor and evaluating their work in detecting errors and fraud or preventingtegiceccu
it is important to highlight that research has shown that the number and value of errors identified by external auditors
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significantly lower in companies that have their internal audit function (Vallace & Kreutzfeldt, 1991), which underscores anc
emphasizes the role of internal auditing.

In cases of fraud in financial statements, research shows that internal auditors are highly aware of the potentialefor fraudu
activities to be detected by external auditors (Apmuast ol
function does not have the primary responsibility for preventing and detecting fraud, but that it should still be imégthted
process of managing fraud risk, which is a new challenge for the internal audit function. When it comes to feteatiab
fraud, entities can use their internal audit function, outsource the internal audit function, or combine the two. Outleurcing
internal audit function aims to improve internal auditing performance by overcoming potential problems, prim&dlgitional
issue that haunts all auditors, directors, and shareholders: "How independent is the internal auditor?"

Looking at the core issues of financial fraud and entity protection, it is clear that the capacities of internal au@itaagimng
fraudulent activities and assessing risk should be enhanced, potentially through outsourcing the internal audit function.

When discussing fraud risk management and the role of internal auditing, the following questions arise (Mousa, 2018):

1. Do senior management, the board of directors, and the audit committee have clear responsibilities regarding fraud r

management?
2. Does the entity have a fraud prevention strategy, a policy that coordinates activities to reduce and detect fraud?

3. Are new employees or candidates for higher positions in the hierarchy vetted, including checking their past history, etc

4. s there an archive of documentation related to reported frauds, or a hotline for anonymously reporting fraud within th
entity?

5. Is there regular evaluation of employee orientation, incentives, opportunities, and conditions that may lead to fraud?

6. Is there a categorization of potential frauds?

7. How are risks and internal control methods assessed?

8. Are there effective channels to improve the flow of information?

9. Is there training and awareness regarding fraud and corruption cases for all employees? Is training regularly repea

and improved, and what values are promoted within the entity?
10.Are there procedures to ensure Apressured on manager

The internal auditor is not fixedly assigned to any department or service within the entity; they approach each ardéig impartia
and objectively. This is where the manifestation of the risk of detecting anomalies, fraudulent actions, or errors cpliags into
as internal auditors are, after all, people who have emotions and a need for collegial relationships and communication. T
manifests when, during communication and the execution of internal audit tasks, the auditor refrains from conducting certe
investigative actions or controls, either partially or entirely, because they are in good collegial, friendly, or famtidinsreps
with an employee whose activities are under review, or simply because they feel a "debt" for their employment weiitify. the
The requirement set before internal auditors is that they remain independent in their work, avoid the influences oéske busin
environment, and objectively perform their tasks, as this is how they protect the entity's assets. Thereforesitpeifioast
quality of an internal auditor is integrity, which is accompanied by commitment and perseverance.

The detection of fraud is addressed through internal control methods designed to identify fraudulent actions and behavior.
existence of adequate detection methods, investigative procedures, and controls is essential for detecting fraud aradanapprop
behavior. When combined with other (preventive) control methods, it increases the effectiveness of the fraud risk managem
program. It should be noted that investigative controls provide evidence of fraudulent actions but are not designed to prev
fraud. Improving related aspects of control activities, such as the frequency of controls and the depth of controls al
investigations, contributes to strengthening the entity

The requirements set for auditors in detecting fraudulent activities are (Mousa, 2013):

1. Specification of fraud risks within the entity through examination of controls and the operational environment to
determine the category and method of fraud;

2. Risk assessment of fraud;

3. Examination of risks and their occurrence from the perspective of the perpetrator to determine the methods of conti
and manipulation that cause fraudulent activities;

4. Understanding the indicators of fraudulent actions;

5. Readiness for the emergence of any fraud cases as a result of existing indicators and knowledge of how to identify si
indicators.

By fulfilling these requirements, perpetrators of fraudulent activities are demotivated and discouragednmmitting
fraudulent acts. Additionally, the development of adequate control mechanisms coriduestjations, and reporting of
discovered fraud cases (notification) significantly deter them from engaging in fraud.

Considering the stages of fraud risk management, the role of internal auditing is:

1. Determining internal audit procedures related to fraud and assessing control methods;
2. Identifying fraud indicatord here, awareness of the properties and factors of individual fraudulent acts and the
techniques used in their execution is required,;
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3. Readiness for any opportunity that could lead to fraud, such as weaknesses in internal controls (weaknesses in methc
Upon detecting deficiencies in control mechanisms, internal auditors must define fraud indicators;

4. Evaluating fraud indicators;

5. Alerting and reporting to relevant authorities within the entity if a fraud case is discovered, to recommend the initiatiot
of an investigation;

6. Response and investigatibreorrective actions for damages caused to the entity.

Information about fraud is structured under the following headings:
1. Collecting information about fraud;
2. Handling information about fraud;
3. Managing the fraud database;
4. Distribution of the final internal audit report;
5. Managing the fraud schemes database. (Matriciani, 2014)

By fulfilling these requirements, perpetrators of fraudulent activities are demotivated and discouraged from committing frau
and through the development of adequate control mechanisms, conducting investigations, and reporting of discoveresl fraud ce
they are significantly deterred from engaging in fraudulent activities.

Considering the phases of fraud risk management, the role of internal audit is as follows:

1. Establishing internal audit procedures related to fraud and assessing control methods;

2. ldentifying fraud indicator$ this requires awareness of the characteristics and factors of each fraudulent activity anc
the techniques used in its execution;

3. Being prepared for any opportunity that may lead to fraud, such as weaknesses in internal controls (weaknesses
methods). Upon detecting a deficiency in control mechanisms, internal auditors must define fraud indicators;

4. Assessing fraud indicators;

5. Reporting and alerting the relevant authorities within the entity if a fraud cdisedwered, to recommend the initiation
of an investigation;

6. Response and investigatidrcorrective actions for damages caused to the entity.

Information about fraud is structured under the following headings:

1. Collecting information about fraud;

2. Managing (handling) information about fraud;

3. Managing the fraud database;

4. Distributing the final internal audit report;

5. Managing the fraud schemes database.

Information about potential fraud or suspicious behavior may be received in the form of a rejdiitotipbserved during
control and audit activities. These can come from an employee or a third party. To ensure the efficiency of the internal au
process- avoiding the waste of time and resouredise source of the information is verified, along with its reliability and the
motivation of the whistleblower. A preliminary assessment of the validity of the claims is then made by determiningihity credi
of the information and the reliability of the informant, as well as checking if the reported circumstances appear od the frat
checklist or the "red flags" checklist. It should be noted that many tips are submitted anonymously, either in wribogtoathr
"hotline" via email or phone, making it difficult to determine the motive and profile of the fraud reporter.

When discussing motivations for committing fraud, it is important to note that there are various motives driving peigfetrators
fraudulent actions. What is crucial to emphasize is that it is certainly not just a financial motive, i.e., money. Artignific
motivator for perpetrators may be "revenge" from an employee due to lack of promotion, unresolved issues, inadequate rewa
or insufficient investment in the employee. The task of the internal auditor (and the management function) is to design a
influence the entity's policymakers to create procedures that would neutralize arbitrariness and evaluations based solely
individual opinions within the management structure. With adequate procedures, reliable mechanisms for assessing emplo
work quality (with a recommendation for the highest possible quantification of all work elements), and strong control systems
the possibility of motivations for fraudulent actions and other inappropriate behaviors is significantly reduced.

Promoting positive values, good communication and information sharing, a widespread perception of intolerance towa
fraudulent actions and behaviors, establishing penal measures, and creating a controlled endrasrtbetkey components
of the internacontrol system help spread ethical values and a positive business culture. By modelling appropriate behavior ir
management structures, the likelihood of fraud occurring is reduced.

5. Investigation by the Internal Auditor

The investigative process relies on the entity's adopted procedures. The chief internal auditor should have a planifigr conduc
investigative actions, which is implemented upon the discovery or receipt of information regarding a fraud. They determine tl
skills and competencies needed for conducting the investigative procedures and assign the internal auditor who withearry out
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investigation. It is particularly important to select someone who is not in a potential conflict of interest or in clegalicol
relations with the employees under investigation.

Information (evidence) gathering is carried out through video surveillance, review of documentation, and interviewing
employees. It is crucial that the method of information gathering is lawful; data, information, and evidence about frauduler
activities and implicated individuals must be obtained legally. During the investigative process, the extent of damage caused |
the fraudulent activity is determined, as well as the individuals suspected of fraud, the scope of business operatibty affect
the fraud, and which department or sector was impacted, as well as any potential intangible damage if reliably assessable. Spe
attention should be focused on defining the method of executing the fraud (modus operandi) to develop or improve fral
indicators, asvell as the reasons for committing the fraudulent act by the identified individuals.

When it comes to investigations based on various reports and notifications, it is important to emphasize that theditternal au
is obliged to investigate according to the audit manual, if available within the entity, as well as in compliance wah laws,
applicable regulations, and international standards for the professional practice of internal auditing.

6. Internal Control as Support for Internal Audit in Effective Fraud Risk Management

Internal control plays a pivotal role in ensuring the quality and reliability of financial reporting while also serviaiitiaala
mechanism for fraud preventioManagement is responsible for ensuring reliable financial reporting as well as designing a
program for the prevention and detection of fraud. Internal control systems, internal auditing, and external auditadiage a le
role in defending against finaiat fraud. External audits and the investigative actions of forensic accountants reresenthd
line of defence against fraud. Carrying out this task involves organizing an adequate system where each segment has def
roles, tasks, and authorities (Krstil, 2009).

Internal audit assesses the internal control mechanisms of the entity (company, financial institution, organization,ngovernme
agency), management, and accounting processes, ensures compliance with legal and internal regulations, and reliable fina
reporting, all to increase operational business efficiency. The Audit Committee is a control body established by theanfity to
out audits more effectively. It reviews and analyzes financial statements, recommends changes to accounting policies, ens
the i mplementation of internal audit conclusions, and m

The internal control system is defined by the International Auditing Standards, initially in ISAst@Gystem that includes
all policies and procedures adopted by the management of a legal entity to help achieve the organization's objectives in a
that ensures orderly and efficient operations. According to ISA 315, which replaced ISA 400, intermat r o | i s i
designed, implemented, and maintained by those charged with governance, management, and other personnel, to pro
reasonable assuree regarding the achievement of objectives related to reliable financial reporting, effective and efficient
operations, and compliance with applicable laws and regulations, where 'control' refers to all aspects, whether involving one
multiple controlo mponent so (Si meunovil & Knegevil, 2016).

By reviewing the internal control system, both in terms of its architecture and the design of controls, as well agitsuncti
and the specific effectiveness of the controls, internal auditors determine whether the established controls are adequate
effective in preventing fraud and various forms of negative behavior. Through this type of assessment, senior managegent exp
the internal audit department to:

1 Assess and report on deficiencies in internal control;

1 Assess, report, and inform about key business risks;

1 Provide recommendations for improving the existing control system (Matriciani, 2014)
and the financial extent of damage caused by fraudulent behavior.

Although internal control was initially seen as a set of measures to protect the entity's assets by verifying the adcuracy e
truthfulness of accounting records, over time, it has expanded to cover broader oversight responsibilities and is navsaieved
set of policies and procedures established by manad& men
it represents a key element of effective management, there is a constant interest in increasing efficiency and degabaping int
control.

The importance of internal control has led to the development of various models, or frameworks, for internal controt The mc
notable model of good internal control practices is the COSO (Committee of Sponsoring Organizations of the Treadwz
Commission) rdel. The COSO model assumes that managing any business entity essentially means managing the entit
business risks. Therefore, the model emphasizes the importance of risk. The entity's management structure is responsible
initiating the implementatio process of the model and applying it at all levels, with the goal of identifying potential events that
may negatively impact the entity. The model allows entities to identify, categorize, and rank risks by importance. As this is
permanent process fothich all employees are responsible, internal control serves as a mechanism to mitigate risks, i.e., minimiz
potential negative events.

Conclusion
Internal audits and internal controls serve as fundamental pillars in managing fraud risk within organizations. Thieindsle ex
beyond merely detecting and preventing fraud; they also play a critical part in fostering a culture of integrity andoditgounta
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Internal audit, through risk assessments, control evaluations, and the provision of recommendations, delivers independent
objective insights that help identify vulnerabilities in control systems early. Meanwhile, robust internal control sytatglisis es
preventive measures to minimize the likelihood of fraud and facilitate its detection when it occurs. Internal contridieieedons
a significant prerequisite for the operations of an entitterhal audit and control have a particularly importanteiacfraud
risk management.

What business entities expect from internal auditing is certainly assistance in shaping the fraud risk assessmentiriny connec
those who know where fraud risks exist but do not have the power to act preventively, and those who have the power, authol
and responsibility to act but do not know where the fraud risks lie.
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Abstract

This paper presents a |iterature review on the cultura
Through a comprehensive analysis of literature and international practices, the study highlights that traditional gesated norm
social discrimination are among the primary barriers faced by women entrepreneurs. These challenges range from struct
limitations in developing economies to underrepresentation in innovative sectors in developed countries. The review provide
detailed examination of how these obstacles affect the performance of women entrepreneurs and emphasizes the importanc
inclusive solutions such as mentoring, the creation of support networks, and empowerment through education and trainil
Furthermore, th paper offers a comparison between developed and developing countries to understand the diverse nature
cultural barriers and their impact on the growth o&ihgwo me
cultural challengeso foster a supportive environment that promotes gender equality and economic development.

Keywords:cultural challenges, social discrimination, traditional gender norms.

1. Introduction

The cultural challenges that impact femalgrepreneurship are a complex interplay of social, psychological, and economic
factors, which often hinder women from reaching their full potential as entrepreneurs. Unlike formal barriers, cultengieshall

are often harder to identify and resolvetlzsy are deeply rooted in societal norms and expectations related to gender roles anc
women's place in society. On a global scale, one of the greatest obstacles for female entrepreneurs is the gendehatereotyp
perceives them as less capable of mampgnd developing businesses compared to men (Aldrich & Ruef, 2020).

In many cultures, women are considered more suited for traditional roles, such as that of mother and family caretaker, wh
often results in the neglect of opportunities for professional and entrepreneurial development. This phenomenon is not ol
presenin developing countries but also in more developed economies, as evidenced by the challenges faced by women opera
in the most innovative and highch sectors (Kelley et al., 2021). However, recent studies suggest that cultural challenges
impacting fenale entrepreneurship are not uniform and are contingent on the cultural context and level of development withi
each country.

One of the most significant aspects of cultural challenges is the influence of traditional gender norms, which oftdme create t
greatest barriers for female entrepreneurs. These norms can relate to a wide range of issues, including the expdataton to ba
professional and family commitments. For example, a recent study revealed that women in many societies continue to f
expectations to manage multiple responsibilities both inside and outside the home, which limits their opportunitiespto devel
succesful businesses (Carter et al., 2021). In many cases, these cultural expectations prevent women from seeking funding
engaging in professional support networks that are essential for business growth.

Furthermore, in countries such as Japan, South Korea, and China, cultural norms linking a woman's role to the family and
maintenance of social harmony often lead to women withdrawing from professional and entrepreneurial opportunities. Wom
in these ountries often face a strong dilemma between professional aspirations and pressure to meet traditional fam
expectations (Yamamura & Sato, 2021). This challenge is further exacerbated when mentoring and training opportunities
women are limited or iraessible.

In the context of developed countries, despite significant progress towards gender equality, women still face subtdal@sal obs
These include low representation of women in innovative and technology sectors, as well as limited access to camital to sup
the creation of new businesses (Brush et al., 2021). Recent research has shown that in technology and innovationreectors, v
high levels of expertise and creativity are required, women often find themselves efichatetiie to their abilities, because

of ingrained beliefs about the capabilities and roles of women in these fields (Aldrich et al., 2020). Once again,ttteseslimi
stem from gender stereotypes that have persisted for centuries and are embedded within professional andts@sietal cu

In several European countries, such as Germany and Switzerland, efforts are being made to address these barriersitgough pc
aimed at promoting gender equality. However, cultural challenges remain deeply entrenched. Female entrepreneurs in th
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countries often encounter a professional environment that favors men, and although institutional support and fundii
opportunities exist, they are often limited and fail to change the cultural practices that keep women from accessing eq
opportunities (&grist et al., 2020).

Another important aspect of cultural challenges is the lack of equal opportunities for women in professional trainingemd mod
technology. Women engaged in entrepreneurship often have limited access to professional development opportunities, train
and resources necessary to prepare them for sustainable business development. This is particularly true in underdesgloped ol
developed regions, where investments in education and professional training for women are limited. According to a yecent stt
by Banerjee and Duflo (2021), the lack of institutional support for training and mentoring is one of the greatest batibys fac
female entrepreneurs in developing countries.

Globally, women face the need to acquire new skills and gain an edge in the labor market, equipping themselves with knowlec
of technology and emerging trends essential for survival in an increasingly inneeaiibdigitalizatiordriven economy (Kelley

et al., 2021).

The aim of this paper is to analyze the cultural challenges impacting the development of female entrepreneurship by identifyi
key factors arising from traditional social norms and gender role expectations, as well as their negative impact on wome
oppatunities to develop successful businesses. This research examines the impact of these cultural challenges at both global
regional levels, identifying the main barriers associated with gender stereotypes and social prejudices that limit womelr
opportuwnities to engage in entrepreneurial activities.

The structure of the paper is organized as follows: The first section provides an overview of the cultural challengi&s and th
direct impact on female entrepreneurship. It highlights the barriers associated with traditional social norms, geraigd roles,
societal perceptions that limit women's opportunities to take the initiative in business. The second section examituealthe cul
factors hindering women in innovative sectors and in economic environments that require continuous development. This sect
emphasizes the influence of gender stereotypes and social pressures that negatively affect women's chances of acéseving su
in entrepreneurship. The third section summarizes the findings and offers recommendations to address and overcome ftt
culturd barriers. This research suggests that an inclusive approach and interventions at both societal and institutional levels
help create equal opportunities for female entrepreneurs, alleviating cultural challenges and promoting more oppartunities
equtable development.

The research question of this paper is: What are the key cultural challenges affecting the development of fem
entrepreneurship, and which supportive strategies are most effective in overcoming these challenges in varying so
economic contexts?
To address this research question, the primary objectives of this papsrfallews:
1. To identify the main cultural challenges, including traditional gender norms and societal stereotypes, th:
influence the development of female entrepreneurship at global, regional, and local levels.
2. To propose comprehensive strategies, such as the establishment of support networks, mentoring programr
and gender equality policies, aimed at overcoming these challenges and fostering the empowerment of fem
entrepreneurs.

2. Literature Review

The international literature highlights tisggnificance of the role of women entrepreneurs in fostering economic and social
growth, creating new opportunities for innovation and employment. According to the World Bank Report (2021), womer
entrepreneurs contribute significantly to global economigeligment, improving economic stability and creating new
employment opportunities. However, cultural challenges, such as social norms and gender biases, remain substantial barrier
women leading businesses, limiting their opportunities for equal BN across various economic sectors (OECD, 2021).
Gender stereotypes and societal perceptions, which often view women as more suitable for traditional caregiving retdg, negati
impact their ability to engage and succeed in business and entrekifields (ILO, 2021).

A study by UN Women (2022) argues that the COMMDpandemic has exacerbated women's efforts to balance their family and
professional responsibilities, thereby intensifying existing cultural challenges. Women have faced heightened demands ¢
doubts regaridg traditional roles and the division of labor within the household, worsening both economic and cultural
challenges. This negative impact is more pronounced in developing economies, where cultural norms and stereotypes are n
entrenched and harder thange. Consequently, women's participation in businesses and specific economic sectors remair
restricted (World Economic Forum, 2022).

Developed Countries: The USA, United Kingdom, Germany, and Switzerland
In the United States, women entrepreneurs have succeeded in developing businesses across various fields, including technc

services, and healthcare. According to a report by the
of smal businesses in the country but continue to face significant cultural and structural barriers. Cultural norms that percei
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women as more suitable for family caregiving roles often hinder their pursuit of careers in advanced and lucrative sectc
(McKinsey & Company, 2020). Additionally, women entrepreneurs have limited access to venture capital, while theil
underrepresentatidn professional networks places them at a disadvantage in advancing and developing their businesses.

In the United Kingdom, support for women entrepreneurs is emphasized through initiatives sudRos® tReview of Female
EntrepreneurshipThis program has helped women overcome funding barriers and provided opportunities for essential suppc
and mentoring, critical for developing successful enterprises. However, cultural challenges related to traditional gesder nor
remain prevalent. Woan often feel marginalized and face greater difficulties in building professional networks and managing
businesses idominant industry sectors (Carter et al., 2020). Furthermore, gender inequalities in pay levels and representation
leadership positions continue to negatively affect the-teng success of womdad businesses.

In Germany, th&XIST Womeprogram provides support for women creating innovative businesses, primarily in the technology
and science sectors (KfW Research, 2021). This program has made a noticeable difference for women entrepreneurs, enal
them to develop and manage businefisaisface intense competitive challenges. In Switzerland, initiatives likewfss Female
Entrepreneurship Progranmave highlighted the importance of mentoring and skill development to help women overcome
cultural barriers ofte present in countries with traditional family norms and gender expectations (Siegrist et al., 2020).
Nonetheless, cultural challenges persist, with many women continuing to face difficulties associated with traditional role
dividing family and professial responsibilities.

Developing Economies: India and South Africa

In India, women entrepreneurs are often confined to-paosiit-margin sectors due to traditional norms that limit their
participation in highgrowth-potential businesses (Kabeer, 2020). Studies show that cultural challenges and gender norms preve
women fom developing and scaling their businesses beyond traditional constraints. Women who attempt to establish busines
often face negative perceptions that undervalue their capabilities and consider them unsuitable for leading large ared innova
organizaibns. In South Africa, cultural challenges and traditional norms similarly hinder women from participating in male
dominated markets and industries. In this country, initiatives aimed at creating training opportunities and professtokal netw
often facadmplementation difficulties, leaving many women without the necessary resources to engage and advance (World Bar
2022).

Western Balkans: Kosovo and Albania

In Kosovo and Albania, women entrepreneurs face similar obstacles. Gender stereotypes and traditional aorong) dhe
primary barriers women must overcome to establish and grow businesses. According to the Riinvest Institute (2021), only 12
of businesses in Kosovo are led by women, reflecting a significant gender gap in entrepreneurship. In Albania, lefésrts suc
those by UNDP have brought progress, but the lack oftemg supportive policies continues to challenge women entrepreneurs
(UNDP Albania, 2020). Women in these countries are often restricted by cultural perceptions and norms that view sgctors led
women as less significant or advanced than those led by men. Furthermore, the lack of mentoring opportunities anchsupport fi
professional networks leaves women without the means to grow and develop sustainably.

The international literature and various reports emphasize that cultural barriers for women entrepreneurs are sinmlangacross
regions and countries. Gender stereotypes, traditional societal norms, and a lack of institutional support are sorersf the fa
influencing the development of womégd businesses. However, best practices from developed countries, such as mentoring an
the creation of supportive networks, can serve as models to address these challenges and enable the growth and developm
female entrepreneurship in countries like Kosovo and Albania.

3. Methodology

This paper adopts a systematic literature review approach, focusing specifically on the cultural challenges impacting t
development of female entrepreneurship. The methodology is designed to identify and analyse the influence of cultural norr
gender streotypes, and structural barriers on the growth of wele@enterprises across various contexts.

