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Abstract

The aim of this paper is to present the key long-term solution for achieving
macroeconomic balance of the Republic of Serbia — the increase in exports, which
primarily helps reduce the balance of payments deficit and subsequently, via the exchange
rate channel, affects the stability of the general price level. Short-term solutions, which
include borrowing and reducing aggregate demand, are unsustainable in the long run. The
paper shows the connection between internal (inflation) and external imbalances (balance
of payments deficit), as well as the activities and measures to encourage and diversify
exports, starting from the basic features, capabilities, and limitations of the Serbian
economy.
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MOBERAIBE U3BO3A - YCJIOB 3A OCTBAPEILE
CIIOJBHE 1 YHYTPAIIIIbE MAKPOEKOHOMCKE
PABHOTEXXE PEITYBJIMKE CPBUJE

AmncTpakT

1usb OBOT HCTpaXKUBaba jeCTe Jia Ce MPHKAXKE KIbYYHO TyTOPOYHO PELICHE 3a MOCTH-
3ame MAaKpOeKOHOMCKe paBHOTexe PerryOmike Cpbuje. Peu je o mosehamy m3Bo3a koju
HajIIpe JONPUHOCH CMarberby IeHIIITA IUTATHOT OHIaHca, a TI0TOM, MPEKO KaHalia JIeBU3-
HOT Kypca JielTyje Ha CTaDHIIHOCT OMIUTEr HUBOA IieHa. KpaTkopouHa pelera, Koja yKiby-
qyjy 3a/1y’KHBamb€ U CMAmbEHE arperaTHe TPaXKHbe, HEOAPXKHUBA Cy Ha JIyTH POK. Y pajy ce
TNpHKa3yje W IOBE3aHOCT yHyTpallme (MH]arumja) u crojbHe HEepaBHOTEXE (IUIATHOOM-
JIaHCHU Ae(DUIHT), Ka0 M aKTUBHOCTH 1 Mepe 3a MOJICTHIIabe U AUBep3H(pHKALMjy H3BO3a,
nosta3ehn 071 OCHOBHHX KapaKTEPUCTHKA, MOI'yiHOCTH U OTpaHHYCH:a CPIICKE IPHBPE/IE.

KibyuHe peun: u3B03, uH(UIalMja, TIATHU OMIaHC, MAKPOEKOHOMCKA PaBHOTEXKA,
Pemry6mka Cpbuja
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BALANCE OF PAYMENTS DEFICIT AS THE MAIN OBSTACLE
FOR PRICE STABILITY

Balance of payments deficit is a very unfavorable indicator of the
perception of the ‘health status of the national economy’. Trade deficit
with other countries is the main cause of the increase in the deficit, which
in turn causes the growth of the exchange rate and external indebtedness.
The increase in the exchange rate is a result of increased imports compared to
exports, which results in increased demand in the foreign exchange market.
On the other hand, exports are paid in foreign currency, and due to its
reduction there is a reduction in supply of foreign exchange, which creates
pressure on the depreciation of the national currency.

In times of high import dependence and inflation expectations in the
national economy, devaluation of the national currency directly causes
inflation. The rise in the exchange rate makes imports more expensive by
increasing import prices in domestic currency (Graham, 1983). If the
economy does not have adequate domestic substitutes, the low elasticity of
imports will only strengthen the balance of payments imbalances due to an
increase in the value of imports. This leads to an increase in the exchange rate
transmission effect on inflation, because of more expensive foreign products
and domestic products (expensive raw materials are imported and used as
inputs in domestic production). This is the so-called direct channel of the
transmission mechanism of the exchange rate on inflation (exchange rate
pass-through to inflation).

Accordingly, it is logical to conclude that the state must respond to
suppress the balance of payments deficit, which is the main driver of
currency depreciation and inflation. While it may be beneficial in terms of
investment in productive domestic projects due to a lack of internal
accumulation, Serbia’s deficit is a consequence of financing domestic
consumption and imports.