Literature SelectionT he sel ecti on process involved the use of key t
and AGender stereotypes i n entr e-mvievedgournas landpepadits by internationa v
organisations published tyeeen 2019 and 2024. Databases such as Scopus, Web of Science, ResearchGate, and Google Sch
were utilised to collect relevant materials.

Selection CriteriaThe inclusion criteria focused on empirical studies and literature reviews addressing cultural challenges ar
supportive strategies for female entrepreneurs in diverse contexts.

Source FilteringOnly materials with direct relevance to the research topic were selected, excluding informal or unpublishec
sources.

Thematic SelectiorKey themes were identified, including traditional gender norms, societal expectations, and discrimination ir
access to capital and professional networks.

Analysis ApproachA qualitative thematic analysis was conducted to identify key challenges, such as cultural norms, gende
expectations, and the impact of stereotypes on woméeads
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synthesis of best practices and the identification of cultural barriers in countries such as the United States, Germamg Japa
the Western Balkans.

Limitations: The study relied exclusively on published literature, excluding informal sources. Furthermore, the selection o
resources was influenced by access to certain databases and specific reports. Nonetheless, this methodology provides a r
foundation for uderstanding and analysing cultural challenges while offering practical recommendations to enhance support f
female entrepreneurs in Kosovo and Albania.

4. Findings

To address the aim of this paper, which seeks to analyze and compare the cultural challenges affecting female entpepreneul
at the globalregional, and local levels, key findings have been identified from the scholarly literature. These findings are
categorized into three main contexts: the global landscape, developed countries, developing countries, and Kosovo and Alba
offering insightdnto the challenges and opportunities faced by women entrepreneurs in these settings.

At the global level, cultural challenges for women entrepreneurs are interconnected with traditional gender norms, soc
stereotypes, and restricted access to economic resources and professional networks. Women continue to encounter signif
barriers,such as underrepresentation in Rhmgtential sectors like technology and discrimination in accessing venture capital.
For instance, only 2.3% of venture capital in the U.S. goes to women (McKinsey & Company, 2020). The literature suggests th
despite eanomic advancements, cultural norms still perpetuate common patterns of discrimination (Brush et al., 2019; OECI
2021). Efforts to address these challenges are more advanced in developed countries, where supportive programs and netv
for women entrepreeurs have been established.

The USA and the United Kingdom:

In the USA and the UK, supportive st r-Uglobanshelpwosmenatidressskey Wo
challenges like access to capital and the creation of networks. However, gender stereotypes continue to negatively @njgact worr
aspirdaions and confidence in developing their businesses (Carter et al., 2020). The percentage of women in innovative sect
like technology and sciences remains low, necessitating more integrated policies that promote gender equality (Briish Busin
Bank, 221).

Germany and Switzerland:

In Germany, programs likeEXIST Womemave supported women in innovation sectors, while in Switzerland, mentoring and
training are key pillars for integrating women into the entrepreneurial market (Siegrist et al., 2020). Despite thefsbesess o
programs, traditional expectations regagdgender roles, especially in rural areas, continue to limit women's participation in
entrepreneurship.

India and South Africa:

In developing countries such as India and South Africa, challenges are more pronounced due to a lack of access to for
financing and institutional support. In India, women face traditional norms that restrict their opportunities to stavirtheir
busineses. Programs liketandUp India have supported women, but their impact remains limited due to a lack of widespread
implementation and reach (Kabeer, 2020). Similarly, in South Africa, women often turn to informal economic sectors to sta
businesses, vdre they face a lack of legal security and financial support (World Bank, 2022).

Kosovo and Albania:

In Kosovo and Albania, women entrepreneurs face a combination of cultural and structural challenges. According to a report
Riinvest Institute (2021), only 12% of businesses in Kosovo are owned by women, most of which are concentrated inghe servi
sedor. Similarly, in Albania, efforts to empower women have increased awareness of gender equality, but supportive policies
often limited and fragmented (UNDP Albania, 2020). Traditional gender norms and women's roles within the family influence
their ergagement in entrepreneurship, forcing them to confront challenges such as balancing family and profession
responsibilities, the lack of support networks, and limited access to formal financing.

In summary, cultural challenges for women entrepreneurs are numerous and vary across cultures, but efforts to address t
challenges are becoming increasingly evident. Supportive interventions and integrated policies that promote gendeeequality
necessary to help women reach their potential in entrepreneurship, particularly in contexts like the Western Balkans.
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Category Key Cultural Challenges Best Practices in Addressing Cultural
Challenges
Global Traditional gender norms that limit The creation of professional networks

women's opportunities in
entrepreneurship. Cultural stereotype
that influence women's aspirations an
confidence.

mentoring, and training for women to
strengthen their confidence and
promote gender equality (Brush et al.
2019; OECD, 2021).

Developed CountriesUSA and UK

Discrimination in access tapital,
limitations on opportunities for womer
in innovative sectors. Cultural norms
that support traditional roles for
women.

The creation of support centers for
women entrepreneurs such as Wome
Business Centers, Stadp Loans, and
policies promoting gender equality in
innovative sectors (McKinsey &
Company, 2020; Carter et al., 2020;
British Business Bank, 2021).

Developed CountriesGermany and
Switzerland

Traditional gender role expectations
that affect women's participation in
entrepreneurship, especially in rural
areas.

Support programs such as EXIST
Women for empowering women in
innovative sectors and education
focused on training women in
entrepreneurship and mentoring
(Siegrist et al., 2020).

Developing CountriesIndia and South
Africa

Traditional norms that prevent wome
from pursuing entrepreneurial
opportunities, limiting opportunities in
the formal sectors.

Support programs such as Stdupl
India for women entrepreneurs,
interventions in the informal sector, a
promotion of opportunities for women
in business (Kabeer, 2020; World
Bank, 2022).

Kosovo and Albania

Traditional gender norms that force
women to balance family and
professional responsibilities. The lack
of supportive networks and access to
funding.

Supportive policies for women
entrepreneurs, training for innovation,
and opportunities for mentoring.
Development of support networks an
opportunities for access to financing
(Riinvest Institute, 2021; UNDP
Albania, 2020).

Table 1: Cultural Challenges and Best Practices for Female Entrepreneurship at the Global, Developed, Developing 6dutdsesp & Albania Levels

At the Global LevelCultural challenges are significantly high due to pronounced gender stereotypes and the lack of support fc
women in innovative sectors. However, several supportive practices have been developed to address these challenges, inclt
networks and organifians designed to empower female entrepreneurs.

In Developed CountriesVhile cultural challenges, such as gender norms, persist, supportive practices-astabéhed and
have a considerable impact, particularly through sttuct L
a noticeable improvemém addressing cultural challenges.

In DevelopingCountries: Challenges are more pronounced due to the lack of resources and support, especially in areas lil
financing and education. Supportive practices are still in the early stages and are often not widespread.

In Kosovo and AlbaniaCultural challenges are clearly present, especially in the form of traditional norms andrédatédy
barriers. Supportive practices remain limited but have grown as several initiatives have been created to support fem
entrepreneurship.
Level

Cultural Challenges Supportive Practices Comments

Global Gender discrimination and
limited access to economic
resources.

Support structures such as
Womends Busi i
and StarUp Loans.

Lack of access to funding
and institutional support.
Cultural challenges due to
traditional norms and gendsg
roles.

Many Average

Developed Countries Average Many

Developing Countries Many Need Improvement

Kosovo & Albania Many Average
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Table 2: Presents an analysis of the cultural challenges and supportive practices that women entrepreneurs faceranféevel#fglobal, developed
countries, developing countries, and Kosovo & Albania.

Table 2: Presents an analysis of the cultural challenges and supportive practices that women entrepreneurs face across
different levels: global, developed countries, developing countries, and Kosovo & Albania. This table is structuredivatio four
columns, with each category analyzed for the cultural challenges and supportive practices that assist women in entggpreneurs

Global Level

Cultural Challenges:Women globally face significant cultural challenges related to traditional gender norms and social
stereotypes. This includes low representation in -pigtential sectors like technology and sciences, and discrimination in
accessing capital, as evidend®d McKinsey & Company (2020), where only 2.3% of risk capital is invested in wdeden
businesses.

Supportive PracticesGlobal efforts to support women entrepreneurs are often scattered and varied, including the creation ¢
support structures that offer access to capital and networks. However, the support provided remains limited, especially
innovative sectors and opponities for mentoring and training for women entrepreneurs.

Developed Countries

Cultural Challengesin developed countries, such as the USA and the UK, challenges include cultural norms and gende
stereotypes that still negatively affect women's-selffidence and aspirations to grow their businesses. Despite supportive

programs, women often feel cor@hed by societal and professional pressures.

Supportive PracticesThese countries have more developed support S

Business Centers and Stahp Loans, which offer financing and mentoring opportunities. However, women's participation in

sectors such as technology and sasnemains low and requires more integrated policies to address gender inequalities.

Developing Countries

Cultural Challengesin developing countries like India and South Africa, women face more pronounced cultural and structura
challenges. Traditional norms, lack of access to finance, and institutional support create significant barriers for vedngen ent
entrepreneurship. Imany cases, women are excluded from professional and financial growth opportunities.

Supportive PracticesPrograms like Stantdp India offer women opportunities to start businesses, but their impact is often
limited due to a lack of widespread and continuous support. In South Africa, women are often forced to enter informal econor
sectors to start businessaxcreasing the risk and limiting access to financial support.

Kosovo & Albania

Cultural Challenges:Women in Kosovo and Albania face a combination of cultural and structural challenges, including
traditional gender norms that require them to balance family and professional responsibilities. As a result, they ééwarhave
opportunities to participat@ business or lead businesses. Moreover, challenges such as a lack of support networks and limite
access to finance are widespread.

Supportive PracticesAccording to reports from the Riinvest Institute (2021), in Kosovo, only 12% of businesses are-women
owned, and most are concentrated in small service sectors. Supportive policies and programs are limited and often fragmen
making an integrated and sai®iable approach necessary to enhance opportunities for women in entrepreneurship.

5. Conclusionsand Recommendations

In conclusion, the research on the cultural challenges affecting the development of women entrepreneurship has shown
cultural norms and gender stereotypes are the main obstacles women entrepreneurs face at the global, regional, dad local le
At the gl obal l evel, traditional cul tur al norms and gel
engage in entrepreneurship. Women are often faced with societal expectations to be more involved in family roles amd childc:
limiting their opportunities to develop businesses. Despite progress in some countries, these norms still negatively influen
womends as pi-coafiddnee msunning isinessds {OECD, 2021; Carter et al., 2020).

Another cultural challenge is the low representation of women in-goggntial economic sectors, such as technology and
sciences, where cultural norms often create barriermag to
not stted for these industries, hindering their involvement in technology and science entrepreneurship (Brush et al., 2019).

In addition to visible cultural barriers, the invisible challenges related to cultivatingsdiflence are also present. Women
often struggle to develop aspirations to create their own businesses due to norms that frequently convey the message
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entrepreneurs are expected to be men. This influence is also evident in the experiences of women in highly develoged coun
like the US and the UK (Carter et al., 2020).

In some cases, it is evident that changing cultural norms is a slow but necessary process. Although some prograngsand initia
have i mproved opportunities for women, improving societ
magor challenge. Women are often forced to confront stereotypes and prejudices that affect their ability to build supportiv
networks and obtain investments for their businesses (McKinsey & Company, 2020).

In Kosovo and Albania, cultural challenges are also present and have a significant impact. Traditional cultural norietshnd soc
expectations for women, including family duties and traditional roles, make it difficult for many women to engage in
entrepr@eurship. Women face visible barriers in developing business ideas due to gender discrimination and cultural limitatiol
imposed by society (Riinvest Institute, 2021).

Cultural challenges remain a significant barrier for women entrepreneurs, making it difficult for them to engageire kpd
successful businesses. Traditional norms and gender stereotypes are present in many parts of the world and have a notic
impact on the support women receive in starting and running businesses. Despite efforts to change these normstahere is a
need to address these challenges in order to create equal opportunities for women entrepreneurs.

Cultural Norms and Gender Stereotype Change

One of the main recommendations is to intensify efforts to change cultural norms and gender stereotypes that prevent wor
from engaging in entrepreneurship. Educational programs and societal awareness campaigns are essential to challehge tradit
roesand encourage women to pursue entrepreneuri al careers
help change perceptions about their skills and opportunities.

Examples:Media campaigns promoting women entrepreneurs as success models, and integrating these initiatives into schc
and universities to educate younger generations about equal opportunities for both women and men in entrepreneurship.

Support for Women Entrepreneurs in Innovation Sectors

To address the low representation of women in innovation sectors such as technology and sciences, it is necessaryeiaisgovernn
and international organizations to create equal opportunities for women in these sectors. Programs that offer traingiip ,mento
and financial support for women in such sectors can help increase their representation.

ExamplesCreation of mentoring groups and support networks for women in technology and sciences, as well as offering grar
and financial opportunities dedicated to women entrepreneurs in these fields (e.g., innovation grants from internatior
institutions).

Enhanci ng Wonfidemcés Sel f

Boosti ng weonideme® and asmrations is a key aspect for the development of women entrepreneurship. This can |
achieved by providing opportunities for personal and professional development, as well as creating opportunities for women
engagen supportive networks.

ExamplesLeader ship devel opment programs for women and -crea
confidence to become leaders in entrepreneurship.

Engaging Men and Boys in Gender Norm Change

For true change toccur, it is necessary to involve men and boys in challenging gender stereotypes. This can help create a cult
of support for women and increase awareness about gender equality.

ExamplesPrograms that encourage men and boys to support and motivate women in entrepreneurship, as well as help disma
the myth that women cannot run successful businesses.

Creation of Policies Supporting Women Entrepreneurs in Rural Areas

In many cultures and countries, women living in rural areas face numerous cultural and economic challenges. Policies &
programs that encourage and support women entrepreneurs in these areas are necessary to address these challenges anc
greater eqality of opportunities.

ExamplesPolicies offering specialized training and support for women entrepreneurs in rural areas, as well as opportunities f
access to markets and professional networks.
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Integrating Cultural Challenges into Business Development Policies

Cultural challenges that have a directimpact ordtleev e | o p ment of womends entrepreneur
development policies. Governments must include cultural and gender aspects in creating programs and policies to supj
entrepreneurs, offering equal opportunities for both genders.

Examplesintegrating gender equality and cultural challenges training into support policies fapstamd new businesses.

Improving Education and Training for Women Entrepreneurs

Provide women with opportunities for advanced education and training in management, technology, and entrepreneurial skills
improve their positions and help shift cultural perceptions.

Examples:Creation of specific programs aimed at developing entrepreneurial skills for women, focusing on fields with high
economic potential that remain underutilized by women.

These recommendations are crucial for overcoming cultural barriers and enabling a more equal and supportive environment
women entrepreneurs worldwide, particularly in regions where cultural challenges are more pronounced. Integrating the
suggestionsould increase opportunities and strengthen the impact of women in economic and social development.

References:

=

Aldrich, H. E., & Ruef, M. (2020)Organizations Evolvingdth ed.). SAGE Publications.

2. Banerjee, A. V., & Duflo, E. (2021)Good Economics for Hard Times: Better Answers to Our Biggest Problems
PublicAffairs.

3. Brush, C. G, De Bruin, A., & Welter, F. (202¥Women Entrepreneurs and the Global Econo@pringer.

4. Carter, S., Shaw, E., & Mwaura, S. (2021). The Role of Gender in Entrepreneurial Piamticeal of Business
Venturing 35(1), 1432.

5. Kelley, D. J., Singer, S., & Herrington, M. (202861 o b a | Entrepreneurship Monitor
Report GEM.

6. Siegrist, M., & Kassen, M. (2020Gender and Entrepreneurship in Germany and Switzerland: Cultural and
Institutional Barriers to Female EntrepreneutSpringer.

7. Yamamura, S., & Sato, M. (2021). Women Entrepreneurs in Japan: Overcoming Cultural and Institutional Barriers
Asian Journal of Business Venturjrgf(3), 228245.

8. Carter, S., Anderson, S., & Shaw, E. (2020). Gender and entrepreneurship: A review of research and its implications 1
policy. International Small Business Journ&8(3), 193212.

9. International Labour Organization (ILO). (202¥yomen Entrepreneurs and the World of Work: Global Challenges and
Opportunities Geneva: International Labour Organization.

10. Kabeer, N. (2020). Gender, entrepreneurship, and social transformation: The case of women in developing economi
Development and Chang®1(4), 916940.

11. KfW Research. (2021)he Role of Female Entrepreneurship in Innovafiiven Economies: A Study of Wordesd
Businesses in Germarniyrankfurt: Kfw Bank.

12. McKinsey & Company. (2020)¥omen in the Workplace: A Global Perspective on Barriers to Entry and Advancement
McKinsey & Company.

13. OECD. (2021).Gender and Entrepreneurship: An Overview of Recent Policy DeveloprRamis: Organisation for
Economic Ceoperation and Development.

14. Siegrist, H., Herrmann, M., & Mdller, C. (20203ultural Barriers to Female Entrepreneurship in Switzerland: An
Empirical InvestigationJournal of Business Researdi4, 306319.

15. UNDP Albania. (2020)Challenges and Opportunities for Women Entrepreneurs in Albania: Addressing Gender
Inequalities in Busines®Jnited Nations Development Programm

16. UN Women. (2022)The Impact of COVIEL9 on Female Entrepreneurshignited Nations Women.

17. World Bank. (2022)Women Entrepreneurs in S@aharan AfricalOvercoming the Barriers to Succe¥gorld Bank
Group.

18. World Economic Forum. (2022Jhe Future of Gender Equality in Business: Opportunities and Challenges for Women
EntrepreneursGeneva: World Economic Forum.

19. Nati onal Womends BuTshien eStsa tCGeo uonfc i Wo. me(n260s2 1Bnt r. 8.9 Small e ur
Business Administration.

20. Carter, S., & Shaw, E. (2020). The Influence of Gender on Entrepreneurship and Inndwatieation: Organization
& Management22(1), 1625.

21. Brush et al. (2019)Brush, C. G., de Bruin, A., & Welter, F. (2019). A Gendavare Framework for Entrepreneurship

ResearchSmall Business Economjé2(2), 319331. doi:10.1007/s1118718-00679



IAI Academic Conference Proceedings Thessaloniki, 11 December 2024

22

23.

24,

25.

26.

27.

28.

29.

30.

. OECD (2021) Organisation for Economic Gaperation and Development. (202lyo me nds Entr epr e n e
Unlocking the Potential of Women Entreprene@&CD Publishing. doi:10.1787/9789264523%9v

McKinsey & Company (2020)McKinsey & Company. (2020y¥omen in the Workplace 202@cKinsey & Company.

Carter et al. (2020) Carter, S., Shaw, E., Lam, W., & Wilson, F. (2020). Gender and Entrepreneurship: A Review and
Critical Analysis.International Journal of Entrepreneurial Behavior & Resear26(2), 335351. doi:10.1108/IJEBR
10-20190406

British Business Bank (2021 British Business Bank. (202I)he Role of Gender in Entrepreneurship: Evidence from
the UK British Business Bank.

Siegrist et al. (2020) Siegrist, M., Gmdr, M., & Dreiling, M. (2020\Women Entrepreneurs in Switzerland: Success
Factors and Challenge®urnal of Small Business Managemé&i&(4), 722739. doi:10.1111/jsbm.12534

Kabeer (2020) Kabeer, N. (2020). Gender, Work, and Economic Development in India: Overcoming Cultural Barriers.
International Development Reviet?2(1), 4567. doi:10.1093/idr/idez031

World Bank (2022} World Bank. (2022)Wo men6s Entrepreneur shi p and.WoHde 1| n
Bank Group.

Riinvest Institute (2021)- Riinvest Institute. (2021).Women Entrepreneurship in Kosovo: Challenges and
Opportunities Riinvest Institute.

UNDP Albania (2020} United Nations Development Programme (UNDP). 20808 nd e r Equality
Empowerment in Albania: Progress and Challeng#sDP Albania.

3C



IAI Academic Conference Proceedings Thessaloniki, 11 December 2024

Analytical Learning: Utilising Data to Improve Student Outcomesn
Biology. A Case Studyin Middle Schoolsin Tirana.

Gézim Barat, Sara Bom?, Sara Pupé

! Department of Biology, Faculty of Natural Sciences, Albania
2Department of BiologyAlbanian University, Albania
3Department of Biology, Aldent University, Albania
Corresponding Authorsarabomi@gmail.com

Abstract

This case study investigates the impact of analytical learning strategies in biology on improving academic outcomes a
fostering student engagement in middle schools in Tirana. These strategies encompass critical thinking, the breakdown
complex lological concepts, data interpretation, and probsmivingcentered learning. Among the challenges faced by
education systems today, this study underscores the significance of analytical learning in equipping students withebdeskills
to address fiure academic and professional demands. The research combines a literature review with qualitative methods st
as teacher interviews, classroom observations, andpdeposidiagnostic testing. Results show significant progress in concept
comprehensionmotivation, and collaboration among students. The study offers practical recommendations for integrating
analytical learning methods to create dynamic educational environments that connect theoretical knowledge with practic
applications.

Keywords:Analytical learning, critical thinking, problefnased learning, active learning.

1. Introduction

The word fianalyticdo originates from the Greek word fiz 3L
a whole into its fundamental components. According to Gogus (2012), Analytic Learning refers to an approach that atilizes pri
knowledge as a foundation to describe concepts, develop hypotheses, and rationally generalize ideas. This approach en:
learners to critically process information by breaking it down into manageable parts and analyzing the structure andksompone
of corcepts. Through this, learners can uncover underlying patterns and generate hypotheses using logical thinking. Analyti
thinking is a vital higheorder thinking skill necessary for students to tackle the challenges of the 21st century (Prawita et al.
2019). It involves breaking down information into smaller parts, identifying relationships between these elements, an
understanding the overall structure of the material (Anderson & Krathwohl, 2001/2015). Analytical thinking helps proeide deep
insights bydissecting information into manageable components (Irwanto, 2017).

To effectively identify and solve problems, students must develop strong analytical thinking skills. These skills ar&integra
the problemsolving process, allowing students to make informed decisions, such as answering complex questions (Wahyuni
Analita, 2017). Analytical thinking encompasses processes such as distinguishing relevant information, organizing ide
logically, and attributing meaning or purpose to the information (Anderson & Krathwohl, 2001/2015). Educational objective:
related to aalytical thinking include sorting and identifying relevant information (distinguishing), structuring fragmented
information into a coherent whole (organizing), and understanding the purpose or perspective of the information (attributing
Thelevelofstudnt sd6 analytical thinking skills can be assessed
such as interpreting information, applying prior knowledge to solve problems, evaluating conclusions based on evidence, &
providing logtcal reasoning. Wahyuni and Analita (2017) expand on these by including formulating assumptions, interpretin
observations, integrating prior knowledge and experience, drawing conclusions, and applying learned concepts to new proble
Prasetiyaningsih (2@2) cont ends that analytical thinking skills se
| evel cognitive abilities, which are especially i mport e
particularly within thefield of education.

Science education plays a crucial role in developing analytical thinking skills. It encourages students to engage actively
learning, process information, and apply concepts to solvemadd problems (Qomariya et al., 2018; Fadilah et al., 2020).
Science instruction not only imparts facts, concepts, and laws but also helps students recognize, understand, antladusess pro
(Nilah & Roza, 2020). Analytical thinking allows students to identify and describe problems, differentiate between unrelate
issues, and connect related concepts to formulate appropriate solutions (Fitriani et al., 2021). These skills areoessential
understanding complex information in detail and establ
develgment of analytical thinking skills. Santrock (2011) explains that students a8, ypically in junior high school, are
at the concrete operational stage, where they excel at identifying tangible problems but may struggle with abstract reasoni
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Learning through analysis has a profound impact on biology education, enhancing critical thinking, improving knowledg
retention, and fostering skills essential for lifelong learning. Analytical approaches allow students to deconstruct comple
biological ystems, such as genetics or ecosystems, identifying patterns and relationships crucial for solving problems. F
instance, Freeman et al. (2014) demonstrated that anbbsigl active learning methods improved student performance in STEM

disciplines by 6%¢ompared to traditional lectures. Furthermore, engaging students in analytical tasks leads to deeper cogniti
processing, which improves knowledge retention and the ability to apply concepts across disciplines. Prince (2004highlight
how problembasedlearning, a form of analytical education, enhances both retention rates and interdisciplinary application

Biology, asadath nt ensi ve science, al so benefits from analyticeé
reasoning with graphét and statistical data. A meganalysis by Lazonder and Harmsen (2016) found that guided irogssd
|l earning significantly developed studentsd data intserpr

Finally, analytical learing promotes independence and adaptability, equipping students to tackle complex biological question
and continuously engage with evolving scientific knowledge.

Educators can employ a variety of strategies to dteemel oy
to tackle complex problems effectively. By using effective teaching strategies, educators can foster strong anakytigal th
skills in students. For example, Klionsky (2004) emphasizes that education should not just focus on retaining facts but
fidevel oping the ability to ask questions, find r echochingant
strategies, such as guided inquiry and generative learning, are key to promoting analytical thinking. These approaeles encou
students to engage in highender thinking and transition from passive learning to active proslgming (Prawita etla 2019;
Wahyuni & Analita, 2017). Inquirpased learning encourages students to ask questions, conduct research, and analyze resu
By engaging in this process, learners cultivate curiosity and the ability to solve problems using dxédedcecasong
(Llewellyn, 2001). Hattie (2009) identified strategies like ingiiased approaches and geljulation as highly effective for
fostering seldirected learning and lortgrm academic success. Another impactful method is case study analysis, wderss stu
evaluate reaorld scenarios and apply theoretical concepts to practical situations. This technique bridges the gap between the
and practice, enhancing both analytical and application skills (Kolb, 2015). Additionally, collaborative psobl&mm tasks
promote teamwork and critical discussions, allowing students to share diverse perspectives and develop creative soluti
together. Research by Prince (2013) highlights the effectiveness oflgasag activities in fostering problesolving abilties.

Lastly, engaging students in dateven projects helps them interpret qualitative and quantitative data, a skill crucial for making
informed decisions. Freeman et al. (2014) found that incorporating data analysis into learning activities enhdnees sts 6 a &
to reason and apply knowledge in STEM disciplines. These strategies collectively equip students with the analytical toc
necessary to navigate complex challenges and succeed academically and professionally.

The educational system in Tirana, as part of Al baniabds
standards and the Sustainable Development Goals (SDG4) of ensuring inclusive, equitable, and quality education féa all. Alba
has implemented significant reforms to modernize curricula, improve teacher training, and enhance infrastructure, particularly
urban centers like Tirana. However, challenges remain, including disparities between urban and rural education quality, outda
curricula in some areas, and limited funding (UNESCO, 2017; Generis Online, n.d.). Biology education holds particuls
importance in Tirana and Albania due to its role in fostering critical thinking, pretddwing, and an understanding of life
scienceshat are essential for societal health and environmental sustainability. The government has emphasized science educa
integrating modern teaching methods and competbasgd curricula to better prepare students for contemporary challenges.
Theseeffr s aim to i mprove studentsd readi ness -wbrldbiologicalgand r ¢
ecological issues (Generis Online, n.d.; Ministry of Education and Sports, 2020). Moreover, biology education supports tl
national goals ofricreasing digital literacy and promoting STEM (Science, Technology, Engineering, Mathematics) fields, which
are critical for Al baniabs devel opment . I nternational c
advanced the implementati of innovative and inclusive educational practices (UNESCO, 2017; Ministry of Education and
Sports, 2020).

This study fills a critical gap by focusing on the role of analytical learning in enhancing biology education outcomes ir
schools of Tirana, Albania. While international studies, such as those by Freeman et al. (2014) and Prince (2004),thenphasize
efficacy of problerrsolving and inquirybased learning in STEM education, there is limited research that applies these strategie:
within the Al banian education system, particul arl gngdas,n Ti
including large class sizes, uneven access to resources, and a curriculum that tends to prioritize theoretical knowledge c
practical applications. By incorporating analytical methods such asidaés case studies and inquirgsed learning taired

to Tiranaddsucrhaascehudkés on urban pollutionds i mpact o
this research builds upon existing international frameworks and localizes them. These approaches address thedpefific ne
Tiranabés educational environment, making the gl obal me t
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2. Methodology

This study used a qualitative research approach to und
and engagement. Data were gathered through teacher interviews, classroom observations, et gostintervention
assessmentsThe study was conducted over a period of six weeks at Ahmet Gashi School and Hasan Vogli School, wit
observations occurring once every two weeks.

Classroom observations provided direct insights into how students interacted with the methods and how effectively the
strategies were being applied in riade. Regular feedback from these observations was used to adjust teaching practices an
ensurehe methods were being implemented as intended.

Two biology teachers from Ahmet Gashi School and Hasan Vogli School in Tirana, who have experience withasediry
teaching methods, participated in the study. The primary goal was to gain insights into their views on analytical learning al
observehow students responded to activities like case study analysis, data interpretation, and experiment design. The intervie
delved into the educatorsoé methods, chall enges encount e
engagememrand behavior.

Pre and postintervention assessments were administered to students to measure their engagemensgivitdeatbilities,
and understanding of biology. These assessments includegeapehe d questi ons to measure st
design experiments, and connect biological concepts teweddt problems. The assessments were administered to students in
six classes, spanning grades seven to nine, at Ahmet Gashi School and Hasan Vogli School, comprising a total of 150 stude!

3. Results

The study revealed several key findings that underscore the positive effects of analytical learning strategies on stud
engagement, critical thinking, and problewiving in biology. Teachers reported a significant increase in student involvement,
patticularly in tasks such as data interpretation and experiment design. Many noted that previously disengaged students bec
more active in problersolving activities. However, challenges were also noted, including time constraints and the difficulty
some bwerperforming students had in adapting to these methods.

Before the intervention, many students lacked confidence in analytical tasks, such as data analysis or experimental des
However, after the intervention, enthusiasm for biology increased, with students finding the lessons more engaginghand relev.
Many reported feeling more confident in their ability to approach complex biological problems, highlighting the positite impa
of the new methods.

In terms of critical thinking and problesolving, students demonstrated notable improvements in their ability to analyze data,
recognize patterns, and propose eviddmased solutions. Peassessment results showed that students had developed a more
systematic approach to designing experiments and interpreting results, with an increased accuracy in applying biologiisal conce
to reatworld situations.

Additionally, students were able to connect biology concepts taverdd applications. For example, they investigated the role
of Grand Park of Tirana in supporting biodiversity and improving air quality. This exploration prompted them to develop
innovative strategies for urban sustainability, making them more aware of how biology can address local and global challenge

Overall, the study emphasized the effectiveness of analytical learning in fostering student engagement, critical thinking, a
problemsolving. Teachers strongly supported these methods, though they recommended additional training and resources to |
address the challenges encountered during the intervention.

4. Discussions

This study demonstrated that integrating analytical learning strategies into biology lessons significantly enhances stud
engagement, critical thinking, and rerdrld problemsolving skills. Key findings indicated that students became more active in
learning, with increased participation in probleoiving tasks and greater enthusiasm for the subject. Teachers reported that
analytical approaches, such as data interpretation and experiment design, fostered a deeper understanding and applicatic
biological concepts (Hattie, 2009).

Recommendations for educators include providing ongoing professional development to help teachers integrate analyti
learning methods more effectively. Professional development workshops focused on data interpretation, experiment design, .
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fostering critical thinking could address implementation challenges (Hattie, 2009). To assispédofeening students,
differentiated support, such as additional practice, small group discussions, and targeted feedback, should be ofteead to en
that dl students benefit from these strategies (Prince, 2004).

Educators are also encouraged to design learning activities that connect biological concepigrtdressues. Case studies,
local environmental projects, and heai@ated topics can make biology more relevant and engaging for students, fastering
deeper understanding of the subject (Sjgberg & Schreiner, 2010). Finally, given time constraints, teachers should incorpor
shorter, more focused analytical activities that still encourage critical thinking and predlidmg without overwhelming the
curriculum (Freeman et al., 2014).

5. Conclusion

This study highlights the significant role of analytical learning strategies in enhancing biology education outcomes. B
integrating methods such as inqubgsed learning, case study analysis, and-di@an projects, students demonstrated
improved egagement, critical thinking, and problesulving skills. Teachers observed a notable increase in student participation
and confidence, particularly in complex tasks such as data interpretation and experiment design.

Despite challenges such as time constraints and the need for additional support for struggling students, the studtheeinforces
effectiveness of analytical learning in fostering a deeper understanding of biological concepts -amtldeapplications
Moving forward, the integration of professional development for educators, tailored support for students, and continged empha
on realworld connections in biology teaching could further enhance the impact of these strategies in classrooms.

Appendix A
0 Teacher Interview Questions

Can you describe your current approach to teaching biology?

What role do analytical or inquitgased methods currently play in your lessons?

How did you adapt analytical learning strategies to your classroom?

What challenges did you face while implementing these methods?

How did students respond to activities like data interpretation or experiment design?

Did you notice any changes in student engagement during the intervention?

How did student sd c-solvihgiskiladvolve bvertiree? ng or pr obl em
Can you provide an example of a student or group of students who demonstrated significant improvement?
How well do you think these strategies align with the current biology curriculum?

What improvements would you suggest for incorporating analytical learning in future teaching?

Appendix B
0 Pre and Posintervention Assessment for Students
Engagement Questions:
- Pre: How would you describe your interest in biology? Do you enjoy solving problems or analyzing data in class?
Why or why not?
- Post: Afterparticipating in analytical biology activities, has your interest in biology changed? If so, how?
ProblemSolving and Analytical Thinking Questions:
- Pre: A sample table shows the growth rate of plants under different light conditions. What steps would you take to
analyze this data and draw a conclusion?
- Post: Given this table of plant growth data, interpret the results and explain what conclusions you can draw.

Application of Concepts:

- Pre: How would you design an experiment to study the effect of temperature on enzyme activity? Outline your steps.
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- Post: Based on the data provided from an enzyme activity experiment, explain the relationship between temperature
and enzyme efficiency.

RealWorld Contexts:
- Pre: How do you think biology concepts apply to solving-veaild problems like pollution or health issues?

- Post: Describe how you analyzed data or solved a case study during the biology activities. How did it help you conne
biology to realworld problems?
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Abstract

Literary text in general and poetry in particular is one of the artistic forms of the language use. Apart from itoartjsticst

kind of text can bevidely used even in foreign language classes in different ways, either in spoken or written language. The
place that literary text occupies in school programs of foreign languages still remains negligible considering thethature of
activities proposechi t he t ext . I n this point, itds the duty and pr
importance to the literary text during the process of learning and teaching of a foreign language. Frequently plaemagythe lit
text in the centrefdeaching and learning brings forth numerous advantages, especially in the aspect of motivating students ar
creating an attractive environment during this process.

Keywords:poetry, literary text, motivation, creativity, spoken language.

1. Introduction

Learning a foreign language is exploring a different way of looking at the world, discovering a cultural and linguisge unive
different from the one of origin. The learning process itself requires the application of different learning strategieston or
create a positive and motivating environment between the student and the relevant language.

To support the above idea, the hypothesis of our work will be: can the literary and poetic text serve as important teachi
materials, since through them the language is treated in all its dimensions, including the lexicon, grammar, syntactiospnstr
as well as the new ideas that the text proposes.

Despite the evolution of teaching methods, the literary and poetic texts have never been studied apart from the liegaistic fu
but always being closely related to foreign language competences. Based on what we ourselves remember about foreign lang
lessons, the poetic or literary text took up little space and the few materials proposed in the method were usually heaned b
neglecting any other opportunity to deal with it, supporting the educational process.

Based on this phenomenon, we have tried to see in more detail the place and the role played by the literary and po
text in the methods of foreign languageed in Albania. Being aware that the treatment of this type of text is limited, we should
uncerstand if this is also one of the reasons that students are not motivated during the lesson, on the contrary, thelirgipow a fe
of monotony as a result of the treatment of the language mainly in its grammatical aspect.

Our paper is divided into three main parts. In the first part, we have treated the theoretical aspect related to tfi¢H@story
literary text used as pedagogical material, and its functions in the foreign language classroom. The second parbis floeused
importance of the selection of the literary text, taking into account a number of criteria, while the third part prepeatsdale
side of the paper, which consists in the observation and study of three methods of foreign langtlag8sthe role and the
place of the literary text in the learning process. In addition, we worked with students of the English language ompdédtarent
materials with the aim of motivating the students but also testing the importance of the poetic sextmstang element in the
learning process. Through this practical activity, we tried to respond to the problem posed above.

2. Poetic text as supporting material in the foreign language classroom

Teaching and learning is as old as humanity itself. The need to learn and get to know everything that happens in 1
environment that surrounds us has encouraged people to learn and explore for themselves and for others.
Learning methodologies have always been in the process of continuous change, and the supporting materials used during
learning process have also undergone significant changes. Following the above idea, our paper also focuses on the suppo
materialsduring a language lesson, so the question we initially addressed is: Does the poetic text help in the learning proces:

According to M. Patinlthe poetic text definitely helps in the learning process, but not in every aspect and not every

time. Various pedagogical studies have proven that literature in general and poetic text specifically, cannot senieeas effect
teaching materials in any pedi@f time. In certain periods, literary and poetic texts have been treated in different forms during
the learning process.
The traditional methodology that emerged at the end of the 16th century has given the literary and poetic text a vary esser
place in the learning process. The poetic text was mainly the basis of any activity in the foreign language classroom and
application also served as a vector to penetrate the culture and civilization of each language.

1 Patin,M. (1848).La poésie didactique a ses différents ages
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Unlike the traditional methodology, the core of the direct methodology is the spoken language, but totally excluding th
literary text as a necessary tool for the development of communication skills. According to the supporters of this methodolog
literary and poetic texts appear more as obstacles to the acquisition of a foreign language.

In contrast to the direct methodology, what is considered the augtieodology once again brings the literary and
poetic text to the center of the process. The period of implementation of this methodology in teaching is also contlidered as
period of the return of the written literary text.

The case of the audidsual methodology2which is the same as that of the direct methodology, should not be left unmentioned,
so the literary text is completely excluded from the teaching process. From the name itself, tivéssaablimethodology uses
only audievisual materials as didactic elemts.

2.1. The functions of the poetic text

The poetic text as didactic support in foreign language learning has not been at the center of pedagogical debates, comp
to other elements such as grammar, linguistics or lexicon. The old teaching methodologies have integrated the pogtic text onl
achieve the fulfillment of grammatical and lexical objectives and in other cases have served as materials that carrynalore cult
than linguistic values.

With the evolution of communicative methodologies, the poetic text is placed in a different position and is treated as ¢
important didactic element, as it offers an unconditional vocabulary in quantity and quality, but also helps to increase tt
imaginaton and creativity of students. In other words, the use of poetic text in the foreign language classroom has seve
functions, among which we can mention: poetic function, psychological function, communicative function, social function.
intercultural fundbn, etc.

Also, from the beginning, we have underlined the fact that poetry cannot be treated only in its grammatical or lexical aspe
Through the poetic text, the student develops speaking and writing skills in the best way. At the same time, a number of otl
linguistic objectives and activities play an important role in the foreign language class, among which we mention: linguist
objectives, lexical objectives, grammatical objectives, phonetic objectives.

2.2.Criteria for the selection of poetic text in the foreign language class

The effectiveness of the poetic text as a supporting element in teaching depends mainly on the selection we make. Bef
choosing the text we will work on, we must take into consideration some important elements such as: the level of the studer
their favorite topics, the time available, the objectives to be achieved during the lesson, etc.

Poetic text can be best handled at all language levels if the teacher shows due care in the selection of materidls, and al
the selection of activities that will be developed during the teaching session. The determination of objectives is @ddyp an eq
important element, so the selection of literary materials should always support the objectives predetermined by thadteacher
serve the interest of the class.

In addition,3the language teacher must absolutely not neglect the fact that each student in a class carries a different cultu
linguistic or even literary background. At this point, it is definitely the teacher's duty to apply a differentiated megthaiol
regardess of the selection of the poetic text, the proposed activities should reach every student and arouse everyone's intel
Group work or role playing will help the selected material to be comprehensive.

If the poetic text fails to meet the needs of the student or the class as a whole, it risks losing its function andvalue a:
supporting element in the teaching process.

Below, we will introduce you some of the choices that the language teacher can face, respecting the criteria mentioned abc

An original or translated text? The language teacher should not be in a dilemma between a translated text and an origi
text. The latter undoubtedly remains the ideal model of the language, while a translated text carries some shortcomings:

- The translator cannot bring the author's idea unchanged

- The translated text risks introducing us with grammatical structures that are not those of the original language

- Poetry in particular will lose its form if it is introduced as translated material, taking into account the changes or dwane
verse which play a very important role in the treatment of language.

Classical or modern text? Both texts, whether classic or modern, are very useful if they are used in the foreign langue
class, but we have found out that the contemporary poetic text brings more advantages in the teaching process.

First, a classical poetic text has a grammatical and lexical structure that is extremely difficult for the studenbn additi
the linguistic structures presented in the classical texts may no longer be used in the written and spoken language.

Second, the topics covered in a classical poetic text are usually not contemporary, which directly affects the loss
interest on the part of students.

A modified or unmodified text? Usually, modified poetic texts undergo major changes in terms of vocabulary (replace
words), syntax (reconstructed sentences) and also structure (removal of stanzas or their addition). This type of practice
modifying thetext is justified by the fact of creating a more attractive and simplified text for the student, but on the other hand
this appears as a big shortcoming as it leaves the text without any linguistic or cultural value. The task of thetteabiyds

2Puren, Ch. (1988Hi st oi re des m®t hodol ogi.Pais MathanCLE ttersagidnag ne ment des | ang
3Collés, L. (2014)La poésie en classe de FLE
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use the original text, given that the lexical richness that the latter carries, allows us to work on the material imgaistial
and grammatical levels.

2.3. The place of poetic text in foreign language methods

During our research, we have found out that the literary text in general as a supporting element in the teaching part, |
undergone continuous changes.

Its importance, the way it is treated in class, as well as the place that the literary text occupies in the methods of forei
languages, causes a problem that needs to be analyzed. Based on this problem, we raised the following questions:
- What place do literary texts occupy in the methods of foreign languagesn Albania?
- How are they adapted?
- What are the types of activities proposed to be worked on?

To answer the above questions, we have analyzed three different methods that are currently used in secondary sch

and university, namely: Alter Ego 4 (French language method), On Screen B2+ (English language method) ) and Progetto ltalic
B2 (Italian nguage method).

Methods Literary texts Poetic texts Text presentations | Activities proposed
Alter Ego B2 10 texts 1 text - Author - Questions
- Title of the about the text
material - Grammatical
- Publishing date exercises tq
- Publishing understand the
house text

- Treating the
writing section
based on thg
theme of the

poetic text
- Comments on
the text
On Screen B2+ No texts No texts - -
Progetto Italiano B4 | No texts 2 texts - Author - Questions
B2 about the text
- Grammatical

exercises tg
understand thg
text

The table above presents the analysis of three methods of foreign langaseg®n the following criteria:

1. Number of literary and poetic texts included in each method.

2. Presentation of literary texts (information about the material proposed in the method).

3. The nature of the activities proposed by the method, always having the literary text as an orientation.

3. The results

The number of literary and poetic texts presented in the observed methods

Observing and analyzing the three methods mentioned above, we have concluded that the literary text finds use in the fore
language class, regardless of its low or high presence. There were observed three methods which belong to the same lang
level,i.e. level B2. The selection of this level was made taking into account the knowledge and lexical capacity that the studel
have, which means they are able to perfectly understand a literary or poetic text.

We note that in the Alter Ego method of the French language, we are introduced with a total of 11 literary texts, one of whi
is a poetic text. This result is very satisfying and surprising at the same time, considering the methods of other langriages.
mention here the case of the On Screen English method, it does not even have a literary or poetic text, but is mosity focuse
authentic materials.

Unlike the English method, the Italian Progetto Italiano contains two poetic texts treated mainly in terms of grammar.



IAI Academic Conference Proceedings Thessaloniki, 11 December 2024

3.1. Presentation of texts in the method
In the observed methods, we found out that the information about the literary texts is very limited and does not provide a
orientation for the student, except some biographical elements that accompany the text (author, title of the work, year
publicaton, publishing house).

3.2. Proposed activities

In both methods, the literary text is treated more as a complementary element in the language class, than as a segarate me
to be analyzed in the respective language. The nature of the proposed activities is mainly related to the understaishhg of th
the grammatical part, as well as the lexical part. The other sections (learning, writing and speaking) are represertisgdy exe
such as: silent reading, role play, retelling of the literary piece, etc.

We also noticed exercises related to creativity in the foreign language, but even in this case, they are closelyhelated to
text and its structure. We can mention here exercises such as: "Write a similar text considering the author's style".

On the one hand, these types of activities help the student to develop writing skills in a foreign language, but on the ott
hand, they show a binding nature, preventing the student from expressing himself freely. Being a "slave" to the textrproposec
the method, can be penalizing, as it does not motivate the students of a foreign language class and therefore, do@g@ot enco
them to show or test their creative abilities.

3.3.Poetic text as a supporting element in literary creations

As we have underlined several times, the literary text in general and especially the poetic text, play an extremely importe
and useful role in the foreign language classroom. This finding is also supported by various resédichédea still remains
that literature constitutes an essential element of civilization and that its study constitutes the achievement of iRiagth lea
(Mouginot, 2014. P. 10)

In the quote above, one of the most famous researchers of linguistics claims that theigileg thie poetic text lies in the
fact that literature is the main element of civilization and its study has greatly contributed to foreign language3eathinggh
the use of the poetic text, the learning process can be developed in the best way, affecting all the competences of a fore
language. Literary creations during the learning process are not only interesting, but also attractive for thedessen poetic
text allows us to play with elements of language such as: words, meaning, rhythm, rhyme, etc.

4. Conclusions

Knowing the influence of other teaching materials, the work we have had to do with placing the literary text at the center
teaching, has been relatively demanding, since the students' interest in literature is not at the right level.

If we return to the question addressed at the beginning of the paper, does the poetic text help in learning a fore@&h languz
During our research, we found that literary and poetic texts offer teachers and students a number of opportunitiesdo work ¢
realize different literary projects. In every situation where the student is in contact with a literary text, he is pooidiedable
information to acquire the language in all its sections.