In the short term, the sustainability of the trade deficit (and hence
current) account depends primarily on the expected inflow of foreign
direct investment, an increase in foreign exchange reserves due to cash
redemption of the people, and an increase in foreign debt (Jankovié,
2013). In the long run, it is necessary to create conditions for a permanent
increase in exports from period to period.

LITERATURE REVIEW AND METHODOLOGY

From the perspective of scientific methodology, the methodological
approach to the problem which is the subject of research is very important.
In the selection and application of a specific methodology, we were guided
by the need to ensure adequate approaches to the problem of our research in
order to achieve the main goal: understand the importance of the role of
increasing exports to for achievement of simultaneous internal and external
balance of the Republic of Serbia, and its economic growth in general.
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There are two extreme positions of authors who tried to explain the
relationship between exports and economic growth. The first group of
authors believes that exports have a positive effect on economic growth. For
example, H.V. Berg and J.R. Schmidt (1994, p. 250), O.A. Onafwara (1996,
p. 346) and D.E.A. Giles, J.A. Giles and E. McCann (1992, p. 196) indicate
that the increase in export stimulates economic growth. In other words, there
is a positive correlation between export growth and economic growth.

The second group, however, stipulates that exports do not contribute
to economic growth. Moran (1983) and Mullor-Sebastian (1988) did not
find any concrete evidence that export instability has any (significant)
impact on economic growth. They believe that the results are very sensitive
in relation to the period under consideration and the level of development
of the country. Tan (1983) and Glezakos (1983) pointed out methodological
weaknesses in the work of Lam (1980) and, using appropriate statistical
models, failed to find any statistically significant correlation between export
instability and expansion of export growth. Sinha’s (1999) study is essentially
the first serious econometric exercise that investigated the relationship
between export instability, investment, and economic growth in nine
Asian countries. The study found a negative relationship between exports
and economic growth in the case of Japan, Malaysia, the Philippines and
Sri Lanka and a positive correlation for South Korea, Myanmar, Pakistan,
and Thailand. Afxentiou and Serletis (2000) shared the growth rate of
GDP on the basis of expected and unexpected export instability on the
Bollerslev’s (1986) general autoregressive symmetric volatile model, using
time series data for 50 developing countries from 1970 to 1993. They noted
that export growth affects the growth of GDP only in the case of Indonesia
(at the level of 5%) and South Africa (at the level of 10%).

Our research hypotheses are as follows:

= Increase in exports has a positive effect on economic growth in

the Republic of Serbia;

= In the event that the increase in exports is impossible, keeping

the restrictive policy is the only solution to achieve internal and
external balance;

= In conditions of low economic activity in the largest Serbian

export markets, it is not possible for expansionary policies to affect
export growth and improvement of the balance of payments.

To establish a basis for the study of this problem, we will conduct
an empirical analysis of the measurement of changes in exports for the
analyzed period. We will first apply the method of deduction in order to show
that in the case of Serbia instability of export flow causes stagnation or
reduction in the rate of economic growth (significant correlation), while in
the later stages of the research we will apply the inductive method in order to
reach new conclusions and test our hypotheses. Correlation analysis will
cover the variables to be considered in the survey (exports, exchange rate,
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and inflation). The sources of data used in the study are the official
publications of the Statistical Office of the Republic of Serbia and the
National Bank of Serbia. The first part of the paper will highlight the
problem of financing the balance of payments deficit and the impact on
economic growth and inflation. The second part will show the impact of
inadequate economic policy on foreign imbalance. The final part will
explain the importance and determinants of improving Serbian exports in
order to achieve macroeconomic balance of the Republic of Serbia. The
survey covers a six-year period from 2008 through 2013.

Methods of Financing External Imbalance

The sources of financing balance of payments deficit are considered
for the short and long term. Short-term solutions to stabilize the balance of
payments may include borrowing from abroad and reduction (spending) in
foreign exchange reserves. These solutions are applied in cases of temporary,
seasonal, fluctuations, because constant borrowing creates the problem of
public debt, while foreign exchange reserves are not an inexhaustible
source to cover the balance of payments deficit. Experience shows that
increased borrowing may not be sustainable in the long term. This will
cause problems of the current account deficit (increased expenditure items
of income in the balance of payments on interest, dividends, etc.), while the
problems of regular financing of public debt will create a problem of
stagflation, which includes the joint action of inflation, stagnation in
production, and unemployment (Adzi¢, 2008).

The long-term solution is to implement restrictive measures of fiscal
and monetary policy. These measures are aimed at reducing aggregate
demand. Developed countries have the option of applying devaluation
(depreciation) of the national currency, which is a powerful redistributive
measure. In these countries, devaluation of the national currency is a good
way to encourage exports by improving external competitiveness.
Developing countries are very limited regarding the increase in the exchange
rate due to the high inflation expectations and the inflation rates, which annul
the positive effects of currency devaluation. On the other hand, these
economies are not able to borrow additional funds due to their low economic
power embodied in the GDP, so the only solution lies in deflationary
measures of adjustment. These measures are typical of underdeveloped
economies, as well as of developed countries that are burdened by high debt
levels. Likewise, developed countries with the adopted fixed exchange rate
regime have no possibility of independently pursuing the monetary policy, so
for them there is also no other way out. The solution is in the unpopular ‘belt-
tightening’. The conclusion is that the policy of reducing aggregate demand
is inevitable in developing countries if they do not create conditions for a
drastic increase in exports, which is the only ‘healthy’ foreign income.
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The Ratio of Exports, Inflation and Economic Growth

The situation is further complicated when the economy is
simultaneously faced with low aggregate demand and with the balance of
payments deficit and the inability to increase exports. Higher interest rates
and taxes will stabilize budget in short term and reduce aggregate demand
(and inflation), but the unemployment rate will be increased. This would be
a further discouragement for domestic economy due to deflationary
measures of adjustment. Here arises another question whether the main
cause of inflation in less developed countries is excessive demand or
inflation costs (Markovié, 2014, p. 194).

The only way out of this vicious circle is to increase exports, i.e. to
implement measures and activities from an export promotion strategy
(Kamin, 1988). In addition to eliminating external imbalances, increasing
exports is the key to achieving monetary (price) stability through the
stabilization of the exchange rate, due to the increased inflow of foreign
currency on that basis (IMF, 2013). Exports are also an important generator
of economic growth in many countries. The importance of exports for
economic growth and price stabilization (through the exchange rate channel)
in the Republic of Serbia is presented in Figure 1, which shows the
relationship between exports, economic growth, and inflation, as well as key
macroeconomic indicators. The data show that the decrease in exports
adversely affected growth. For example, in a crisis year, 2009, a negative
growth in exports of 16.5% occurred, which resulted in a decline in economic
growth rates as high as 3.5%. A similar situation happened in 2012. On the
other hand, in 2013 strong export growth of 21.5% caused the highest rate of
economic growth since the crisis began (2.5%). This was further aided by a
record low inflation rate of only 2.2%. Monetary stability is a prerequisite for
the preservation of price competitiveness of exports in international markets.
The highest rate of increase in exports occurred precisely in 2013 when it
recorded the historically lowest inflation rate in Serbia.

The rates of change of the analyzed macroeconomic indicators
30
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Figure 1. Rates of change in exports, economic growth, and inflation in
the Republic of Serbia from 2008 to 2013
Source: Authors’ systematization based on the data from the National Bank of
Serbia, 2014
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INFLUENCE OF INTERNAL ON EXTERNAL IMBALANCE

Internal imbalance, reflected in the increase in inflation, i.e.
aggregate demand, has a negative effect on the external balance, as well.
Let us first look at the following relationship:

(T-G)=(X-M),
where:
T — Public revenues, i.e. taxes as the dominant form of government revenue,
G — Public expenditures,
X — Exports,
M — Imports.