During our study, we found that apparently, those interested in learning a foreign language do not show any kindwof attracti
or interest towards poetic texts, especially as a result of two main factors: Firstly, the improper selection of forsage lang
methodswhich lack literary and poetic texts. Secondly, the lack of commitment of language teachers to include those literal
texts themselves, thanks to which the lesson would be more varied and consequently even more productive.
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Abstract

Introduction: Today society is rapidly developing, as well as the rapid growth of information, it is required from the te
to use strategies, efficient techniques and in particular the use of effective communication, as well as communica
digital platforns in the teaching process with aim to prepare students as best as possible to be successful in the fut
the challenges of the time.

Communication is the ability to share information involving a sender and a receiver.

Effective communication is the key job skill in the teaching process. Teachers are individuals who develop
communication skills.

The way he communicates, how he transmits knowledge, as well as the ability to reflect creates the possibility of d
students' skills, increasing the degree of interaction, as well as creates the student's ability to use strategies to learr
But this process is not as easy as perceived, this process requires skills, strategies, professionalism, as wellgaeea difi
use of digital platforms in the teaching and learning process.

Being an effective teacher means that, in addition to a high scientific level in the subject of biology, he must
management, communication, organizational skills, as well as create a positive climate in the classroom, where he
interactive relationships with students, promoting motivation, care, enthusiasm and kindness.

Teachers who communicate effectively are friendly, understanding, helpful and supportive, managing to create an
classroom climate, managing to control it by being more liked and respected by students, achieving a higher level
learningin the subject of biology.

For the realization of this study, literature was identified and analyzed where different authors have different appr:
this problem. At the same time, a concrete study was carried out in the gymnasiums of Tirana and Kamza, wher
results ad conclusions were drawn in relation to the selected topic that will be treated in this study.

Purpose:With the help of this study, it is possible to find out the role of effective and digital communication in the pro
teaching biology, in creating the classroom climate, as well as how much the students understand and appreciate
stay, lean and learn, with aim to increase the level of students' learning in the biology curriculum.

Methodology: Quantitative and qualitative methods were used in the realization of this study. The study is based o
of methodological instruments such as questionnaires, free conversations, direct interviews with teachers and stuste
to collect datdo reach more accurate conclusions for the study.

The study was carried out in ZA (Tirana) and (Kamez) high schools, specifically: "Aleks Buda", "Ibrahim Rugova" ar
Isuf Ndreu".

Results The study showed that effective communication alternating with digital communication is an innovation for e
teaching, creating an appropriate and positive climate for learning more efficiently.

At the same time, the study highlighted that the students in their interviews also expressed opinions that there is
improvement on the part of the teachers in terms of the way of communication.

The study also concluded that teachers need methodological training in particular for effective communication, ¢
management, as well as the use of digital platforms in the teaching process.

Conclusions:Being an effective teacher, as well as knowing and implementing digital platforms is very important in ¢
a positive and supportive climate by achieving effective teaching, which will manage to raise a higher level of studegnt

Effective and digital communication will achieve:

A Promotion for students and teachers;

A Promotion of social and emotional |l earning;
A Promotion of academic | earning

Keywords:effective communication, teaching, strategy, approach, curriculum, platform.
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1. Introduction

Communication is the transmission of information between parties, which can be done in verbal form or through electron
means. Communication is a process that involves two or more people, accompanied by the transfer of information froen the sot
tother ecei ver, foll owed by the receiverds response.

The basic elements of communication are: the sender, the receiver, the referent, the code, and the message.

Today, in the teaching process, the goal is to achieve successful teaching in order to reach a high level of student learn
Alongside the methods, techniques, and strategies in the teaching process, an important role is played by the use of effec
communication, which can only be achieved by effective teachers. By using effective communication and alternating it wit
digital platforms, especially interactive STEM platforms, a high level of learning in biology can be achieved.

Studies have shown that effective communication plays a role in creating a positive classroom climate, increases collaborat
between teachers and students, as well as among students themselves, and at the same time increases students' interes|
lesson.

To communicate does not only mean speaking, but transmitting information, creating relationships, and playing with needs &
emotions.

Communicati on, in itself, expresses the style of an i nc
more specific because it relates to the specific context of the classroom. This communication includes discussions, stud
questons, answers, and research, all of which are focused on the tsaathent interaction. Therefore, it must be understood
that classroom communication is more than just "the teacher speaks and the student listens" and more than just worls excha
betwee individuals.

Teaching is a profession, and effective teachers are passionate about the profession they have chosen.

Being an effective teacher as a concept differs for each individual. However, to be an effective teacher, one must practice
embody certain qualities that should be concrete.

An effective teacher creates a positive classroom climate, must be a perfectionist figure, encouraging, intelligenblamd capa
creating interactive relationships with students.

With the significant developments occurring in education and science, it is crucial for effective teachers to domiaaterige te
process.

Through this research study, conducted in high schools in the ZVA area (Tirana, Kaméz), using questionnaires and intervie
with biology teachers and student focus groups, a lot of information was gathered regarding this issue, and the stwdly conclu
with some findings and recommendations.

The research study focused on the following issues:

A How well do biology teachers know about effective comr
process?

A What does it mean to be an effective teacher?

A What are the professional and personal qualities and
A How has the use of effective communication in the tea

creation of a positive environment, and the attractiveness for students?
A How do students r ea cedmmuncationtused ly thé taachierpand hawdd they tantebaté to shanging
the classroom climate as a result of the teacher 6sss?2use

2. Methodology

The research study was conducted in three high school s
|l suf Ndreu. 0

To carry out this study, a variety of qualitative and quantitative techniques and methods were used. Among the methods t
alternated were: research, interviewing, comparisons, and analysis. Regarding the research method, literature from vari
authors elated to the study of issues dealing with concepts such as: communication, effective communication, effective teachir
digital communication, characteristics of an effective teacher, positive classroom climate, etc., was studied, anatyteetl, and

The interviews were conducted using prepared questions for the teachers and discussions with the teachers to gather resp
regarding the issues related to the case study.

Regarding the method used in data analysis, the focus was on analyzing the responses of both teachers and students, acc
to the student questionnaires and teacher interviews. In analyzing their responses, the focus was on the most fundame
problemshey expressed, highlighting and comparing them with the given answers, all centered around the concepts cited abc

POPULATION AND SAMPLE

Since the population was expanded due to being spread across three high schools, it was limited because the study is bas
a qualitative method, covering three years of high school and involving 15 students from each year, totaling 45 students |
schod. The students were selected randomly, but with a ratio of 35 girls and 10 boys.
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For each school, the questionnaire was distributed, and a specific analysis was conducted for each one. Meanwhile, indivic
and group interviews were carried out with the biology teachers of each high school. The results of the questionnaires ¢
interviews will be addressed in the section on Results and Conclusions.

DATA COLLECTION AND INTERVIEWS

The instruments used were questionnaires prepared for students and interviews with teachers.

The data collection was carried out separately for each school, as well as for the students and teachers.

For data processing, the technique of grouping the data by years, schools, and teacher groups was used. All collegted data
analyzed, interpreted, and compared according to the issues identified in the study.

The qualitative analysis of the data was carried out with accuracy, highlighting the issues encountered either indiadually o
a group.

By analyzing, studying, and comparing the results, we relied on them to provide concrete recommendations for the proble
under study. Throughout the entire process of data collection during the development of the questionnaires and interviews,
adheredd institutional ethical standards.

3. Theoretical section

"Careful and attentive listening is a significant way to assist someokieRogers

Effective communication is crucial for better classroom management and leadership. Communication does not simply me
raising the volume of one's voice; it is another approach that pertains to how the teacher behaves and intstadsmgith
during the teaching process. The essence of communication is the respect created as a result of respectful commugation bet
teachers and students. Here are some characteristics of effective communication, where mutual respect is at the core:

A Using a careful, tactful tone;

A Using words that are appropriate to the situation and
A The Il istener maintaining eye contact with the speaker
A Maintaining order in speaking;

A Encouraging discussion, not just staying focused on o
A Cultivating respect in students on how to communicate
A Teachers must be aware that unt il now, they have beel

meaning, demonstrate values, or provide motivation.

Punishing students who do not learn or do not wish to learn is not effective; they do not need punishment, but encdoragemer
foster their desire to learn.

Students need motivation, stimulation to build motivation starting from their own selves, evaluating their level of knamdedge
aiming for their |ifeds project.

"Didactics is also a form of communication. The teacher communicates when explaining, when encouraging students in difficul
when trying to ease the learning process of difficult concepts, when correcting mistakes, when adapting the arguments of tt
discipline to the students, their mentality, language, needs, and motivation." (Francescato D., Putton A., Cudini S. 2001).
AiA positive classroom climate and | earning thrive only
there is no communication, only devaluation and aggress

An effective teacher is one who is persistent and flexible to new teaching approaches, and simultaneously preparesidior discus
scenarios.

"An effective teacher has a psychological impact on students and a strong influence on their achievements." (Str@@gg.et al. 2
"An effective teacher is one who has clear goals and objectives in teaching." (Killen 2006).

"Teachers with higher ratings on a classroom communication principles test and who had a positive attitude with students w
more successful in creating a climate of cooperation in the classroom compared to teachers with less knowledge, acording
study conducted in 1977 by" (Cantrell, Stenner & Katzenmeyer).

We cannot have effective communication in the lesson without proper lesson planningréfatbd planning makes the lesson

or lecture more interesting and engaging for the class or audience, thus creating a calm, cooperative, and positivetenvironme
"Good planning also ensures free hours where students are allowed to discuss in open or closed groups among thenigelves." (
& Dickenson, 2003).

Effective communication will lead to effective classroom management.

iGood classroom management is a key component of <c¢cl assr
An effective teacher does not only focus on relationships with students in the classroom but also shows interestdn their liv
beyond the classroom.

"Teacherstudent interaction encourages achievement and the learning process among students. This helps introverted stud
and those with low selfsteem to better integrate into the group.” (Stronge et al., 2004).

"A strong relationship with students helps reduce disciplinary problems." (Wolk, 2002).
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Effective communication plays a positive role in the progress of the entire educational and learning process. Effecti
communication creates effective teachers. Effective teachers, alongside their professional skills, use their perswithl skills
studetts, who play an important role in the learning process, achievements, and behavior.

4. Results and discussion

The results of this study abased on the analysis of responses from both students and teachers, gathered through questionna
and teacher interviews at the schools fAAl eks Buda, oghtiil br
some interesting data ohtaid from the responses of the teachers and students, focusing on the themes addressed in the quest
and teacher interviews.

In summary, the main issues identified through this study are:

How well do teachers know and apply effective communication?

Are teachers using ineffective, acceptable, or ideal effective communication?

The impact of effective communication on the classroom climate.

How effectively do teachers use communication and digital platforms during lesson explanations?

Respect in the classrod@rAre students treated equally?

The quality of teachestudent relationships, as well as stuggntient relationships.

How do students feel in the classroom during lessons?

How does the communication and organization of lessons by teachers affect student interest?

What is the classroom climate promoted by the teacher?

How well do teachers understand the classroom environment and assess their own performance?

Based on the responses from the teachers and students, as well as the data collectetbduews, each answer was carefully
analyzed and summarized. Below are the key points from the interviews and responses:

A —a_—a_8_98_95_98_24_-2_-2-2

Teacher Interviews:
During the interviews, all biology teachers were cooperative and forthcoming, clearly identifying the problems andsssues rai
by the interview platform.

1 All teachers expressed that effective communication and the use of digital platforms are crucial for effective teachin
which leads to:

0 A productive learning environment.
o0 Collaborative learning and the creation of positive teashatent relationships.

1 Teachers are aware of the three types of communication but acknowledge that they most often apply acceptable effec
communication. However, in certain cases, due to psychological pressures or undisciplined students, they may resor
ineffective commuitation, but they recognize and correct it quickly.

1 Regarding the measurement of results from effective communication and the use of digital platforms, teachers a
convinced that using these tools enhances the teaching process:

0 Increases collaboration and student engagement.
0 Prevents lessons from becoming boring.
0 Helps students listen attentively and remain engaged.

1 Most teachers feel that the level of content retention by students is higher when effentiveinication is used.
However, they note that there are material shortages and insufficient digital tools to fully implement these platforms i
their teaching.

1 Teachers express the need for improvement and more focus on these areas to achieve better outcomes.

Student Interviews:
Based on the analysis of the students' responses to the questionnaire, students shared their thoughts openly abgut the v:
issues raised.
1 Generally, students feel comfortable and free to communicate with their teachers, feeling understood and respect
However, some students expressed dissatisfaction with certain teachers' communication styles.
1 The classroom climate is mostly friendly and cooperative, although some teachers occasionally fail to create a positi
atmosphere due to ineffective classroom management.
1 Most students feel that teachers generally use acceptable effective communication, but in some cases, ineffect
communication occurs, preventing the establishment of a positive classroom climate.
1 Some students specifically mentioned certain teachers who stand out for their ability to create a democratic atmosph
and engage students by making lessons interesting and clear, gaining respect and prestige from their students.
1T Teachers are said to treat all students equally with
behavior disrupted the classroom climate and led to a loss of respect from the teacher.
I Teachers are available and responsible whenever students need help.
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1

As for the use of technology in teaching, students report that its usage is relatively low, which negatively impacts conte
retention and student interest.

5. Conclusions

Based on the study conducted and after analyzing each detail, we reach the following conclusions:
Effective communication, as well as the implementation of digital platforms, remains an important factor in achieving effecti
teaching. Through effective communication during the teaching process with students, the following outcomes are achieved:

A -—a-—a_a_-8_8_92_4a_-4a_-4a_-4a._-2_-2

Students understand the world and our experiences.

The teacher has a positive influence on students' behavior.

The teacher understands the needs of students.

Information is shared and received effectively.

Important decisions for problesolving are made.

A productive learning environment is created.

Teaching becomes more collaborative, fostering positive teatingent relationships.
Classroom management is improved, addressing a key issue in education.

A positive classroom climate is created.

Teachers become more open to addressing student issues.

Students feel comfortable and communicate freely with their teachers.

Modern methods and techniques are employed in the teaching process.
Increased student interest in learning leads to improved learning outcomes in the educational process.

6. Recommendations
Based on the findings of this study, we present the following recommendations:

9 Utilize various communication techniques in teaching.

1 Deliver clear messages about the importance of being understood correctly in the content being addressed.

1 Clearly define the goals and objectives in teaching.

1 Develop activities that motivate and encourage students to learn.

1 Create a positive, peaceful, engaging, and enthusiastic classroom environment.

i Foster a positive and collaborative relationship with students, where mutual respect is key, increasing productivity in tf
learning process.

1 Treat students with fairness and equality, while also adapting appropriate disciplinary methods.

1 Be clear and understandable during explanations, and open up spaces for students to feel safe.

1 Establish trust with students, allowing them to express themselves freely regarding any problems they may have.
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Abstract

Climate change, characterized by extreme weather events and environmental degradation, poses one of the gre
to cultural heritage. Its adverse effects on both tangible and intangible aspects of culture are often considered tim
cultural propertiesln Albania, understanding the influence of climate change on cultural heritage is an urgent priority,
as a foundation for developing strategies to preserve this leghisypaper aims to assess the threats posed by climate c
ard other risks to cultural heritage, proposing measures to prevent destruction, enhance protection, and strengtt
policies. Through a review of key literature, participatory research, agepth interviews, an initial framework fc
understandinghe impact of climate change on cultural heritage was developed. The interdisciplinary research hi
various approaches to securing sustainable development through the preservation of culturalFaaritsigg. on Albaniar
cultural heritage, the pap explores protective measures and the role of local and {m#&ing processes in fosterir
resilience. It underscores the importance of addressing current challenges to ensure cultural heritage is safeguarde
generations. Finally, it emphasis the need for collaborative initiatives involving individuals, communities, stakeholder
governmental organizations as important actors of preserving cultural heritage.

Keywords:Cultural heritage, threats, climate change, resilience.

1. Introduction

Cultural heritage encompasses both tangible and intangible elements, reflecting the multidimensional nature of this herite
(UNESCO, 2019). Tangible heritage includes physical artifacts, monuments, and sites, while intangible heritage involve
traditions,practices, expressions, knowledge, and skills passed down through generations (Vecco, 2010). This holistic conc:
emphasizes a universal understanding of heritage as a shared legacy that embodies the values, identities, and creativi
humanity.

Heritage is often understood as something inherited @
adaptation (Lombardo et al., 2023). National frameworks play a crucial role in shaping its preservation and in contributing
Europe 6 s sustainable future (UN, 2015) . Cul tural heritage

buildings, monuments, artifacts, historic cities, and archaeological sites, as well as intangible aspects like praesstsngxp
knowledge, languages, oral traditions, performing arts, social practices, and traditional crafts. It also includes natweal heritag
such as landscapes, flora, and fauna, and digital heritage, encompassing resources created in digital form or digitized
preer vati on. This multidi mensional perspective highlight
sustainability, and intercultural understanding (Lombardo et al., 2023).

The preservation of both tangible and intangible heritage is critical in addressing contemporary challenges, such
globalization, climate change, and sopulitical conflicts, which threaten the continuity of cultural expressions. Tangible or
intangble forms of culture connect us with the past and help to understand the present we live in and what we will pass on
future generations (Sulaj et al., 2023). UNESCO6s agpro
to safegard heritage, ensuring its transmission to future generations while fostering intercultural dialogue and sustainak
development.

Cul tural heritage sites are not only important compone
Al baniabés cultural heritage, which includes archadédheoqgi
rising sector of tourism (Sulaj & Themelko, 20249)hi s heri t age serves as a corners
driving economic growth and contributing to social developnagt a increasing awareness about national cultural dgerita
However, an increasing number of extreme events associated with the impacts of climate change, natural hazards and hur
induced threats aggosing significant problems itonserving and managing this cultural heritagéanian cultural heritage is
under the effect of natural damage and human destruction, therefore it must be protected, because it is the main ex@@nomic sc
for tourism and economic and social development. It is under threat from both natural faaiias slimate change and human
induced actions like urbanization and inadequate conservation efforts (Barber et al., 2004). Safeguarding cultural heritage
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only preserves Albaniads identity and history but al s
community enrichment. By protecting these invaluable assets, Albania can strengthen its cultural legacy while fostering lon
term economi@nd social benefits (Sulaj et al., 2022).

Sustainability and resilience emphasize lbegn impacts and a holistic approach to samionomic growth and cultural
heritage. While Goal 11 of t he Kdk8chiesArng aumdnasettfernents iSclusive, adfen a
resilient aighights thesimpartamca df $afeguarding cultural and natural heritage (UN, 2015, p. 18). While these
efforts have advanced the recognition of heritageéme rol
achieving this objectie presents challenges.

Different authors have been highlighted efforts to preserve this heritage and have been discussed the evolving ledged framewt
in Albania to protect cultural sites (Giambruno & Pistidda, 2018; Sulaj et al., 2023). Additionally, UNOPS and the Europeal
Union have undertaken restoration projects to not only preserve cultural heritage but also support community deMaelopment.
the absence of any comprehensive legal framework for protection, cultural heritage is vulnerable not only to impending disast
but also during emergency and patisaster recovery phases. The major underlying causes for its increasing vulnerability are
climate change, population growth, urbanisation and poverty, especially in developing countries (Jigyas&kepoi®).by
UNESCO and other cultural initiatives emphasize the dual importance of safeguarding heritage for its intrinsic valits and for
contributions to Al baniaébés aspiration for EU integratio

The paper is focused on the opportunities and challenges in preserving Albanian cultural heritage, while identifying pathwa
for sustainable investment in heritage recovery and conservation. The focus is on providing practical tools to guidetidgcision
ensure preservation efforts align with the unique cultural and historical identity of Albania. This involves plannirigstreteg
respect and maintain the cultural fAgenetic codaealuralyéndt he
historically compatible. And taking a careful consideration of the interplay between cultural preservation, economic eetyelopm
and sustainable practices to ensure the safeguardinwyg of
adjustments or new frameworks identification of critical areas requiring immediate intervention, and practical toolsdongioni
and evaluation of preservation efforts.

2. Methodology

The methodology that was used during the survey involved a preliminary gathering of information about the status of Albani:
cultural heritage and on the different agencies involved on a national and localAeseple questionnaire was used in
interaction with different stakeholders during frequent visits and carrying out of conversation and interviews wittheuliagal
practitioners and representatives of different public institution in Albania.

In order to find data related to the state of cultural assets and the impact of climatic conditions and other extreme
conditions, data sources of the Ministry of Culture and Tourism, data of projects on cultural heritage and its preservation
were used. Santific articles by Albanian and foreign authors have been a source of data and discussions regarding the
current state of heritage and the harmful consequences caused by weather disasters and earthquakes.

Methodically, it is intended to select information to answer questions such as: What is the situation in Albania
regarding the preservation of the diverse wealth of cultural heritage? Has there been damage caused by extreme climate
conditions and natural dsasters and is there a strategy for the preservation of cultural heritage? The conducted study is
based on a detailed analysis of events, facts found in recent years on the basis of literature sources and data collected fro
institutions, associatiors, individuals and direct contacts with representatives of museums, archaeological centers,
institutes and cultural institutions.

3. Findings

Albanian tangible and untangible cultural heritageeisy rich and creates potential and opportunities to transform the social
and economic development through the sector of tourism while being resilient to challenges of risk disasters and chierate weat
Among tangible cultural heritage sites most visitedAlbania are archeological ruins such as Butrinti, Apollonia, Dyrrahu,
medieval castels in Shkodér, Gjirokastér, Krujé, Berat and different religious sites as churches and mosques. Some of th
cultural sites are protected by UNESCO and listed asrallfwonuments. Other objects of material and ethnographic culture are
related with traditional culinary, products of terthantor
its castles, museums, and remote monuments. It exteritlspeople and their customs, artistic expressions, knowledge, and
skills, including instruments, objects, artifacts, and cultural spaces. In the last decade, several projects supported by
governemental agencies and civil society are giving thaitribwtions in preserving Albanian cultural heritage in mitigating the
climate change impacts.
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Fig. 1.Photos from Albanian cultural heritage, Tirana Mosque, Butrint, Shkodér castle, traditional costumes

The findings show that cultural heritage can be a powerful tool to stimulate national solidarity and commun social value
Local people, stakeholders and other participants from non governemental agencies discussed that tangible and untengible cu
may become fAemblems of national identityo producing cor ¢
highlightedthe role that tangible and intangible cultural heritage can play in tourism activities, as a result on the impafvemen
economic and social growth of communitieEhe discussion from focus group also pointpointed out that sometimes local or
rural cultures are subjected to local and national neglect in efforts of disaster risk reduction, prevention, mitigetitse aesl
recovery. It is very important to suppétal values and cultural practices in cultural heritage preservation programs and projects
mitigating the effects of environment challenges.