From the previous relations it is clear that increased public spending
implies higher imports than exports. In terms of balance of payments deficit
(M>X), the state needs to increase revenue and/or cut spending (assuming
equal private savings and investment). The current account deficit means
that in the past the government spent more than it produced; hence, in the
following time interval it needs to reduce spending in order to achieve
external and internal balances. In terms of the lack of production that is
characteristic of Serbia, the only solution is to reduce public spending. This
is also because an increase in some categories of taxes may discourage the
private sector, which is the driving force of development of each country
and a financier of all segments of society.

On the other hand, expansionary fiscal policy deepens the external
imbalance, increasing the balance of payments deficit in terms of the
inadequacy of domestic production, i.e. the lack of domestic substitutes.
The increase in aggregate demand will in this case be used to purchase a
significant contingent of imported products. In addition, inflation reduces
the price competitiveness of the national economy. Manufacturers want to
sell in the domestic market (which is highly monopolized in Serbia) due
to the possibilities of higher prices and consequently an increase in
revenue. Inflationary trends in the country reduce the real exchange rate,
which is a key indicator of export competitiveness (Miljkovi¢, 2002).

The Keynesian prescription for exiting the crisis implies an
increase in aggregate demand in order to revive production in the country.
However, a huge number of products on the Serbian market are imported.
Therefore, the increase in demand would favor only importers, and this
will create further upward pressure on the exchange rate due to the
increased demand for imports. Stabilization of the exchange rate and
inflation require reduction of absorption, primarily in public spending,
because personal consumption is extremely low, while investment in the
long run is not a problem from the standpoint of increasing inflation, and
investments are very important for the economic growth of a country.
High public spending adversely affects the maintenance and improvement
of the Serbian economy’s competitiveness.
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In times of crisis the country cannot endure more expansionary
fiscal policy to stimulate exports and improve the balance of payments.
This is shown in Figure 2, which illustrates the relationship between the
internal and external macroeconomic balance. This example leads to a
similar conclusion. The expansionary fiscal policy (e.g. an increase in
public spending) leads to an increase in aggregate demand from level DD
to level DD;. The graph curve DD shows how a change (increase) in GDP
affects the level of aggregate demand, as opposed to the classic aggregate
demand curve that shows the relationship of the GDP and the general price
level, i.e. the level of aggregate demand at a given combination of GDP and
the general price level. As there is a direct correlation between Y (GDP)
and aggregate demand (increase in Y, by definition, increases all forms of
spending to a greater or lesser extent), the slope of the curve DD is positive,
in contrast to the classical curves and in terms of the observed variables.
Greater or smaller inclination depends on how much the increases in
aggregate demand are directed towards domestic and how much towards
imported products. Namely, after the increase in public spending, the
economy is at the point A; (point of equilibrium in the goods market), i.e.
at the intersection of the new aggregate demand curve and the line of
balancing production (output) and consumption, which forms a 45° angle
with the abscissa. In contrast to these curves, the aggregate demand curve
is more elastic, because the increase in income by 1% increases the
demand for domestic products by less than 1%, because a portion of
domestic demand goes to imported products. The less elastic the curve is,
the greater is the effect of an increase in aggregate demand on the current

DD Y=DD

A/ Iy

b

Figure 2. The effect of an increase in aggregate demand
on the balance of payments
Source: Miljkovi¢ & Vuckovié, 2006
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account deficit. With the growth of income (aggregate demand) there is an
increase in imports. This can be seen in the lower segment of the displayed
chart. In times of crisis, foreign demand for domestic products is reduced
due to the reduction of foreign real income. In the example of Serbia, the
situation is further complicated because of a huge contingent of foreign
products followed by price and non-price uncompetitive exports. Therefore,
in such circumstances it is wrong to pursue expansionary policy, as it
deepens the current account deficit (the economy moves from point B to
point B;). The conclusion is that unfavorable developments in export
markets adversely affect the possibility of improving exports.