In order to minimize the impact of climate change, various risk management laws and strategies are being implemented
cultural heritage preservation under the pressures of climate change and other risks, prioritizing sustainable practicesafbs
National Civil Emergency Plan incorporates measures to protect cultural heritage in disaster scenarions, including flooc
earthquakes, and wildfires, key risks exacerbated by climate change. Albanian National Strategy for Cukge2®049
generallyfocused into three key areas:

0 Strategies aimed at improving preparedngssvention and mitigation. This includeforts to enhance preparedness
for cultural heritage and reduce risks. Examples include training programs and awareness camspaighsas
documentation activities such as mappidmital databases, records and registerswfural heritagevulnerability

analysis.
0 Strategies focusing on th#evelopment of national action plans. These plans and strategies focus on addressing
emergenciesandtheyut | i ne measures for emergency response and
0 Strategies inteted to posevent recovery and resilience for the preservation of cultural heritage. These strategies focu:
on restoring nor mal operations following a disaster

addressing physical damage to biigt sites, social and cultural impacts on communities, and environmental challenges,
all guided by sustainable development principles, partnering with organizations like UNESCO, AADF to acces:
expertise, funding, and best practices forthge preservation.

The interdisciplinary research highlights various approaches to securing sustainable development through the preservatiol
cultural heritageFocusing on Albanian cultural heritage, firedings exploresprotective measures and the role of local and
policy-making processes in fostering resilientdey underscore the importance of addressing current challenges to ensure
cultural heritage is safeguardeshd transmittedEfforts prioritize the preservation and restoration of cultural monuments,
traditional architecture, and artifacts, alongside rebuilding in ways that reduce the risk for future disasters. This appresich enstL
Al baniads cultural |l egacy remains resilient and protect
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4. Conclusions

Climate changeepresents a significant and multifaceted threat to cultural heritage, impacting both its tangible and intangibl
elements. In Albania, where cultural heritage forms a cornerstore of national identity, understanding and addressing the
challenges is crual. The research presented here underscores the urgency of developing targeted strategies to mitigate ris
enhance protective measures, and strengthen policy frameworks for cultural heritage preservation.

The findings highlight the value of interdisciplinary approaches, to build a framework for assessing climate change impact
These efforts reveal the potential of sustainable development practices to support resilience in cultural heritage management
In conclusi on, Al baniabés cul tur al heritage preservati
stakeholders, and governemental organizations. While laws and strategies provide a robust framework, challenges remail
enforcementfunding, and coordination among stakeholders. Enhacing the enforcement of policies, investing in advance
technologies, and promoting coll aboration across wansti ouU:¢
the challences pes by climate change. By fostering such cooperation and integrating protective measures into broade
sustainable development goals, it becomes possible to safeguard this invaluable legacy for future generations. Adseessing tl
challenges will ensure thatl bani ads cul tur al heritage remains resilien:

References

Barber, C.V., Miller, K. and Boness, M.M. eds., 2084curing protected areas in the face of global change: issues and
strategiegp. xxxiii). Gland: IUCN.
Giambruno, M., & Pistidda, S. 2018. Cultural Heritage for Urban Regeneration. Developing Methodology Through a
Knowledge
Exchange Prograngustainable Urban Development and Globalization: New strategies for new chaflemigjes focus on
the
Global South251-262.
Jigyasu, R., 2016. Reducing disaster risks to urban cultural heritage: global challenges and oppdduniig©f Heritage
Managementl(1), pp.5967.
Lombardo, L., Saeli, M., & Campisi, T. 2023. Smart technological tools for rising damp on monumental buildings for cultural
heritage conservation. A proposal for smart villages implementation in the Madonie montains Gistiginable
Futures 6,
100116.
Sulaj, A., Térpollari, A. and Kondi, B., 2022. Villages' Revitalization Supports a Sustainable Agritourism in Albaniel
of
Environmental Management & TourisB(2), pp.546560.
Sulaj, A.,Kadiu, B. and Terpollari, A., 2023. The need to safeguard cultural heritage against climate Thamgieal
Annals 1(3).
Sulaj, A. and Themelko, H., 2024. Agritourism as A Pathway to Women's Empowerment: Insights From Rural
Albania.European
Countryside16(4), pp.62846.
UNESCO, 2019. Intangible Cultural Heritage. "What is intangible cultural heritdug;//whc.unesco.orglast accessed
10/10/2024
UN, 2015. Tansforming Our World The 2030 Agenda for Sustainable Development, UN Resolution Adopted by the General
Assembly on Sep 25, 2015.
Vecco, M., 2010. A definition of cultural heritage: From the tangible to the intangdinlenal of Cultural Heritagell(3),
pp.32%
324.

51


https://whc.unesco.org/

IAI Academic Conference Proceedings Thessaloniki, 11 December 2024

Analysis of the Financial Performances of Commercial Banks in the
Republic of Serbia

Ni kol a 'RaBiohvj &n2 Adamovi i

" University of Belgraderaculty of Organizational Sciences, Republic of Serbiama sttudent 6 s
2EDUCONS University, Faculty of Business Economics, Sremska Kamenica, Serbia
“Corresponding Author:
e-mail: miljan.adamovic@educons.edu.rs

Abstract

Commercial banks are key institutions in the financial system of every country. By collecting available func
individuals and legal entities and directing them to economic entities that needuhdsebanks facilitate the smoo
functioning of the economy in each state. In carrying out their primary activity of mediating between various econasic
banks face numerous risks that directly affect the quality of their operations and caishdfmancial results. To minimiz
these risks and ensure uninterrupted business operations, it is necessary to measure and analyse the financial pel
banks, which represents a measure of the success of resource management in achievingsseslijestnes. This pape
presents various instruments and indicators used in the analysis of the financial performance of commercial banks,
their practical application to commercial banks in the Republic of Serbia.

Keywords:Commercial banks, financial performance, bank risks, financial performance indicators, capital adequacy
liquidity, profitability

1. Introduction

Commercial banks represent the key institutions of the financial system of every country. The primary function of commerci
banks is the collection of excess free funds of individuals and legal entities and their placement to economic eatiéen that
need of these funds. Due to the performance of this basic activity, banks enable the unhindered development of the econom
a whole. When carrying out these activities, banks face numerous risks, which can threaten their operations and restuce the
of clients in the bank, but also in the entire financial system of a country. In order to minimize these risks and nmanage the
effectively and efficiently, measuring and analysing financial performance is necessary. Financial performance is afmeasure
the bank's success in managing its assets in order to achieve defined goals. Based on the obtained results, it is magessary to
appropriate decisions and apply adequate measures in order to correct or improve the recorded situation.

Financial institutions represent organizations, i.e., participants in the financial market who deal with the provisi@rafsium
financial services and mediation between entities that have a surplus of financial resources and entities that araheseeed of
funds. Financial institutions today function as service financial institutions (bdaleer houses, investment banks, investment
advisers) and financial intermediaries. Financial intermediaries can be further divided into depository finaitotariast
(commercial banks, savings banks, savings and credit associations, credit unions)-degasidory financial institutions
(insurance companies, pension funds, investment funds).

Performance is a concept that has become established in a large number of speaking areas. Thus, in the English languag
word "performance" means "how well a person or a machine does a piece of work or an activity" (Cambridge Dictionary). In tt
French language, the word "la performance” means "an outstanding feat or achievement in a certain field" (Larouss
Dictionnaire), as well as in Italian, where the word "prestazione™ means "an accomplished performance or result ifieddertain
(Dizionario diltaliano). From the above definitions, it can be concluded that performance represents the quality of the executic
of a certain job or activity. In addition to the general concept of performance, it is also necessary to define opéoatiagqer
whichis a measure of the success and efficiency of a particular company. They reflect the company's ability to achieve set gc
and expected results. By analysing business performance, stakeholders can assess how well the company is using its reso
and wtether it is achieving a competitive advantage in the market.

The bank is a basic financial institution that collects free funds in the form of deposits, on the basis of whichdgsatgdl
provides other financial services. The paper is organized as follows. The second part provides an overview of heAfteratu
that, a case study related to the analysis of the financial performance of commercial banks operating in Serbia was preser
Concluding remarks and references follow at the end of the paper.
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2. Literature review

Operating performance is measured using key performance indicators (KPIs). Key performance indicators (KPI) are indicat
of the achieved level of progress in reaching the set goal. They enable the organization to understand how successful it i
achievng results of strategic importance. Not all performance indicators are key performance indicators. When defining them,
is necessary to determine those indicators that best describe the set strategic goals. For example, if a consultatgdiom's st
goal is to achieve the largest market share, a key performance indicator would-beeygaar revenue growth.

In order for a performance indicator to be well defined, it must be (Franceschini, Galetto, Maisano 2007):
representative,
comprehensible,
suitable for following the trend in a certain time,
adaptable to changes,
simple to calculate,
sensitive to changes that occur inside and outside the organization.

Financial performance is a measure that reflects the organization's success in managing its assets and achievintctak set fine
goals. Financial performance can be expressed by various financial indicators, such as liquidity, solvency, profitability c
efficiency indicators. By analysing an organization's financial performance, stakeholders can assess how efficientlgriie comp
manages its assets, whether it is financially sound, stable and capable of generating profits and growth in the ftertreg The s
point for the analysis of financial performance is the financial analysis, that is, the analysis of financial reports.

Financial analysis, i.e., analysis of financial reports is the basis of operating analysis, which in addition to firegsial an
al so includes analysis of the environment, competiistobr s,
financial reports is done with the aim of considering the financial health of the company, primarily the ability to ganairags,
but also to see how it manages its cash flows, capital and liabilities. The financial analysis of the complaayakexe sheet,
income statemerndcash flow statements the main subjects of its work.

Financi al reports enable managers and analysts to revie

1. The state and development of the financial position of the company stated in the balance sheet,
2. The results of the company's operations shown in the income statement and
3. Flows of financial assets through activities..

The bank's financial performance is a measure of the bank's success in managing financial assets and achieving business
When analysing the financial performance of commercial banks, several financial analysis instruments are used, such
horizontalanalysis, vertical analysis, and ratio analysis. By using these instruments, coefficients are obtained, which can be u:
to adequately assess the bank's financial performance. The basic set of coefficients of the bank's operations contains
coefficiet s of | i quidity, profitability, asset quality and e
indicators can be used in order to adequately assess the financial health, as well as the stability of the bank.

Commercial banks are obliged to follow the values of individual financial indicators prescribed by the central banksk the c
of commercial banks in the territory of the Republic of Serbia, the National Bank of Serbia prescribes indicators of capit:
adequacy, liquidity, risk of exposure to one person, foreign exchange risk and investment in persons not in the financial sect
Maintaining the value of these indicators at the recommended level enables the smooth operation of banks, as wellyas the s:
and stability of the financial system as a whole.

Presented below are both mandatory financial indicators and other indicators that are used in the analysis of the financ
performance of commercial banks.

Capital is a basic indicator of the bank's financial strength and stability. Thanks to the capital, investors gain confitence
bank as a financial institution, and the bank gets the opportunity to collect additional financial resources. The ragk acqu
capital through the issue of ordinary and priority shares, as well as on the basis of realized profits, part of whilcted traa
capital.

Capital has several functions (Dabii et al., 2013):

1 Absorbing unexpected losses while maintaining the ability to operate normally.

1 Growth in client and investor confidence.

9 Protection of depositors in the event of bank insolvency or bankruptcy.

1 Providing funds for investments in equipment, buildings and othefrimerestbearing placements required for
performing business activities.

In order for the capital to adequately fulfil the aforementioned functions and for the bank to carry out its activitdeseahhin
the National Bank of Serbia prescribes the following indicators and their minimum Yalsas 2024):

1 The value of the bank's capital must not be at a level lower than EUR 10.000.000 in dinar equivalents according to t
official middle exchange rate on the calculation day.

1 The adequacy indicator of the basic share capital, which is calculated as the ratio of the basic share capital and r
assets, must not be lower than 4.5%.

1 The bank's coreapital adequacy indicator, calculated as the ratio of the bank's core capital to its risk asset, must not
lower than 6%.
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1 The adequacy indicator of the bank's total capital, which is calculated as the ratio of the bank'’s total capital tg,risk asse
must not be lower than 8%.

Liquidity of the bank

Liquidity is the ability of a company to convert its assets into cash in a short period of time in order to settle ligatiaeb
In order to effectively manage the company's liquidity, and assets in general, it is necessary to analyse liquidiasaired
changes in its level over time. A low level of liquidity indicates that the company is in a risky financial position arud el
able to respond to upcoming obligations, while on the other hand, an excessively high level of liquid asstts patica
management of the company's assets.

When analysing the bank's liquidity, numerous ratio indicators are used, the most important of which are the regulato
indicators prescribed by the central bank (shown below). In our case, as we are dealing with the analysis of bank@operating
the teritory of the Republic of Serbia, we will use the indicators prescribed by the National Bank of Serbia.

The National Bank of Serbia, in accordance with the guidelines of the European Bank Authority (EBA) and Basel Il
regulations, prescribes three basic liquidity indicators that banks must maintain at a certaligled#y. indicator, narrow
liquidity indicator, liquid asset coverage indicatmbs.rs 2024).

The bank's liquidity indicator represents the ratio of the sum of the bank's liquid receivables of the first and secondHevel
one hand, and the sum of the bank's obligations at sight or without an agreed maturity date and the bank's oblfgations wit
agreed maturity date in the next month from the day of the calculation of the liquidity indicator, on the other hand.

The bank's liquidity indicator must amount to:

1 Minimum 1-in case the value for the whole month is viewed:;
1 Minimum 0.97 in case the value is viewed for three consecutive working days;
1 Minimum 0.87 when observing one working day.

The narrow indicator of the bank's liquidity is the ratio of the bank's liquid receivables of the first level, on thedpradhan
the sum of the bank's liabilities payable on demand or without an agreed maturity date and the bank's liabilities ne#ld an ag
maturity date falling due within a month from the date of liquidity ratio calculation. The narrow indicator of the baidity liq
must amount to:

1 Minimum 0.77 as an average value for the whole month;
1 Minimum 0.6- as an average for three working days;
1  Minimum 0.57 as a value for one working day.

The Liquidity Coverage Ratio (LCR) is the ratio of the bank's liquidity protection layer and the net outflow of its legitd as
that would occur during the next 30 days from the date of calculation of this indicator under assumed stress conditions. T
liquidity buffer represents a liquid asset that, according to regulations, can be included in the calculation of this nidileato
the net outflow of liquid assets represents the difference between the outflow and inflow of liquid assets, detezatioethitce
with the decision on bank liquidity risk management (nbs.rs 2024). The bank is obliged to maintain this indicator atra minimu
level of 1.0 (100%).

In addition to these legally prescribed liquidity indicators, the bank can also use internal indicators in order to itsaintain
liquidity at the desired level.

Indicators of the bank's exposure to risk

The National Bank of Serbia prescribes several indicators of the exposure of commercial banks to various risks. Banks hav
maintain the values of these indicators at a defined level in order to be able to carry out their activities unhindeted rel s
financial system of the country remains stable.

The foreign exchange risk indicator points to the bank's exposure to foreign exchange risk, which represents the fvatbability
the bank will incur a financial loss due to a change in the exchange rate. This indicator is calculated as the ratiet aftetal
foreign exchange position to total capital. According to the regulations of the National Bank of Serbia, the valuedafatts in
must not exceed 20% at the end of each working day.

The bank's exposure indicator to a single counterparty or group of related parties indicates the probability of firsathe@al los
to placement in a single person or group of related parties. This indicator must not have a value higher than 25Bgnikés, the
exposure to one counterparty or a group of related persons must not exceed 25% of the capital value.

The indicator of the bank's investment in persons who are not in the financial sector, as well as in fixed assets @t investn
real estate, must not amount to more than 60%, i.e., the value of these investments must not exceed 60% of the wdlie of the
capital.

Profitability indicators
Profitability represents the ability of a company to make a profit. When assessing the profitabilitycofripany, the

profitability ratios are used. The purpose of profitability ratios is to determine whether the company is efficientoh ¢estss
incurred during the creation of products or services that can be sold at reasonable prices on the magket {Kin | et al
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Profitability ratios are used both by internal users (managers) and by external users (investors, auditors, authorities).
The two basic ratios of profitability that are used whe
al., 2013):
1 Return on Assets (ROA)
1 Return on Equity (ROE)
The rate of return on assets is calculated as the ratio of net profit to total assets. This indicator tells how manynitmnetary
net profit are generated based on each monetary unit invested in an asset (business property). The rate of rétuis1am asse
indicator of managerial efficiency and ability to transform assets into net profit.

o _ABI AT T A
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The rate of return on equity calculated as the ratio of net profit to equity capital. This indicator tells how many units of net
profit are generated for each unit of basic capital, i.e., how efficiently the money invested by the shareholders irattyg comp
the bank in this case, ised.
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In addition to these two basic indicators, profitability can also be quantified by the net interest margin. Net inteires$ marg
calculated as the difference between interest income and interest expenses in relation to total assetsharainteyesets.
This ratio shows how much the bank earns from its core activity, granting loans and collecting deposits, and whetinexlyt effec
balances its income and expenses based on interest in order to keep profits at the desired level.
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Asset quality

Asset quality implies an assessment of the adequacy and safety of the assets managed by the bank and indicate& the cred
to which the bank is exposed in its operations. This, first of all, refers to the existence of uncollectible receivablésewith
bank's assets, which reduce the liquidity, solvency, and therefore the bank's profitability. High asset quality impiiesdsafe,
and less risky assets that the bank owns.

Asset quality can be measured by the following coeffici

1 Ratio of reservations for potential loan losses to total loans;
9 The ratio of net writeoffs and total loans;
1 Ratio of net profit to provisions for potential loan losses.

3. Case Studyi Analysis of Financial Performance of Commercial Banksin the Republicof Serbia

In the practical part of this paper, an analysis of the financial performamcenofiercial banks in the Republic of Serbia is
presented. During the analysis, publicly available data from the website of the National Bank ofu&enbighé.rs), data from
the annual reports of observed banks, as well as data from external auditors' reports were used.

There are currently 20 commercial banks operating in the territory of the Republic of Serbia, different in size and wedjin, a
as in terms of financial performance achieved. Some of them have been operating in the Republic of Serbia for sevgral deca
while some have only existed for a few years. Some were created by acquisition or merging with other banksN&lgh as
Komercijalna bank&or "Eurobank Direktna banka

Commercial banks in the territory of the Republic of Serbia are shown below according to the size of net balance sheet as:
(Table 1).
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uObl e 1: Commerci al banks by size of net bal anc:q
Ord.No BANK'S BUSINESS NAME TOTAL NET BALANCE SHEET ASSETS (IN RSD 000)
1 Banca Intesa a.d. Beograd 923,791,828.00
2 OTP Banka Srbija a.d. Novi Sad 838,502,146.00
3 Raiffesen banka 3.d. Beoprad 677,940,743.00
4 Unicredit Bank Srbija s d. Beoprad 634,723 388.00
5 NLB K fjalna banka AD Beograd 596,439,122.00
6 Banka Poiitanska itedionica a.d. Beograd 513,686,421.00
7 | Agromdustrijsko k fjalna banka AIK banka a.d. Beoprad 436,131,396.00
8 Erste Bank a.d. Novi Sad 384,518,877.00
9 Eurobank Direkina akcionarsko druitvo Beoprad 305,235,969.00
10 ProCredit Bank a.d. Beograd 164,292,155.00
11 Halkbank a d. Beoprad 128,052,263.00
12 Addiko Bank a.d. Beograd 106,664,759.00
13 ALTA banka a.d. Beograd 75,170,621.00
14 Srpaka banka a.d. Beoprad 49,447,465.00
15 Bank of Chma Srbija a.d. Beograd 48,079,316.00
16 Mobi Banka a.d. Beograd 35,515,808.00
17 3 BANKA ad Novi Sad 31,239,631.00
18 Adriatic Bank akcionarsko droitvo Beograd 28,395,622.00
19 API Bank a.d. Beograd 19,215,594.00
20 MIRABANK a.d. Beograd 5,739,815.00

Thedifferences in the size of the assets of the banks shown are enormous, and thus the differences in the financial performa
In the analysis of financial performance, the indicators of capital adequacy, liquidity, risk exposure and profitabifitior tak
the period from 2019 to 2023, were used.
The following subheadings present the results of the individual analysis of these banks, as well as the analysisecfyheeantir
of commercial banks in the Republic of Serbia.

BANCA INTESA A.D. BELGRADE

MBanca | nt es aisthe ladgest cBrenergial bashkeimthe Republic of Serbia in terms of net balance sheet assets, ar
therefore the most important for the functioning of the banking business system. On the territory of the Republic af Serbia,
owns 147 branches, has mohan 3000 employees and about 1.37 million clients. It belongs to the large international group
"Banca Intesa Sanpadlolt has been operating in the Republic of Serbia since 1991, since which it has recorded a constal
increasée n profits. Below is Table 2, Bahcalnttsaa®tegsatdeothe fi

Table 2: Financi al performance of fABanca | |
INDUSTRY
INDICATOR v AVERAGE
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 695,000,000.00 | € 692,000,000.00 | € 653,000,000.00 | € 693,000,000.00 | € 689,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 21.23% 19.85% 19.29% 17.30% 17.07% 27.24%
Basic capital adequacy minimum 6% 21.23% 19.85% 19.29% 17.30% 17.07% 27.27%
Total capital adequacy ini 8% 21.23% 19.85% 19.29% 17.30% 19.41% 28.02%
LIQUIDITY
Liquidity indicator minimum 0.8 225 2.15 202 1.88 224 3.05
Narrow liquidity indicator ini 0.5 1.64 1.83 1.70 1.47 1.65 2.50
Liquid assets minimum 1.0 239 274 27 272 a1 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 0.36% 1.46% 1.48% 0.81% 0.46% 3.30%
Bank's exposure to one person or a maximum 25% 16.58% 20.72% 21.66% 2.24% 22.56% 15.78%
group of related persons
Bank's investment maximum 60% 12.20% 12.46% 12.22% 12.37% 10.70% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 1.89% 1.32% 1.39% 1.54% 2.27% 0.91%
Rate of return on equity no value is prescribed 12.32% 8.70% 8.71% 12.97% 18.99% 6.24%
Net interest margin no value is prescribed 3.12% 2.90% 2.86% 2.94% 4.09% 3.25%
A "
ABanca Intesa a.d. Bel grade keeps the values of oper

prescribed. The size of the regulatory capital is constantly about 69 times higher than the prescribed minimum, as w&ll as 2.
times higher than the average on the Serbian market (the average size of the regulatory capital in the period from 219 to 20:
EUR 253.000.000,00). The total capital adequacy in the defined period is about 2.5 times higher than the prescribed minimt
however, it is lower than the average value on the Serbian market, which in the defined period from 2019 to 2023 is 28.02%. T
bank keeps the liquidity at a fairly high level, the liquidity indicator is between 2.5 and 3 times higher than the miloweon a
value, but it is slightly lower than the average of the activity in the observed period, which is 3.05. This indicdtes#rat t
maintains a sufficient amount of liquid assets for smooth functioning, but at the same time markets the surplussstthese
order to increase profits. The bank's exposure to risk is at a significantly lower level, both in relation to the legahmalkim
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and to the average activity in the defined period. This indicates adequate risk management. The profitability indibators of t
bank are at a significantly higher level than the average values in the industry. In the period from 2020 to 2021 ett@deahk r
a decline in all profitability indicators due to the epidemic of the Kovid 19 virus, but after that it managed to reriprdgibus

level, and in 2023 it also recorded an increase in these indicators by about 50%. Chart 1, which refersittitthmdigpators
ofBafin c a lisrshoarsbaldw.
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Chart 1: Liquidity ind20R3ators of ABanca I
OTP BANKA SRBIJA A.D. NOVI SAD

AOTP Banka Sr birgpeesents thk secdva largest Baakdnithe Republic of Serbia in terms of total net assets an
has 155 branchel belongs to the Hungarian ban®TP BANK, which represents one of the largest independent providers of
financial services in Central and Eastern Eurdpd.P Banka SrbijaWas created by the purchase of the b&dciété Générale

Srbija" in 2019. In 2021, it merged with/'o j v o L' a n '§ Kahle Dralatekl to the financial performance ©ffP BanK is
presented below.

Tabl e 3: Financi al performance of " OTP Ban
INDUSTRY
INDICATOR ; LLLLLED
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 428,000,000.00 | € 484,000,000.00 | € £22,000,000.00 | € 876,000,000.00 | € 885,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 16.73% 17.24% 1957% 17.31% 17.81% 27.24%
Basic capital adequacy minimum §% 16.73% 16.58% 16.88% 17.31% 17.81% 27.2T%
Total capital adequacy minimum 8% 20.55% 16.58% 16.88% 20.19% 20.71% 28.02%
LIQUIDITY
Liquidity indicator minimum Qg 1.99 1.51 1.8 1.86 2.45 3.05
Narrow liquidity indicator minimum 0.5 1.37 137 1.63 2.06 174 2.50
Liquid assets minimum1.0 129 13 1.36 1.46 141 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 1.24% 248% 0.25% 2.16% 1.07% 3.30%
Bank's exposure to one person or a maximum 25% 15.15% 24.25% 16.79% 19.16% 16.66% 15.78%
group of related persons
Bank's investment maximum 50% 7.12% 30.99% 12.94% 11.61% 11.86% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 2.78% 0.53% 0.86% 1.46% 2.02% 0.91%
Rate of return on equity no value is prescribed 18.79% 3193% 6.33% 10.82% 15.54% 6.24%
Net interest margin no value is prescribed 2. 74% 3.09% 231% 2.84% 3.58% 3.25%

The regulatory capital ofOTP BanK is many times higher than the prescribed legal minimum aodnistantly increasing in
the observed period. In the period between 2020 and 2021, the value of regulatory capital increased by 58.8% due to the me
with"V o | v o L an'§ Wwhich di that tkmee was the sixth largest bank in the territory of the Republic of Serbia. The capital
adequacy is about two times higher than the prescribed minimum, but it is lower than the average of the industry ietthe obser
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period, which is 28.02%. The bank maintains liquidity at a high level, the indicators ar& 2imes higher than the legal
minimum, but lower than the industry average, which indicates adequate liquidity management and not allowing th
"accumulation" ofliquid funds, but rather their efficient use. The bank tries to minimize its exposure to risk and maintains the
indicators at a level many times lower than the prescribed maximunBagd Intesg "OTP Bank experienced a drop in
profitability during tke Kovid 19 epidemic, but from 2022 it began to return to its previous state. Chart 1 is shown below, which
represents the regulatory capital of "OTP Banka" in the observed period. This indicator had a greater change than all ot
indicators since 2019.
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Chart 2 Regul atory capi tia2023o0f " OTP Banka a
RAIFFEISEN BANK A.D. BEOGRAD
ARaiffeisen Bank a.d. Beogifad i s t he third | argest bank by net balance

where it has been o0pe Raffeisen Bankdntematienal2 060de ot ({bephatgest il
and Central Europe. It has 106 branches, with over a million clients and about 2.250 employees. Below is Table 4, svhich ref
to the f i nanc RaffeisepBankfaa.rBeogiadc e of A

Tabl e 4: Financi al performance of fARaiffeis
INDUSTRY
INDICATOR AVERAGE
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 411,000,000.00 | € 408,000,000.00 | € 404,000,000.00 | € 519,000,000.00 | € 648,000,000.00 | €  254.320,000.00
Basic share eapital adequacy minimum 4.5% 20.55% 19.66% 17.48% 15.10% 18.68% 27.24%
Basic capital adequacy ini 6% 20.55% 19.66% 17.48% 12.92% 16.52% 27.27T%
Total capital adequacy ini B% 20.55% 19.66% 17.48% 12.92% 16.52% 28.02%
LIQUIDITY
Liquidity indi r ini .8 1.96 231 2125 pac) 237 3.05
Narrow liquidity indicator 0.5 1.63 1.95 1.85 1.79 1.73 2.50
Liquid assets minimum 1.0 173 1.96 17 1.48 nia 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 3.07% 2.65% 3.35% 2.02% 1.88% 3.30%
Bank's exposure to one person or a maximum 25% 16.29% 16.73% 2116% 17.53% 14% 15.78%
group of related persons
Bank's investment maximum 60% 12.92% 12.85% 12.95% 14.36% 10.81% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 1.92% 1.46% 1.58% 1.81% 3.22% 0.91%
Rate of return on equity no value is prescribed 10.56% 8.69% 11.73% 14.29% 24.50% 6.24%
Net interest margin no value is prescribed 3.17% 2.56% 2.27% 232% 430% 3.25%

The value of regulatory capital in 2019 was about 41 times higher than the legally prescribed value, while in 20231t was abc
65 times higher than the prescribed value. Capital adequacy recorded a decline in the observed period, so in 2019 b amounte
20.55%, while in 2023 it amounted to 16.52%, which is significantly less than the average of the activity in the obsedved per
This decline in value may occur due to an increase in credit or operational risk. As the bank increased loans grargeahtb bank
other financial institutions by 300% in 2023, this may be the cause of such a dherapital adequacy indicator. As with
previous banks, the liquidity indicator is between 2.5 and 3 times higher than the prescribed minimum and 22% lower than t
average activity in the observed period. THenkmaintainedrisk exposure indicators below the prescribed maximum and
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hovered around the industry average. The bank records growing profitability indicators, significantly higher than tlye industr
average. Unlike the previous banks, already in 2021 it began to approach the values from the period before ti® COVID
epidemic. Chart 3 is presented below, which shows the rate of return on equRiifééisen Barikin the period from 2019 to

2023.
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Chart 3: Rate of return on equity of "Raiffeisen Bank" 202023
UNICREDIT BANK A.D. BEOGRAD

AUni Credit banka iSthedduthdargest bdnk byBet batamca sheéet assets in the territory of the Republic of
Serbialt belongs to the large Italian banking growyniCredit’, and has more than 70 branches and over 1300 employees. It has
been operating in Serbia since 2001. Table 5 related to the financial performablceGretiit Bank a.d' is presented below.
Beogradi .

Tabl e 5: Financi al performance of "Unicredit B
INDUSTRY
INDICATOR : AVERAGE
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 648,000,000.00 | € 646,000,000.00 | € 648,000,000.00 | € 638,000,000.00 | € 649,000,000.00 | € 254,320,000.00
Basic share capital adequacy ini 45% 23.40% 23.90% 22.00% 21.30% 19.72% 27.24%
Basic capital adequacy minimum 6% 23.40% 23.90% 22.00% 21.30% 19.72% 2727%
Total capital adequacy minimum 8% 23.40% 23.90% 22.00% 21.30% 19.72% 28.02%
LIQUIDITY
Liquidity indicator minimum .8 1.80 2.00 198 2.00 229 3.05
Narrow liquidity indicator minimum .5 1.54 1.68 173 1.27 1.70 2.50
Liquid assets minimuw 1.0 135 1.75 1.65 1.59 1.65 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 2.09% 1L.00%% 3.02% 2.07% 3.78% 3.30%
Bank's exposure to one person or a maximum 25% o nfa as o ala 15.78%
group of related persons
Bank's investment maximum 60% nfa w/a na na na 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 1.90% 1.10% 1.10% 1.50% 2.90% 0.91%
Rate of return on equity no value is prescribed 10.10% 630% T% 10% 20.30% 6.24%
Net interest margin no value is prescribed 3.12% 2.68% 241% 261% 3.83% 3.25%

The bank maintains regulatory capital at the level of around EUR 648.000.000,00 in the observed period, which is 64.8 timr
higher than the minimurprescribed value. The capital adequacy has registered a slight decline in the past 3 years, which
caused by the growth of total riskeighted assets by 9.8% in 2023. As with the previous banks, the liquidity indicator is about
2.5 times higher than th@rescribed minimum. It should be noted that the bank recorded an increase in liquidity even during the
epidemic, with the fact that profitability was on the decline, as with other banks. The foreign exchange risk indicatmwas b
the market average uh#023, but in 2023 it increased to 3.78%, which was caused by the growth of the net foreign exchang
position from 83.160.616.000 dinars in 2022 to 97.943.898.000 dinars in in 20@i8redit Bank did not present other
indicators of the bank's risk exposure in its annual report. Chart 4 is presented below, which shows the change fmg¢hamate o
on equity of UniCredit' bank in the period from 2019 to 2023. This is the indicator that had the highest percentage growth afte
falling during the epidenai
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Chart 4: Rate of return on equity of " Unicredit Bank" 202923

NLB KOMERCIJALNA BANKA A.D. BEOGRAD

ANLB Komercijal na i8terifihiargestbank by Bet magncestielet assets in the territory of the Republic of
Serbia. It was created by the purchase of Komercijalna bank by the SlovidhiBriGroup in 2022. It has 163 branches and
about 2750 employees. Table 6 is presented below, which shows the financial performahd Kbthercijalna BanKain the
period from 2019 to 2023.

Table 6: Financial performance of NLB Komercijalna Banka a.d. Beograd

INDUSTRY
INDICATOR S e
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 549,000,000.00 | € 585,000,000.00 | € 553,000,000.00 | € 617,000,000.00 | € 713,000,000.00 | € 254,520,000.00
Basic share capital adequacy minimum 4.5% 27.07% 28.67T% 28.39% 23.90% 26.40% 27.24%
Basic capital adequacy ini 6% 27.23% 28.82% 28.55% 24.03% 26.52% 27.27T%
Total capital adegquacy minimum 8% 27.23% 28.82% 28.55% 24.62% 27.09% 28.02%
LIQUIDITY
Liquidity indicator minimum 0.8 3.95 4.06 3.88 2.84 317 3.05
Narrow liquidity indicator minimum 0.5 3.70 394 3.65 271 3.01 250
Liguid assets minimum 1.0 4.02 405 4.54 216 216 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 10.61% 10.13% 2.00% 2.63% 1.99% 3.30%
Bank's exposure to one person or a maximum 25% nfa o nla na nla 15.78%
group of related persons
Bank's investment maximum 6% nfa nfa n/a wa na 33.63%
PROFITABILITY
Rate of return on assets no value is preseribed 1.70% 0.80% 0.50% 1.60% 2.60% 0.91%
Rate of return on equity no value is prescribed 10.20% 4.90% 3.40% 10.20% 16.20% 6.24%
Net interest margin no value is prescribed 3.38% 3.18% 3.26% 2.95% 4.41% 3.25%

The regulatory capital of the bank is at a significantly higher level in the observed period than the prescribed mi2@azmn. In
regulatory capital growth of 11.5% is seen, which is a consequence of the metgemeftijalna bankaand 'NLB Bank&.

The capital adequacy is significantly higher than the capital adequacyptthieus banks and approaches the average of the
industry in the observed period. Thus, in 2023 it amounted to 27.09%, while in 2020 and 2021 it was higher than the avere
with values of 28.82% and 28.55%, respectively. The liquidity indicator is igla skecline in the observed period, with the fact
that it is always above the industry average and is many times higher than the prescribed minimum. During 2019 and 2020,
bank was significantly exposed to foreign exchange risk with values of 10.61%0Q&a8%0, respectively, which is three times
higher than the industry average, but significantly below the prescribed maximum of 20%. As with other banks, profaability w
in decline during the Kovid 19 epidemic, but in 2022 it recovered the value fropetimal before the virus, while in 2023 it
exceeded that value. Chart 5 is presented below, which shows the movement of indicators of foreign exchange risk, which
bank tried to minimize in the observed period.
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Chart 5: Indicator of foreign exchange risk of "NLB Komercijalna Banka" 2023

BANKA POGTANSKA GTEDI ONICA A.D. BEOGRAD

fiBanka Pogtanska ¢ tietldeisiztimbarckan teams df .net Balmcg sheetdassets in the Republic of Serbia. It
was founded in 1921 with headquarters in Belgrade. It is majority owned by the Republic of Serbia. It has 190 branth offices.
April 2021, it took over MTS Bank Below is Table 7, which refers to the financial performanceBA™n ka Po gt a
Gt e d i"io thé perind from 2019 to 2023.

Table 7: Financial performance of fiBanka Pogt
INDUSTRY
INDICATOR . e
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVEL
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 192,000,000.00 | € 191,000,000.00 | € 207,000,000.00 | € 218,000,000.00 | € 272,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 27.57T% 20.27% 17.63% 16.26% 18.14% 27.24%
Basic capital adequacy ini 6% 27.57T% 20.27% 17.63% 16.26% 18.14% 27.27%
Total capital adequacy ini 8% 27.57% 20.27% 17.63% 16.26% 18.14% 28.02%
LIQUIDITY
Liquidity indicator minimum 0.8 2.20 1.97 1.80 232 3.05 3.05
Narrow liquidity indicator minimum 0.5 2.02 1.91 1.74 2.19 2.81 2.50
Liquid assets minimum 1.0 2.4 23 239 182 1.99 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 2.70% 1.80% 1.80% 3.02% 0.48% 3.30%
Bank's exposure to one person or a maximum 259% nfa ala nfa 22.44% 2U4.71% 15.78%
group of related persons
Bank's investment maximum 60% 25.15% 25.50% 23.79% 24.02% 19.85% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 1.30% 1.00% 0.70% 1.00% 0.90% 0.91%
Rate of return on equity no value is prescribed 12.50% 10.10% 7.90% 13.70% 14.40% 6.24%
Net interest margin no value is prescribed 3.30% 2.87% 2.92% 2.85% 3.08% 3.25%

The bank's regulatory capital recorded constant growth in the observed period. By 2022, the value of regulatory cagbital was b
the industry average, and in 2023, it exceeded it. The capital adequacy in the period from 2019 to 2022 was in a ecdfiiceable d
but many times over the prescribed value of 8%. The fall in capital adequacy in 2020 was caused by the growtbightesk
assets by 35% compared to 2019, with this trend continuing in the following years of the observed period. Howevethia 2023
value of the basic capital will increase by 25%, which leads to an increase in capital adequacy. As with other banldtythe lig
indicator is 2.5 3 times higher than the prescribed minimum. The bank strives to minimize exposure to risk binimginta
indicators many times below the legal maximum. Chart 6 is presented below, which shows the movement of the total capi
adequacy indicator in the observed period due to the increase-imqigkted assets.
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Chart 6: Indicator of total capi®22®3 adequacy "E

AGROINDUSTRIJSKA KOMERCIJALNA BANKA AIK BANKA A.D. BEOGRAD
MAgroindustrijska komercijalna banka a.d. Beograsithe seventh bank in terms of net balance sheet assets in the Republic of
Serbia with its headquarters in Belgrade. It was founded in 1976 as an internal bArkofd i ndust r i j"sSSkhde Ko

2015, it has been owned byIK Groug'. Table 8 is presented below, which shows the financial performancgligfBank" in
the period from 2019 to 2023.

Tabl e 8: Financi al performance of " Al K Ban
INDUSTRY
INDICATOR PRESCRIBED VALUE 2019 2020 2021 2022 2023 AVERACE

IN THE OBSERVEL
PERIOD

CAPITAL
Regulatory capital € 10,000,000.00 | € 349,000,000.00 | € 317,000,000.00 | € 314,000,000.00 | € 482,000,000.00 | € 530,000,00000 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 2221% 22.13% 20.22% 19.04% 20.28% 27.24%
Basic capital adequacy inil % 22.21% 22.13% 20.22% 19.04% 20.28% 27.27%
Total capital adequacy ink 8% 23.72% 22.29% 20.37% 19.81% 21.17% 28.02%
LIQUIDITY
Liquidity indicator minimum 0.8 2.16 290 2.44 342 313 3.05
Narrow liguidity indicator minimum 0.5 1.89 2.74 222 283 205 2.50
Liquid assets

coverage indicator minimum 1.0 157 1.94 197 1.63 1.65 345

BANK'S RISK EXPOSURE

Exchange risk indicator maximum 20% 4.18% 3.42% 3.34% 1.13% 0.43% 3.30%
Bank's exposure to one person or a

maximum 25% 20.50% 19.64% 30.02% 18.06% 18% 15.78%
group of related persons
Bank's investment maximum 60% 31.94% 31.52% 23.11% 10.03% 927T% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 3.68% 14.17% 2.31% 6.34% 1.78% 0.91%
Rate of return on equity no value is prescribed 14.35% 18.46% 10.79% 33.82% 8.52% 6.24%
Net interest margin no value is prescribed 2.94% 2.76% 2.38% 1.78% 3.17% 3.25%

The bank maintains regulatory capital at a very high level (34.9 times higher value than prescribed in 2019, 53 times higlt
value than prescribed in 2023). Over a period of 5 years, the regulatory capital grew at a compound annual rate oh&8.72% in
observed period, with a decline in value during the epidemic in 2020 and 2021. Capital adequacy decreased slightly during t
epidemic, but started to increase in 2029K Banka"is highly liquid, in the observed period it recorded a constant growth of
theliquidity indicator and the narrow liquidity indicator, while the indicator of coverage with liquid assets decreased %y 17.25
in 2022 and 2023. In the observed period, the bank tried to keep the risk exposure indicators within the legally gregsribed |
The deviation occurred only in 2021, when the indicator of the bank's exposure to one person or a group of related pers
amounted to 30.02%, while the prescribed maximum is 25%. Profitability indicators were variable, there were noticeabl
oscillatiors caused by sudden changes in the size of profits and assets. The rate of return on assets in 2020 was 14.17%, wh
2021 it was only 2.31%. Only the net interest margin did not fluctuate significantly, except between 2022 and 2023s Chart 7
shown bebw, which refers to the movement of the value of the net interest margin in the observed period.
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Chart 7: Net interest margin of "AlIK Banka" 2012023

ERSTE BANK A.D. NOVI SAD

AErste Banka.d.NoviSBd i s the eighth bank in terms of net assets
2005. It entered the Serbian market with the acquisitiolof/bsadska banKathe oldest financial institution in the country. It
has more than 1.200 employees and 87 branches in b5Hsteci ti

Bank a.d. Beogradhi.

Tabl e 9: Financi al performance of AErste B
INDUSTRY
INDICATOR . AVERAGE
PRESCRIBED VALUE 2019 2020 2021 2022 2023 IN THE OBSERVEL
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 282,000,000.00 | € 288,000,000.00 | € 311,000,000.00 | € 378,000,000.00 | € 404,000,000.00 | €  254,320,000.00
Basie share eapital adequacy minimum 4.5% 19.03% 17.44% 16.92% 17.32% 17.51% 27.24%
Basic capital adequacy ini 6% 19.03% 17.44% 16.92% 17.32% 17.51% 27.27%
Total capital adequacy ini 8% 21.40% 19.49% 18.72% 20.58% 21.36% 28.02%
LIQUIDITY
Liquidity indicator minimum 0.8 1.49 1.73 1.30 2.11 2.10 3.08
Narrow liquidity indicator minimum 0.5 1.38 1.69 1.18 1.98 1.70 2.50
Liquid assets minimum 1.0 1.92 1.98 17 157 148 345

coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 0.11% 0.83% 1.40% 3.38% 0.67% 3.30%
Bank's exposure to one person or a

maximum 25% 13.02% 15.50% 19.61% 16.75% 2% 15.78%
group of related persons
Bank's investment maximum 60% 9.04% 9.10% 8.45% 6.98% 7.15% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 1.16% 0.46% 0.75% 0.66% 1L.46% 0.91%
Rate of return on equity no value is prescribed 8.142% 4.05% 6.46% 5.53% 11.50% 6.24%
Net interest margin no value is prescribed 3.16% 2.84% 2.80% 2.90% 3.86% 3.25%

The value of regulatory capital grew at a compound annual rate of 7.45% and is constantly at a level many times higher tt
prescribed. As with other banks, capital adequacy experienced a slight decline during 2020 and 2021, but in 2023t returnec
the value from 2019. The bank is slightly less liquid compared to bettded banks, the liquidity indicator and narrower
liquidity indicator are 2.5 times higher than the prescribed minimum, while the liquid asset coverage indicator has beel
declining sirce 2020. In no year has the bank exceeded the prescribed limits of the bank's risk exposure indicators.

The rate of return on assets was significantly lower compared to the previously analysed banks. In 2020, this phenomenon
caused by a drop in profit by 50% (in 2019, the value of profit was 2.679.766.000,00 dinars, while in 2020 it was 1.338262.0
dinars), and in 2022, profit fell by 21%. while the value of assets increased slightly. The rate of return on equittusedflu
for the same reasons. Only the net interest margin was maintained at a stable level with insignificant changes pGrsgfit&ds
below, which shows the movement of the rate of return on the assdissté 'Bank in the observed period, which was
significantly lower than the previously analysed banks.
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Chart 8: Rate of return on assets "Erste Bank" 2123
EUROBANK DIREKTNA A.D. BEOGRAD

AEurobank Direktna A.D. Beograd$ the ninth bank in terms of net balance sheet assets in the Republic of Serbia. It was
created by the merger oElirobankd and 'Direktna bank& in 2021. It has 92 branches and 5 operating cemerording to
data from the bank's official website, it occupies about 6% of the market share in the Republic of Serbia. Below is Table 1
which refers t o t heurdbank Binelkina a.d. Befgradéf thee obeerved perioch f A

Table 10: Financi al performance of HAEurobank
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 449,000,000.00 | € 454,000,000.00 | € 318,000,000.00 | € 323,000,000.00 | € 335,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% n/a 24.44% 16.09% 14.91% 15.79% 27.24%
Basic capital adequacy minimum 6% n/a 24.44% 16.09% 14.91% 15.79% 27.27T%
Total capital adequacy minimum 8% n/a 24.44% 20.23% 18.72% 19.55% 28.02%
LIQUIDITY
Liquidity indicator ini 0.8 nfa 1.58 171 206 251 3.05
Narrow liquidity indicator minimum 0.5 na 121 1.23 141 144 2.50
Liquid assets minimum 1.0 na 219 148 2.59 425 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% nfa 0.85% 0.68% 3.07% 0.90% 3.30%
Banle's exposure to one person or a maximum 25% n/a 19.61% 17.24% 17.29% 17% 15.78%
group of related persons
Bank's investment maximum 60% n/a 15.18% 19.25% 17.92% 16.30% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 0.17% 037% 0.14% 0.11% 0.54% 0.91%
Rate of return on equity no value is prescribed 0.58% 1.35% LI11%% 0.87% 4.38% 6.24%
Net interest margin no value is prescribed 3.74% 3.12% 2.09% 2.83% 3.66% 3.25%

The bank's regulatory capital tends to decrease in the observed period, its value decreased ab&bgteinfthe past five
years.

Capital adequacy was between 2.5 and 3 times higher than the prescribed minimum, but still below the average capital adeq
of all banks on the market. Unlike the previously analysed banks, "Eurobank Direktna" bank records growing liquidity in the
obsened period, with a peak in 2023 with a value of the liquidity indicator of 2.51, narrow liquidity indicator of 1.44 and liquid
asset coverage indicator of 4.25. In no year has the bank exceeded the prescribed maximum of risk exposure indicators.