Given these effects of expansionary fiscal policy in crisis situations
and in times of high import dependence and inadequate supply of exports,
output is to be found in the increase and diversification of exports, which
will be discussed in more detail in the next section. Implementing a
restrictive fiscal policy is the only remaining solution to reduce the current
account deficit if there is no possibility of increasing exports, which can be
disastrous in terms of low aggregate demand in the country. Thus, policy
makers, while acknowledging the situation in the country during the planning
of economic growth, must also take into account the global economy.

EXPORT PROMOTION — A KEY STRATEGIC GOAL OF THE
REPUBLIC OF SERBIA

In order to avoid a reduction in aggregate demand that leads the
economy into stagflation (simultaneous rising inflation and unemployment
and the decrease in the rate of economic growth), increase in exports is the
only long-term solution to achieve the overall macroeconomic balance, as it
will reduce depreciation pressures and transfer effects of increases in the
exchange rate on inflation.

The increase in exports stabilizes the exchange rate, which in turn
contributes to price stability. This means that exports represent a major
factor in achieving simultaneous internal and external balance. Likewise,
the increase in exports of goods and services is imposed as a necessity
due to the obligation to establish a sustainable growth of foreign exchange
earnings, which would be sufficient to service the foreign market properly
and pay the required import (Kovacevi¢, 2006, p. 492). The increase in
production, employment, and standard of living requires high and stable
growth rates in exports over time. Therefore, we will examine below the
main incentive factors for Serbian exports.

Increasing the competitiveness of exports is the main factor of
export increase of our country. Export competitiveness should vary between
price and non-price competitiveness. Price competitiveness is achieved by
lower production costs, by reducing the value of the national currency, etc.
It is characteristic of less developed countries, as well as of countries at



1191

an early stage of development, where the main development factors are
the low cost of labor and natural resources. If the country does not
advance to the next stage of development over a certain period, this can
lead to depletion of natural resources (extensive economic development).
Therefore, it is of paramount importance to exploit resources on the basis
of an increase in the export of primary products, as industrial development
and the development of the service sector should be permanently present.
Many highly developed countries have a highly developed industry, which is
the engine of economic development. Development of agricultural
production only is a prerequisite for economic development at an early stage.

Competitiveness shows the success rate of the national economy in
the global market. At a lower level of development of a society, price
competition is dominant. The country competes in the international market
through low prices of products. The next stage of development must
involve an increase in production efficiency and product quality. The aim is
to achieve a more efficient spending of the factors of production. However,
bearing in mind the characteristics of modern markets, non-price aspects of
competition such as quality, design, packaging, distribution channels, etc.
are increasingly valued. Development is based on innovation, while educated
workforce and introduction of new technologies play a key role. Sustainable
growth in exports can now be realized only through the creation of the
abovementioned conditions. Although prices have less importance for
explaining competitiveness in contrast to earlier periods, they are still an
important factor for standardized products, as well as for countries with low
per capita income (Jefferson Institute, 2003). The importance of price
competition is aided by the fact that a large number of people live in
developing countries. In times of crisis, price competitiveness takes on added
importance due to the decrease in the purchasing power of the population.
Today, especially in highly developed economies, non-price competition is
prioritized.

Foreign direct investments are of great importance in terms of
further export growth and improvement in the balance of payments of the
Republic of Serbia. These investments are a significant tool for increasing
production and exports. Investments act in two ways: affecting the increase
in exports (reducing the current account deficit) and the increase in capital
inflows. In addition, they entail the use of modern equipment involved in
the production and play a significant role in fostering balanced regional
development and, most importantly, they do not increase the external debt
of the country. Foreign direct investments will increase budget revenues
through higher amount of total income tax, profits tax, and value added tax.
High labor costs are one of the most serious limiting factors for attracting
foreign direct investments. The most important form of foreign direct
investment from the perspective of the host country is the establishment of
an entirely new company. Thanks to these investments, many countries
significantly reduce the balance of payments deficit.
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In order to increase competitiveness at the national level in Serbia,
it is necessary to create a stable legal environment, to invest in education,
and to ensure the full implementation of the Law on Competition. The
creation of organizations for the promotion of exports, stimulating
banking institutions to finance export-oriented programs and projects, as
well as the involvement of the Chamber of Commerce, are some of the
ways to improve Serbian export activities. In the previous period this
achieved certain price stability and reduced inflation expectations, so it is
necessary to review the decision on further reduction of the benchmark
interest rate. This is because high interest rates limit the financing of
export-oriented production.