The bank's profitability indicators were lower than the market average in the observed period. It should be notedt#isat the ra
of return on assets and capital experienced a significant decline in 2021, i.e., in the second year of-tt& \Kanga:pideic,
when 'Eurobankd and 'Direktna Bank& merged. The cause of this decline is a drop in profit by 57%, as well as an increase in
assets by 47.9%. Chart 9 is shown below, which shows the movement of the rate of return on the BsseBaok"'Direktna
in the observed period, which had the largest percentage drop in 2021 and 2022 compared to other indicators.
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Chart 9: Rate of return on assets of "EuroBank Direktna" 20023

PROCREDIT BANK A.D. BEOGRAD

AProcredit Bank a.d. Beograds the tenth bank in terms of net balance sheet assets in the Republic of Seetiags to the
large GermanProcredit' banking group, which operates in Southeast Europe. There are 16 branches in Serbia. Below is Tab
11, which refers t o PréceditBankadnBeogemdh thp ebsefvedipeniadnc e of A

Table 11: Financial performance of AProcred
INDUSTRY
INDICATOR PRESCRIBED VALUE 2019 2020 2021 2022 2023 Ll
THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 145,000,000.00 | € 142,000,000.00 | € 139,000,000.00 | € 145,000,000.00 | € 145,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 16.09% 1541% 15.46% 19.06% 18.63% 27.24%
Basic capital adequacy minimum§% 16.09% 1541% 15.46% 19.06% 18.63% 27.27%
Total capital adequacy minimum 8% 17.89% 16.85% 16.53% 19.06% 18.63% 28.02%
LIQUIDITY
Liquidity indicator minimum0.8 2.65 233 2.35 2.81 3.55 3.05
Narrow liquidity indicator minimum _§ 2.35 2.14 21 2.63 3.31 2.50
Liquid assets minimum 1.0 191 165 17 2.56 5.13 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 3.55% 247% 1.19% 2.56% 2.52% 330%
Bank's exposure to one person or a maximum 25% 6.22% 13.88% 12.23% 15.74% 10.57% 15.78%
group of related persons
Bank's investment maximum 60% 14.52% 13.14% 12.81% 12.71% 13.88% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 0.53% 0.46% 0.30% 0.83% 1.43% 0.91%
Rate of return on equity no value is prescribed 4.11% 3.98% 2.65% 6.59% 11.90% 6.24%
Net interest margin no value is prescribed 2.07% 1.97% 2.07% 2.64% 3.50% 3.25%

The bank maintains regulatory capital at a constant level of EUR 145.000.000,00, with a slight decrease in 2020. and in 2(
to EUR 142.000.000,00 and EUR 139.000.000,00. The capital adequacy is also maintained at a stable level ranging from 16.-
in 2021 to 19.06% in 2022. The bank maintains liquidity at a high level. The minimum value of the liquidity indicator was in
2020 and was 2.33, while this indicator reached its maximum value in 2023 and was 3.55, which is 16.4% more than the aver
value on themarket. The narrow liquidity indicator reached its minimum value in 2021, which was 2.1, while it reached its
maximum value in 2023, amounting to 3.31, which is 31% more than the market average. At no time during the observed per
did the bank exceeddimaximum allowed value of the risk exposure indicator. Like other bapiagredit Bank experienced
a drop in profitability during the epidemic of the Koui@ virus, the consequences of which it managed to repair by 2022 and
reach values that are evhigher than those of 2019. Chart 10 is shown below, which represents the movement of the capite
adequacy indicators oPtocredit Bank in the observed period.
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HALKBANK A.D. BEOGRAD

MAMal kbank a isthe eleBeatb lmank éndefims of net assets in the Republic of Serbia, where it has been operating sin:
1956. It belongs to the Turkistialkbank group founded in 1933, which is majortyvned by the Republic of Turkey. There
are 44 branches in the territory of the Republic of Serbia. Below is Table 12, which refers to the financial performance
fiHal kbank a. d. Bel grade"” from 2019 to 2023.

Table 12: Financi al performance of #fAHal kba
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 95,000,000.00 [ € 91,000,000.00 | € 122,000,000.00 | € 163,000,000.00 | € 183,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 21.63% 18.82% 21.66% 28.23% 25.4T% 27.24%
Basic capital adequacy minimum 6% 24.22% 21.17% 23.64% 20.98% 26.98% 27.27T%
Total capital adequacy ini 8% 24.22% 21.18% 23.64% 20.99% 26.98% 28.02%
LIQUIDITY
Liquidity indicator minimum0.8 212 1.89 1.93 1.95 2.07 3.05
Narrow liquidity indicator minimum 0.5 1.87 1.68 1.66 1.70 143 2.50
Liquid assets minimum 1.0 210 23 149 147 154 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 3.35% 0.83% 0.73% 0.80% 3.8% 3.30%
Bank's exposure to one person or a maximum 25% 13.28% 14.36% 1234% 12.65% 15.34% 15.78%
group of related persons
Bank's investment maximum 60% 12.98% 13.90% 11.20% 8.42% 10.19% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 0.75% 0.70% 0.97% 1.26% 1.87% 0.91%
Rate of return on equity no value is prescribed 4.10% 4.30% 587% 7.82% 92.17% 6.24%
Net interest margin no value is prescribed 4.33% 3.66% 3.39% 3.68% 5.43% 3.25%

i Ha |l k ladequktély manages its capital. It maintains the regulatory capital at a stable level and has a tendency to increas
so it managed to double its capital from 2020 to 2023. Unlike some larger hidakdydnk strives to increase the adequacy of

its capital after the evident decline of this value during 2020. This indicator reached a value of 29.99% in 2022 amd tbprese
maximum value among the first 11 banks in the Republic of Serbia. The liquiditptodexperienced a 10% drop durithe
problematic years of 2020 and 2021, which already reached the value of 2019 in 2023. The liquid asset coverage inglicator te
to fall from 2021 and is at a value 55% lower than the average on the market in the observed period. The bank maintains |
exposure indicators at a level that is significantly lower than the maximum allowed. The rate of return on assets arad the rat
return on equity have an increasing trend over the past five years, caused by the growth of profits at a compoundndimnual gro
rate of 34.89%. The net interest margin fluctuated slightly in the past period, but managed to reach a peak of 5.43% in 20
Graph 11, which represents the liquidity indicators of
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Chart 11: Liquidity indicators of "Halkbank a.d. Belgrade" from 2019 to 2023

ADDIKO BANK A.D. BEOGRAD

AAddiko Bank a.d. Beograds the twelfth bank in terms of net balance sheet assets in the Republic of Serbia. It belongs to th
Austrian "Addikd' group, which specializes in working with the population, of small and mediped enterprises in Central
and Southeastern Europe, where it has 197 branch&ddiko Bel
Bank a.d. Belgradefrom 2019 to 2023.

Table 13: Financi al performance of AAddi ko
INDUSTRY
INDICATOR PRESCRIBED VALUE mAmGE ~
2019 2020 2021 2022 2023 ‘OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 176,000,000.00 | € 177,000,000.00 | € 175,000,000.00 | € 168,000,000.00 | € 176,000,000.00 | € _254,320,000.00
Basic share capital adequacy minimum 4.5% 26.30% 26.10% 26.40% 28.01% 27.53% 27.24%
Basic capital adequacy ini 6% 26.30% 26.10% 26.40% 28.01% 27.53% 27.27%
Total capital adequacy ini 8% 27.05% 26.10% 26.40% 28.01% 27.53% 28.02%
LIQUIDITY
Liguidity indicator ini .8 187 1.67 1.69 245 2.90 3.05
Narrow liquidity indicator minimum (_5 1.54 1.36 131 1.96 222 2.50
Liquid assets minimum 1.0 1.67 143 15 178 245 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 1.92% 2.99% 0.16% 1.20% 3.02% 3.30%
Bauk's exposure to one person or a maximum 25% 10.83% 727% 0.22% 0.00% 0.00% 15.78%
group of related persons i ) ) ) 3
Bank's investment i % 4.89% 5.14% 4.99% 3.83% 4.48% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed L17% 0.54% 0.78% 0.57% 0.60% 0.91%
Rate of return on equity no value is prescribed 4.95% 2.39% 3.43% 2.55% 2.74% 6.24%
Net interest margin no value is prescribed 3.78% 3.60% 3.67% 3.89% 4.42% 3.25%

The bank maintains regulatory capital at a stable level ranging from EUR 168.000.000,00 to EUR 177.000.000,00. Unlike mc
analysed banksAtdiko Bank maintains capital adequacy at a stable level that ranges from a minimum of 26.1% in 2020 to &
maximum of 28.01% in 2022. The bank adequately manages its liquidity, which can be seen through the liquidity indicator
which have an increasing trend over fast five years and which experienced the lowest percentage drop in comparison to the
indicators of other banks (about 10%) during 2020 and 2@2idiko Banktended to reduce its exposure to risk in the observed
period, which can be seen through its @adors of risk exposure, which were several times lower than the permitted maximum.
The indicator of the bank's exposure to a single person or a group of related persons, which tended to be zero in 2822 and 2
should be emphasized. The profitabilitytbé bank was not at an enviable level, it was significantly below the market average.
The value of the indicators had ups and downs in the observed period, due to significant growth and decline in pfeféatin dif
years. Below is Graph 12, which shoth&® movement of indicators of exposure éfitiko bank to one person or group of
related persons in the period from 2019 to 2023.
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Chart 12: Indicator of exposure of "Addiko" bank to one person or a group of related person2@23.9
ALTA BANKA A.D. BEOGRAD

AAlta Banka a.d. Beograd$ the thirteenth bank in terms of net balance sheet assets in the Republic of Serbia. It was create
in 1998 from the formerJUBMES Bank founded in 1979 in Belgrade. It provides commercial and investment banking services.
There are 8 branches in the territory of the Republic of Serbia. Table 14 is presented below, which shows the financ
performance ofAlta Bank in the period from 2019 to 2023.

. . . n
Table 14: Financi al performance of Alta B
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 32,000,000.00 | € 34,000,000.00 | € 34,000,000.00 | € 33,000,000.00 | € 51.000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 26.44% 27.33% 19.27% 17.23% 18.33% 27.24%
Basic capital adequacy ini 3 26.44% 27.33% 19.27% 17.23% 18.33% 2727%
Total capital adequacy minimum % 26.44% 27.33% 19.27% 17.23% 18.33% 28.02%
LIQUIDITY
Liquidity indicator minimumQ.8 1.67 2.57 3.40 3.77 3.61 3.05
Narrow liquidity indicator minimum ¢.5 1.21 235 2.21 3.14 2.80 2.50
Kidrquld aaed minimum 1.0 132 1.87 144 191 2.03 345

coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator i 20% 3.44% 8.63% 16.89% 16.37% 16.55% 330%
Bank's exposure to one person or a

maximum 25% n/a nfa nfa n/a n/a 15.78%
group of related persons
Bank's investment maximum 60% 41.17% 40.51% 40.14% 42.23% 30.18% 33.63%
PROFITABILITY
Rate of return on assets no value is preseribed 0.93% 0.05% 0.03% 0.09% 1.39% 091%
Rate of return on equity no value is prescribed 4.55% 0.30% 0.29% 1.24% 17.09% 6.24%
Net interest margin no value is preseribed 3.11% 2.90% 1.84% 2.07% 2.88% 3.25%

In the period from 2019 to 2022Alta BanK maintained regulatory capital at a level ranging from EUR 32.000.000,00 to EUR
34.000.00000, while in 2023 this value reached EUR 51.000.000,00, which is significantly less than better ranked banks. T
adequacy of the total capital was variable in thet five years and it should be noted that it reached its maximum value of 27.33%
in 2020, while it reached its lowest value in 2022, which was not recorded in any previously analysed bank. The barddmaintair
theindicators of risk exposure within the prescribed limits, but at values significantly higher than the average market values
the observed period, which indicates that the management of this bank is more prone to risk than the management . other be

However, ‘Alta Bankd had serious problems with profitability in the period from 2020 to 2022. The rate of return on assets
was even 10 times lower than the average market value, while the rate of return on capital in 2020 and 2021 was 20 times lo
than theaverage value. The bank managed to multiply its profitability in 2023, it recorded a profit growth of 2110% comparec
to 2022. Chart 13 is shown below, which represents the movemekitaoBankd investment indicators in the period from 2019
to 2023.
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Chart 13: Investment indicator of "Alta Banka" 2012023

SRPSKA BANKA A.D. BEOGRAD

ASrpska Banka a.d. Beograid'the fourteenth bank in terms of net balance sheet assets in the Republic of Serbia. It was founde
in 1950 and has been operating under its current name since 2003. It is roajosty by the Republic of Serbia. The bank
conducts business with natugersons through its office located in Belgrade and also conducts electronic business activities
Table 15 is presented below, which shows the financial performan&epsiKe BanKein the period from 2019 to 2023.

Table 15: Financi al performance of " Srpska
INDUSTRY
INDICATOR PRESCRIBED VALUE 2019 2020 2021 2022 2023 ANLLY e 11T

THE OBSERVED
PERIOD

CAPITAL
Regulatory capital € 10,000,000.00 | € 25,000,000.00 | € 25,000,000.00 | € 24,000,000.00 | € 23,000,000.00 | € 25,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 43.76% 40.99% 31.90% 30.61% 30.59% 27.24%
Basic capital adequacy minimum 6% 43.76% 40.99% 31.90% 30.61% 30.59% 27.27%
Total capital adequacy imi; 8% 43.76% 40.99% 31.90% 30.61% 30.59% 28.02%
LIQUIDITY
Liquidity indicator minimum{.8 253 4.15 4.27 3.89 3.49 3.05
Narrow liquidity indicator ini 0.5 ala ala ufa Bla ala 2.50
Liquid assets minimum 1.0 1.93 22 1.95 230 2.09 3.45
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% B.80% 2.04% 4.87% 1.78% 2.80% 3.30%
Bank's exposure to one person or a maximum 25% 18.78% 18.85% .73% 22.84% 24.49% 15.78%
group of related persons
Bank's investment maximum 60% 60.73% 61.59% 68.12% T0.71% 68.82% 33.63%
PROFITABILITY
Rate of return on assels no value is preseribed 0.44% 0.17% 0.098% 1.16% 0.89% 0.91%
Rate of return on equity no value is prescribed 1.82% 0.84% 0.71% 1.25% 11.20% 6.24%
Net interest margin no value is prescribed 1.74% 1.28% 1.72% 1.52% 2.56% 3.25%

The bank maintains regulatory capital at a stable level ranging from EUR 23.000.000,00256.BQ®R000,00 in the observed
period. This value is even 10 times lower than the average value of regulatory capital on the Serbian market but istedso expe
for a smaller bank like this oneStpska BanKarecords an exceptional value of the total capital adequacy indicator, which was
above the average value in each of the five observed years, with the fact that from 2019 to 2023, a large drop indhtaimdica
be seen (from 43.76% in 2019 to 30.599@2023). The bank records high values of liqyiditdicators, which are 3 to 5 times
higher than the minimum prescribed value. It should be noted that during the epidemic of the T3ONfils, the bank reached
the maximum value of the liquidity indicator in the amount of 4.14 and 4.27 in 2021 and 2022, respectively. Such high values
this indicator compared to other banks may indicate inadequate management of liquid @gssta. Bankarecorded high
values of the bank's investment risk indicators that exceed the prescribed legal maximum, wrecidanggr its operations.

The indicator of exposure to one person or a group of related persons is within the legal limit, but close to the mawiredm all
value. In 2023, this indicator had a value of 24.49%, while the maximum allowed value was 25%cth@measures are not
taken, this indicator may increase in the next fiscal year. The rate of return on assets and the rate of return d202quatydn
2021 decreased, as with other banks, but already in 2022, they returned to their previouSatt#&4.is shown below, which
represents the trend of investment indicatorsSopSka Bankain the observed period, which was above the allowed maximum.
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Chart 14: "Srpska Banka" investment indicator 202023
BANK OF CHINA SRBIJA A.D. BEOGRAD
ABank of China Srbijaa.d.Beogrdd i s t he fifteenth bank according to the

Serbia. It was opened in 2017 in Belgrade and is the first bank operating with Chinese capital in the Balkans. Belo%6is Table
which refers to the financial germance of Bank of China Serbia a.d. Belgrdde the period from 2019 to 2023.

vObl e 16: Financial performance of ABank of
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 OB! VED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 16,000,000.00 | € 16,000,000.00 | € 14,700,000.00 | € 15,500,000.00 | € 15.,500,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 90.17% 78.35% 37.48% 22.28% 42.85% 27.24%
Basic capital adequacy ini 6% 90.17% 78.35% 37.48% 22.28% 42.85% 27.27%
Total capital adequacy minimum §% 9.17% 78.35% 37.48% 22.28% 42.85% 28.02%
LIQUIDITY
Liquidity indicator ini 0.8 6.07 5.66 4.7 3.62 382 3.05
Narrow liquidity indicator minimum 0.5 n/a na e nfa i 2.50
Liquid assets minimum 1.0 327 342 295 2.40 285 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 0.99% 1.01% 237% 0.96% 3.19% 330%
Bank's exposure fo one person or a maximum 25% 14.49% 2.09% 270% 0.42% 132% 15.78%
group of related persons
Bank's investment i 0% 16.32% 18.44% 14.97% 10.75% 8.50% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 0.33% -1.35% 0342% 1.22% 3.94% 091%
Rate of return on equity no value is prescribed 1.74% -9.80% 4.46% 26.32% 34.29% 6.24%
Net interest margin no value is prescribed 1.41% 0.18% 0.05% 0.63% 2.71% 3.25%

The bank maintains regulatory capital at a stable level iratige of EUR 14.700.000,00 to EUR 16.000.000,00 in the observed
period. Further, the bank records extremely high capital adequacy, which in 2019 reached a value of as much as 9Qe7%, but .
that, it started to decline and tended towards the average ealthe market. In 2019, the liquidity indicator and liquid asset
coverage indicator had high values of 6.07 and 3.27, respectively. These values decreased in the period from 2020yto 2022,
to start increasing again in 2023. The bank constantly keptitk exposure indicators within the expected limits. The rate of
return on assets and the rate of return on equity had a negative value in 2020 due to the realization of a negativesiitancial
in the amount of RSD 174.350.000,00. However, sincd 202 bank has managed to achieve a positive financial result, and in
2023 it will reach the values of these rates, which are above the average values on the market. Chart 15 is shown below, w
represents the movement of the total capital adequaaatodiof ‘Bank of Chin&in the observed period, which in 2019 reached
a value higher than the value of all other banks on the Serbian market
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Chart 15: Adequacy of the total capital &dhk of China2019- 2023
MOBI BANKA A.D. BEOGRAD
fiMobi Bankaa.d.Beogrdd i s t he si xteenth bank according to the siz

2014 asTelenor Bank by the mobile operatoelenor Serbia The bank does not have branches, but operates entirely through
mobile banking. Below is Table 17, which refers to the financial performandéadii Bank from 2019 to 2023.

vObl e 17: Financi al performance of HAMobi B
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 20,500,000.00 | € 17,000,000.00 | € 15,500,000.00 | € 20,000,000.00 | € 27,000,000.00 | € 254,320,000.00
Basic share capital adequacy minimum 4.5% 35.09% 28.35% 20.20% 19.32% 1937% 27.24%
Basic capital adequacy ini 6% 35.09% 28.35% 20.20% 19.32% 1937% 27.2T%
Total capital adequacy minimum 8% 35.09% 28.35% 20.20% 19.32% 1937% 28.02%
LIQUIDITY
Liquidity indicator ini 0.8 6.86 4.30 329 3.40 3.63 3.05
Narrow liquidity indicator minimum 0.5 5.87 4.19 3.14 3.29 2.59 250
Liquid assets minimum 1.0 10.46 n.12 126.86 20.75 21.07 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 331% 0.06% 1.23% 1.59% 1.71% 3.30%
Bank's exposure to one person or a maximum 25% »a na s s oa 15.78%
group of related persons
Bank's investment maximum 60% 20.35% 20.20% 18.81% 16.47% 16.36% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed -2.46% -243% -1.68% 0.11% 0.23% 0.91%
Rate of return on equity no value is prescribed -1037% -14.12% -11.35% 0.80% 2.00% 6.24%
Net interest margin no value is prescribed 3.07% 2.79% 4.29% 4.75% 4.87% 3.25%

The bank's regulatory capital ranged from a low of EUR 15.500.000,00 in 2021 to a high of EUR 27.000.000,00 in 2023. Capi
adequacy is decreasing from 2020 at a compound annual rate 250, but it records values that are 2.5 to 3 times higher than
the prescribed minimum. The liquidity indicator and the narrow liquidity indicator are also in decline in the same peried, but th
recorded values are higher than the prescribed minimum and the market average. The liquidity indicator in 2023 reaehes a Vi
of 3.63, while the narrow liquidity indicator reaches a value of 2.59. In contrast to these indicators, the indicatar aédiejui
coverage increased from a value of 10.46 in 2019 to a value of 21.07 in 2023. The bank maintained risk exposurdandicators
below the prescribed level. Profitability was a big problem for this bank in the period from 2019 to 2021, when the btk oper
at a loss. In the same period of time, the bank recorded an increase in the net interest margin. Chart 16 is sharcibelow,
refers to the change in the rate of return on equity capitéflobl'BanK in the period from 2019 to 2023.
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Chart 16: Rate of return on equity of "Mobi Bank" 201823

BANKA A.D. NOVI SAD

i Bankaad.NoviSdd i s the seventeenth bank according to the si
was created in 2007 in Novi Sad, through the transformation of "Opportunity Savings Bank", opened in 20023 Batd "
has 4 branches, 37 offices and more than 500 employees throughout the Republic of Serbia. Below is Table 18, which refer
the financial performance o8'Banks in the period from 2019 to 2023.
Table 18: Financial performance of "3 Banka a.d. Novi Sad"

INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 E st
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 33,000,000.00 | € 35,000,000.00 | € 36,000,000.00 | € 38,000,000.00 | € 44,000,000.00 | € 254,320,000.00
Basic share capital adequacy ini 4.5% 19.72% 21.08% 21.09% 19.88% 19.21% 27.24%
Basic capital adequacy minimumé6% 19.72% 21.08% 21.09% 10.88% 19.21% 27.27%
Total capital adequacy ini 8% 26.60% 26.65% 25.48% 22.91% 23.01% 28.02%
LIQUIDITY
Liquidity indicator ini 0.8 4.61 5.83 3.60 4.82 4.46 3.05
Narrow liquidity indicator minimum 0.5 3.55 5.21 3.1 4.26 3.82 2.50
Liquid assets minimum 1.0 5.87 EF5) 5.01 463 31 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 0.76% 0.10% 0.88% 1.08% 1.23% 3.30%
Bank's exposure to one person or a maximum 25% oa /a na oa o 15.78%
group of related persons
Bank's investment maximum 60% 13.03% 12.61% 12.67% 14.87% 14.68% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 3.14% 138% 2.14% 2.38% 2.22% 0.91%
Rate of return on equity no value is prescribed 13.64% 7.40% 11.60% 12.95% 13.03% 6.24%
Net interest margin no value is prescribed 12.15% 9.39% 11.38% 10.84% 11.04% 3.25%