The National Bank of Serbia should pursue a consistent policy of
stable exchange rate, because many studies have shown that the
stabilization of the exchange rate suits all business entities, including the
state. The increase in the exchange rate, due to inadequate economic
structure, quality, and insufficient stocks of goods for export will have no
effect on the increase in exports. There will only be an increase in the
inflation rate, taking into account the transmission mechanism of the
exchange rate on inflation, which is very strong in Serbia, due to the
inflationary trends (Markovi¢ & Markovi¢, 2014). Furthermore, due to
the low elasticity of export supply, the effects of the national currency
depreciation to improve the state of the balance of payments will be
negligible. The correlation between the rate of change in the real effective
exchange rate (which is the best indicator of external competitiveness)
and exports is shown in the following chart. The correlation coefficient
between these values is negative and amounts to -0.20.

The impact of the real effective exchange rate on the
export of the Republic of Serbia
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Figure 3. Rates of change in the real effective exchange rate and exports
of the Republic of Serbia from 2008 to 2013
Source: Authors’ systematization based on the data from the National Bank of Serbia
Note: The increase in the real effective exchange rate indicates an increase in the
competitiveness of exports and vice versa.
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The exchange rate is the variable that predominantly affects foreign
trade, since it affects the external competitiveness of a country (Burda &
Viplos, 2012, p. 368). When certain conditions are present, many countries
can stimulate exports through undervalued national currency, reducing the
price of exports denominated in foreign currencies. Conditions that must be
met in order to practically realize this economic rule are explained by the
Marshall-Lerner theorem. According to this theorem, the increase in the
exchange rate will improve the condition of the balance of payments if the
sum of the elasticity of exports (foreign demand for domestic exports) and
the elasticity of imports (domestic demand for imports) is greater than one.
Under these conditions, a country with a balance of payments deficit will
be able to balance the balance of payments by increasing exports, due to the
rise of the exchange rate in the foreign exchange market.

In the case of Serbia, the conditions of the Marshall-Lerner theorem
are not met. The elasticity of foreign demand for domestic exports is small,
because the Serbian products in foreign markets are not competitive due to
low quality. In addition, there is the low elasticity of domestic supply of
exports due to poor structure of export products and small stocks of
products for export. High rates of inflation reduce the real exchange rate,
which is an indicator of external competitiveness of the economy in the
long run, and thus annul the effects of an increase in the nominal exchange
rate. In addition, there is the inelasticity of domestic demand for imports.
Due to the lack of domestic substitutes and due to energy import dependence,
the growth rates of imports in domestic currency will not drastically reduce
imports. In this case, there may even be an increase in the value of imports
and further deepening of the current account deficit. Empirical findings show
a weak or even negative relationship between currency depreciation and the
value of exports in Serbia. Consequently, it is logical to assume that the
stable exchange rate is the only solution, bearing in mind these characteristics
of Serbian economy. Therefore, the National Bank of Serbia adopts a more
restrictive monetary policy in order to achieve monetary stability.