The bank maintains regulatory capital at a stilel ranging from EUR 33.000.000,00 in 2019 to EUR 44.000.000,00 in 2023.
The adequacy of the total capital decreased slightly in the period from 2020 to 2023 (from 26.65% to 23.01%). The bal
maintained all liquidity indicators at a relatively stableclewhe liquidity indicator reached the minimum value of 3.1 in 2021,
while it reached the maximum value of 5.83 in 2020, in contrast to other banks whose liquidity declined considerabty this yee
The reason for this value of the indicator may be thearigksion of the management during the epidemic of the C&\@Iirus
that led to the "accumulation” of a large amount of liquid assets. The bank kept the risk exposure indicators withamiliee pres
limits throughout the period. Although profitability indicators declined in 2020, the bank did not operatesaardi@sanaged
to ensure the growth of these indicators already from 2021. Chart 17 is shown below, which refers to the movement of the
interest margin of "3 Banka" in the period from 20120@3.
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Chart 17: Net interest margin of "3 Banka" 20123

ADRIATIC BANK A.D. BEOGRAD

fiAdriatic Bank a.d. Beogrdd i s t he

eighteenth

bank

11.04%

2023

according to the

S i

It was founded in 1990 af€éntrobanka a.d. Beogrédduring the following years it changed its name and owner several times,
and in 2013 it becamé\Uriatic Bank a.d. BeogrddIt has five branches in the territory of the Republic of Serbia. Below is Table

19, which refers t o AdhatcBanka.ch Beogrdafrom 308 nof20286.k mance o f
Table 19: Financial performance of
INDUSTRY
INDICATOR PRESCRIBED VALUE 2019 2020 2021 2022 2023 SHEES S
THE OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 30,000,000.00 | € 28,000,000.00 | € 27,000,000.00 | € 26,000,000.00 | € 27,000,00000 | €  254,320,000.00
Basic share capital adequacy minimum 4.5% 37.00% 32.88% 32.79% 37.95% 345T% 27.24%
Basic capital adequacy inij 6% 37.00% 32.88% 32.79% 37.95% 34.5T% 27.27%
Total capital adequacy minimum 8% 37.00% 32.88% 32.79% 37.95% 3457T% 28.02%
LIQUIDITY
Liguidity indicator minimum0.8 225 2.10 2.98 3.65 4.45 3.05
Narrow liquidity indicator minimum 0.5 216 2.02 2.86 3N 314 250
Liquid assets minimum 1.0 275 1.66 215 3.83 5.96 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 1.98% 2.55% 15.16% 10.74% £.25% 3.30%
Bank's exposure to one person or a maximum 25% ala afa s ala ala 15.78%
group of related persons -
Bank's investment maximum 60% 18.96% 21.72% 19.32% 20.98% 35.63% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed -1.68% -1.58% 0.176% 0.12% 2.69% 0.91%
Rate of return on equity no value is prescribed -7.03% -7.42% 0.87% 0.64% 17.27% 6.24%
Net interest margin no value is prescribed 3.14% 2.49% 238% 2.73% 2.59% 3.25%

fi
AnAdr i

ati

In 2019, the bank's regulatory capital amounted to EUR 30.000.000,00, which gradually decreased to reach the value of E
27.000.000,00 in 2023. Capital adequacy recorded alternating growth and decline in the observed period, the minimum value
this indicator was reached in 2020, when it amounted to 32.88%, while the maximum value was reached in 2022, when
amounted to 37.95%. In the observed period, liquidity indicators recorded values that waetien2$higher than the prescribed
minimum, while thg reached the maximum value in 2022 and 2023. The bank maintained the risk exposure indicators at a lev
that is many times lower than the prescribed maximum and was not exceeded at any time. In 2019 and 2020, the bank reco
negative values of the raté return on assets and the rate of return on equity. This phenomenon occurred due to the realizatic
of a negative business result in the amount 266.316.000,00 dinars aiid257.135.000,00 dinars, respectively. Despite these
difficulties, the bank maaged to reach values of the rate of return on assets and the rate of return on equity in 2023, which a
several times higher than the average on the market. Below is the Chart 18 , which represents the movement of tleerrate of re
on assets ofAdriatic Bank' in the observed period.
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API BANK A.D. BEOGRAD

"API| Banka a.d., Belgradés the second smallest bank in the Republic of Serbia in terms of net balance sheet assets. The ba
was founded in 2008 in Belgrade and is fully owned by the compeiRS INVEST d.o.b It has 4 branches in the territory of
the Republic of Serbia. Below is Table 20, which refers to the financial performang@loBanK in the period from 2019 to
2023.

Table 20: Financi al performances of AAPI B
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 OBSERVED
PERIOD
CAPITAL
Regulatory capital € 10,000,000.00 | € 12,000,000.00 | € 16,500,000.00 [ € 14,800,000.00 [ € 14,500,000.00 | € 16,000,000.00 | € 254,320,000.00
Basic share capital adequacy ini 4.5% 22.55% 29.14% 21.14% 27.28% 30.19% 27.24%
Basic capital adequacy minimum 6% 22.55% 29.14% 21.14% 27.28% 30.19% 27.27%
Total capital adequacy minimum 8% 2433% 30.60% 21.68% 27.67% 30.19% 28.02%
LIQUIDITY
Liquidity indicator ini .8 4.31 5.08 3.80 332 2.60 3.05
Narrow liquidity indicator minimum (.5 3.99 4.56 3.8 2.49 1.47 2.50
Liquid astets minimum 1.0 432 6.73 212 637 936 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 2.74% 1.33% 21.68% 6.82% 5.85% 330%
Bank's exposure fo one person or a maximum 25% 23.88% 17.85% 21.93% BI% 23.63% 15.78%
group of related persons
Bank's investment maximum 60% 11.03% 17.17% 14.65% 13.89% 9.02% 33.63%
PROFITABILITY
Rate of return on assets no value is prescribed 2.55% 3.99% -1.61% 1.91% 5.17% 0.91%
Rate of return on equity no value is prescribed -17.04% -21.17% -11.43% 13.22% 31.85% 6.24%
Net interest margin no value is preseribed 1.99% 137% 1.64% 2.07% 2.86% 3.25%

The bank maintains regulatory capital at a level above the legal minimum, which ranged from a minimum of EUR 12.000.000,(
in 2019 to a maximum of EUR 16.000.000,00 in 2020, in 2028tialatory capital was EUR 16.000.000,00. Capital adequacy
alternately rose and fell in the observed period, reaching a maximum of 30.6% in 2020, while in 2023 this indicator ¥as 30.19
The liquidity indicator, as well as the narrow liquidity indicatercg 2020, recorded a significant decline at compound annual
rates of-15.42% and24.65%, respectively. The value of the liquid asset coverage indicator alternately increased and decreas
in the observed period, while it reached a maximum of 9.36 in 2ZB#8bank maintained the risk exposure indicators within the
prescribed range, with the bank's exposure indicator to one person or a group of related persons constantly being close tc
maximum prescribed limit. In the period between 2019 and 2020atiierbcorded negative rates of return on assets and equity,
due to the realization of a financial loss. Despite these negative values, the bank managed to achieve rates of ldioressevera
higher than market rates in 2022 and 2023. The net intereginrnmmacorded a growth trend since 2020 and by the end of the
observed period had not reached the average market value. Chart 19 is shown below, which refers to the movemenf of the ra
return on equity capital ofAPI BanK in the observed period from 2019 to 2023.
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e 21: Financi al performance
INDUSTRY
INDICATOR PRESCRIBED VALUE AVERAGE IN
2019 2020 2021 2022 2023 Bt
PERIOD
CAPITAL
Regulatory capital 10,000,000.00 | € 24,500,000.00 | € 23,000,000.00 | € 15,000,000.00 | € 20,000,000.00 | € 19,000,000.00 | €  254,320,000.00
Basic share capital adequacy minimum 4.5% 80.49% 92.80% 66.69% T79.96% 68.18% 27.24%
Basic capital adequacy minimum 6% 80.49% 92.80% 66.69% 79.96% 68.18% 27.2T%
Total capital adequacy minimum 8% 80.49% 92.80% 66.69% 79.96% 68.18% 28.02%
LIQUIDITY
Liquidity indicator minimum0.8 7.69 7.29 7.70 3.57 3.33 3.05
Narrow liquidity indicator minimum 0.5 6.83 633 7.03 336 2.63 2.50
Liguid assets minimum 1.0 3.06 3.6 3.73 148 216 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator imum 20% 0.23% 0.73% 1.78% 0.22% 5.97% 3.30%
Bank's exposure to one person or a maximum 25% wa wa na 17.54% 18.26% 15.78%
group of related persons
Bank's investment 60% nfa na nfa 1.47% 7.51% 33.63%
PROFITABILITY
Rate of return on assets no value is preseribed -3.95% -3.36% -3.25% -3.45% -1.93% 0.91%
Rate of return on equity no value is prescribed -13.08% -12.27% HD97% -8.36% -4.96% 6.24%
Net interest margin no value is prescribed 2.22% 2.28% 1.81% 2.79% 3.85% 3.25%

to the size

of AiMira B

The bank's regulatory capital variddring the observed period. The minimum value of EUR 15.000.000,00 was realized in
2021, while the maximum value of EUR 24.500.000,00 was realized in 2019. In 2023, regulatory capital had a value of EU
19.000.000,00. The adequacy of the total capitatradtely increased and decreased, the maximum value was reached in 2020
and was 92.8%, while the minimum value was reached in 2021 and was 66.69%. In the observed period, the bank's liquic
indicators were many times higher than the minimum prescribegsabut they also recorded a constant decline from year to
year. In 2023, the bank recorded a liquidity indicator value of 3.33, a narrow liquidity indicator value of 2.63 andsadieuid
coverage indicator value of 2.16. The bank kept the risk expasdicators within the legally prescribed range during the entire
observed period. Profitability represents the biggest problem of this bank. Namely, "Mira Bank a.d. Belgrade" opessd at a |
during the entire observed period, which is shown by nega#ites of return on assets and capital. Chart 20 is shown below,
which refers to the movement of the rate of return on equity of "Mira Bank a.d. Belgrade" from 2019 to 2023.
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DI SPLAY OF THE OVERALL FI NANCI AL PERFORMANCE OF THE CON
CONCLUSION OF THE ANALYSIS

In this research, 20 commercial banks operating in the territory of the Republic of Serbia were analysed. During the analys
indicators of capital, liquidity, exposure of the bank to risk, as well as profitability in the period from 2019 to 2028alere
Some indicators are prescribed by law, while some are the result of the independent work of the author. The following tat
shows the average results of these indicators for all analysed banks in each year. Below is Table 22, which referage the ave
values of the financial performance of the system of commercial banks in the period from 2019 to 2023

vObl e 22: Average financial performance values of the
INDICATOR PRESCRIBED VALUE 2019 2020 2021 2022 2023 INDUSTRY AVERAGE
CAPITAL
Regulatory capital € 10,000,000.00 | € 230,600,000.00 | € 233,475,000.00 | € 244,350,000.00 | € 270,500,000.00 | € 292,675,000.00 [ €  254,320,000.00
Basic share capital adequacy minimum 4.5% 31.42% 30.24% 24.58% 24.61% 25.32% 27.24%
Basic capital adequacy ini 31.57% 30.33% 24.56% 24.60% 25.29% 27.27%
Total capital adequacy ini 2% 32.56% 30.87% 25.16% 25.33% 26.20% 28.02%
LIQUIDITY
Liquidity indi minimum (.8 3.18 3.15 295 289 3.06 3.05
Narrow liquidity indi ini 0.5 2.62 2.68 245 24 2.29 2.50
Liquid assets minimum 1.0 291 347 3.52 330 1.02 345
coverage indicator
BANK'S RISK EXPOSURE
Exchange risk indicator maximum 20% 2.92% 2.72% 421% 327% 337% 3.30%
Banl's exposure to one person or a maximum 25% 1537% 15.94% 16.80% 15.54% 15.26% 15.78%
group of related persons
Bank's investment maximum 60% 19.52% 21.30% 19.43% 18.36% 17.51% 19.23%
PROFITABILITY
Rate of return on assets no value is preseribed 0.66% 0.59% 0.38% 1L.11% 1.81% 0.91%
Rate of return on equity no value is preseribed 4.26% 1.04% 3.03% 8.86% 14.00% 6.24%
Net interest margin no value is prescribed 3.38% 2.89% 2.88% 3.08% 4.04% 3.25%

Analysis of capital indicators

The regulatory capital of the analysed banks grew at a compound annual rate of 4.88% during the observed period. T
minimum average value of this indicator washieved in 2019 and amounted to EUR 230.600.000,00, while the maximum
average value was achieved in 2023 and amounted to EUR 292.675.000,00. The highest value of this indicator was achieve
"OTP Bank" in 2023 and amounted to EUR 885.000.000,00, wigliotvest value was achieved by "API Bank" in 2019, which
amounted to EUR 12.000.000,00. Below is Table 23, which contains data on the value of banks' regulatory capital in the per
from 2019 to 2023.
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Table 23: Values of the202anksdé regul atory
REGULATORY CAPITAL
Ord.No BANK'S BUSINESS NAME 2019 2020 2021 2022 2023

1 Banca Intesa a.d. Beograd € 695,000,000.00 | € 692,000,000.00 | € 693,000,000.00 | € 693,000,000.00 | € 689,000,000.00
2 OTP Banka Srbija a.d. Novi Sad € 428,000,000.00 | € 484,000,000.00 | € §22,000,000.00 | € 876,000,000.00 | € 885,000,000.00
3 Raiffeisen banka a.d. Beograd € 411,000,000.00 | € 408,000,000.00 | € 404,000,000.00 | € 519,000,000.00 | € 648,000,000.00
4 Unicredit Bank Srbija a.d. Beograd € 648,000,000.00 | € 646,000,000.00 | € 648,000,000.00 | € 638,000,000.00 | € 649,000,000.00
5 NLB Komercijalna banka AD Beograd € 549,000,000.00 | € 585,000,000.00 | € 553,000,000.00 | € 617,000,000.00 | € 713,000,000.00
6 Banka Poitanska itedionica a.d. Beograd € 192,000,000.00 | € 191,000,000.00 | € 207,000,000.00 | € 218,000,000.00 | € 272,000,000.00
7 | Agromdustrijsko komercijalna banka AIK banka a d. Beograd | € 349,000,000.00 | € 317,000,000.00 | € 314,000,000.00 | € 482.000,000.00 | € 530,000,000.00
8 Ersic Bank a.d. Novi Sad € 282,000,000.00 | € 288,000,000.00 | € 311,000,000.00 | € 378,000,000.00 | € 404,000,000.00
- Eurobank Dirckina akcionarsko druitvo Beograd € 449,000,000.00 | € 454,000,000.00 | € 318,000,000.00 | € 323,000,000.00 | € 335,000,000.00
10 ProCredit Bank a.d. Beograd € 145,000,000.00 | € 142,000,000.00 | € 139,000,000.00 | € 145,000,000.00 | € 145,000,000.00
11 Halkbank a.d. Beograd € 95,000,000.00 | € 91,000,000.00 | € 122,000,000.00 | € 163,000,000.00 | € 183,000,000.00
12 Addiko Bank a.d. Beograd € 176,000,000.00 | € 177,000,000.00 | € 175,000,000.00 | € 168,000,000.00 | € 176,000,000.00
13 ALTA banka a.d. Beograd € 32,000,000.00 | € 34,000,000.00 | € 34,000,000.00 | € 33,000,000.00 | € 51,000,000.00
14 Srpaka banka a.d. Beograd € 25,000,000.00 | € 25,000,000.00 | € 24,000,000.00 | € 23,000,000.00 | € 25,000,000.00
15 Bank of China Srbija a.d. Beograd € 16,000,000.00 | € 16,000,000.00 | € 14,700,000.00 | € 15,500,000.00 | € 15,500,000.00
16 mlnnnh;d.nagml € 20,500,000.00 | € 17,000,000.00 | € 15,500,000.00 | € 20,000,000.00 | € 27,000,000.00
17 3 BANKA ad Nowvi Sad € 33,000,000.00 | € 35,000,000.00 | € 36,000,000.00 | € 38,000,000.00 | € 44,000,000.00
18 Adriatic Bank akci ko druitvo Beograd € 30,000,000.00 | € 28,000,000.00 | € 27,000,000.00 | € 26,000,000.00 | € 27,000,000.00
19 API Bank a d. Beograd € 12,000,000.00 | € 16,500,000.00 | € 14,800,000.00 | € 14,500,000.00 | € 16,000,000.00
20 MIRABANK a.d. Beoprad € 24,500,000.00 | € 23,000,000.00 | € 15,000,000.00 | € 20,000,000.00 | € 19,000,000.00

AVERAGE VALUE € 230,600,000.00 | € 233,475,000.00 | € 244,350,000.00 | € 270,500,000.00 | € 292,675,000.00

Chart 21, which refers to the average value of the regulatory capital of commercial banks in the period from 2019 to 2023, is

shown below.
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Chart 21: Average value of the regulatory capital 202923

The total capital adequacy indicator had the highest average value in 2019 and was 32.56%, while the lowest average value
achieved in 2021 and was 25.16%. The lowest value of this indicator was achieved by "Raiffeisen Bank" in 2022 and was 12.92
while the highest value was achieved Batik of Chin&in 2019, which was 90.17%. It should be noted that smaller banks on
average recorded a higher value of capital adequacy in the observed period. This fact leads to the conclusion th&slarger b:
were expsed to higher credit, market and operational risk, which reduce capital adequacy. This is expected informatio
considering the number of different clients that large banks serve, the number of jobs they enter into, as well abahseiize o
they mange. Below is Table 24, which contains data on the capital adequacy of the observed banks in the period from 2019
2023.
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Table 24: Total capital adequacy 2012023

TOTAL CAPITAL ADEQUACY
Ord.No BANK'S BUSINESS NAME 2019 2020 2021 2022 2023

1 Banca Infesa a.d. Beograd 21.23% 19.85% 19.29% 17.30% 19.41%
2 OTP Banka Srbija a.d. Novi Sad 20.55% 16.58% 16.88% 20.19% 20.71%
3 Raiffeisen banka a.d. B d 20.55% 19.66% 17.48% 12.92% 16.52%
4 Unicredit Bank Srbija 2.d. Beoprad 23.40% 23.90% 22.00% 21.30% 19.72%
5 NLB Eomercijalna banka AD Beograd 27.23% 28.82% 28.55% 24.62% 27.09%
6 Banka Poétanska #tedionica a.d. Beograd 27.5T% 20.27% 17.63% 16.26% 18.14%
7 | Agroindustrijsko komercijalna banka AIE banka a.d. Beograd 23. 2% 2229% 2037% 19.81% 21.17%
8 Ersle Bank a.d. Novi Sad 21.40% 19.49% 18.72% 20.58% 21.36%
- Eurobank Direktna akcionarsko druitvo Beograd nfa 24.4% 20.23% 18.72% 19.55%
10 ProCredit Bank a.d. Beograd 17.89% 16.85% 16.53% 19.06% 18.63%
11 Halkbank ad. Beograd 24.22% 21.18% 23.64% 29.99% 26.98%
12 Addiko Bank a.d. Beograd 27.05% 26.10% 26.40% 28.01% 27.53%
13 ALTA banka a.d. Beograd 26.44% 2733% 19.27% 17.23% 18.33%
14 Srpaka banka a.d. Beograd 43.76% 40.99% 31.90% 30.61% 30.59%
15 Bank of China Srbija a.d. Beopgrad 90.17% 7835% 37.48% 22.28% 42.85%
16 Mobi Banka a.d. Beograd 35.09% 28.35% 20.20% 1932% 19.37%
17 3 BANKA ad Novi Sad 26.60% 26.65% 25.48% 22.91% 23.01%
18 Adriatic Bank akci ko druiitvo Beograd 37.00% 32.88% 32.79% 37.95% 34.5T%
19 API Bank a.d. Beoprad 24.33% 30.60% 21.68% 27.67% 30.19%
20 MIRABANK a.d. Beograd 80.49% 92.80% 66.69% 79.96% 68.18%
AVERAGE VALUE 32.56% 30.87% 25.16% 25.33% 26.20%

Chart 22, which shows the average capital adequacy of commercial banks in the period from 2019 to 2023, is shown below.
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On average, all bankwaintained liquidity indicators at a level that was-2.8mes higher than the prescribed minimum. This
indicates adequate management of liquid assets. The liquidity indicator and the narrow liquidity indicator experienioed a decl
in all analysed banks during t@OVID-19 virus epidemic in 2020 and 2021. On average, these indicators started to grow only
in 2023, when they achieved values close to those they had before the epidemic. In contrast to these indicators, tleé indicatc
coverage with liquid assets grew in the observed period to reach a peak of 4.02 in 2023.

The lowest value of the liquidity indicator of 1.3 was achievedHrgté Bankain 2021, while the highest value of 7.7 was
achieved by the smallest analysed baMird BanK'. Such a high value of the liquidity indicator indicates inadequate
management of liquid assets and therefore missed earnings due to their insufficient allocation. Table 25, Table 2623and Table

are shown below, which contain data on liquidity indicatorthie period from 2019 to 2023.
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Table 25: Liquidity Indicator 20192023

LIQUIDITY INDICATOR
Ord.No BANK'S BUSINESS NAME 2019 2020 2021 2022 2023
1 Banca Intesa a d. Beograd 2.25 2.15 2.02 1.88 2.24
2 OTP Banka Srbija a.d. Novi Sad 1.99 1.51 1.8 1.86 245
3 Raiffeisen banka a.d. Beograd 1.96 231 225 2.04 237
4 Unicredit Bank Srbija 2.d. Beoprad 1.80 2.00 1.98 2.00 2.29
5 NLB Komercijalna banka AD Beograd 3.95 4.06 3.88 2.34 3.17
6 Banka Poétanska #tedionica a.d. Beograd 2.20 1.97 1.80 232 3.05
7 | Agromdustrijsko k jjalna banka AIK banka a.d. B d 2.16 2.9 24 32 3.13
8 Emtc Bank a.d. Novi Sad 1.49 1.73 1.30 211 2.10
- Eurobank Dirckina akcionarsko druitvo Beograd n'a 1.58 1.71 2.06 251
10 ProCredit Bank a.d. Beograd 2.65 233 235 2.81 3.55
11 Halkbank a.d. Beograd 212 1.89 1.93 1.95 207
12 Addiko Bank a.d. Beograd 1.87 1.67 1.69 245 2.90
13 ALTA banka a.d. Beograd 1.67 2.57 3.40 3.77 3.61
14 Srpaka banka a.d. Beograd 2.53 4.15 4.27 3.89 3.49
15 Bank of China Srbija a.d. Beopgrad 6.07 5.66 4.71 3.62 3.82
16 Mobi Banka a.d. Beograd 6.86 4.30 3.29 3.40 3.63
17 3 BANEA ad Novi Sad 4.61 5.83 3.60 4.82 4.46
18 Adriatic Bank akci ko drmitvo Beograd 2.25 2.10 298 3.65 4.45
19 API Bank a d. Beoprad 4.31 5.08 3.80 332 2.60
20 MIRABANK a.d. Beograd 7.69 7.29 7.70 3.57 333
AVERAGE VALUE 3.18 3.15 2.95 2.89 3.06

Table 26: Narrow liquidity indicator 2012023

Table 27: Liquid asset coverage indicator 202923

Chart 23, which refers to the average values of liquidity indicators in the period from 2019 to 2023, is presented below.
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