It is important to note that, in addition to export incentives,
diversification of exports is also needed for the development of Serbian
economy. In the case of dominance of agricultural products for export, an
adequate foreign exchange inflow will not be realized. This is because
agricultural product prices drop faster in conditions of low conjuncture, and
grow more slowly in terms of economic revival. In the short term, a higher
share of primary products may be a factor of increased exports, but in the
long term it is expected that products with a higher degree of processing and
technology will have a higher share of total exports. Likewise, diversification
of export structure neutralizes the effects on the balance of payments. If
demand for certain products is reduced, other export products can reduce
(compensated) loss. In addition to the diversification of exports of certain
products (product diversification), geographical diversification is also
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needed. Excessive export orientation towards (some, individual) countries
poses a higher risk (e.g. almost 60% of the total Serbian exports is sold in the
European Union). If the country that exports many domestic products fell
into a recession, the demand for these products would be reduced and there
would be a drastic deterioration in the balance of payments. Otherwise, a
greater geographic diversification of exports stabilizes foreign currency
income.

Serbian export is characterized by a high share of food in total
exports (an average of 23%). Raw materials and production materials
(products with lower levels of processing) are predominantly involved in
exports, which is characteristic of underdeveloped countries (Nacionalna
strategija privrednog razvoja Republike Srbije, 2006, p. 71). These are
predominantly primary products that do not deliver significant foreign
exchange inflows. The fact is that tradition, availability of natural resources,
and geographical position of the Republic of Serbia favor agricultural
production. However, this should by no means become an excuse for
neglecting the highly accumulative sectors of the economy, such as industrial
production of the highest level of processing and new services based on
modern technology (computers, IT services, etc.).

Agricultural foreign trade in Serbia, which constitutes one quarter
of total exports, with very high coverage of imports by exports and a positive
balance, which accounts for about one tenth of the overall exports with a
very dynamic increase in export value of certain important commodity
groups, undoubtedly has serious potential for development, balance
balancing, and overall macroeconomic and social stability (Milanovi¢,
Stefanovi¢ & Vicentijevi¢, 2013, p. 304). Long-term export orientation of
agriculture is therefore a basic requirement for the increase in the overall
efficiency of agro-industrial production and its rapid integration into the
European (and global) market (Markovi¢, 2010). Serbia has a net export
potential of agricultural production and processing, which is not sufficiently
valorized in terms of the lack of development and export strategies and
appropriate stimulation of economic policy. In 2013, there was a recovery
of the automotive, petroleum, and chemical industries. Road vehicles now
occupy the largest share in exports. This, in turn, significantly increases the
export of these products compared to 2012. In addition, there was an
increased diversification of exports, as well as a significant reduction in the
deficit due to the relative decrease in imports. Further increase in exports to
the Russian Federation is very important considering the fact that those are
the products of higher stages of processing, as opposed to mainly primary
products placed on the EU market (although these are countries with higher
purchasing power).
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CONCLUSION

The main task of every state is the realization of internal balance,
which is reflected in the stability of the general price level, and external
macroeconomic balance, embodied in the balance of balance of payments.
The essential conditions for the realization of the above objectives in Serbia
are significant increase in exports, change of the structure of exports, and
stimulation of foreign direct investment. This requires an increase of the
overall competitiveness of the Serbian economy.

There is a strong connection between external and internal economic
imbalance. The current account deficit is the main trigger of external
imbalance, but through the exchange rate channel and other mechanisms it
also acts on the expression of high inflation. On the other hand, inadequate
macroeconomic policy (generally expansionary fiscal and monetary policies
in certain features of the domestic and international economy) creates a gap
between imports and exports and increases the current account deficit.

In theory, there are several ways of combating external imbalances.
One way is to increase the debt, which is not sustainable in times of high
rates of public debt. The reduction in reserves is not advisable in the long
run because they must be constantly maintained at a level that is required
for payment from six to three months of imports, in order to secure
external liquidity and monetary stability. Therefore, the only solution is
an increase in exports, which is often combined with attracting significant
value of foreign direct investment. Unfavorable performances of the
Serbian ‘diamond of national competitiveness’ stress the necessity of
creating a long-term strategy to increase the competitiveness of the
economy. This can only be achieved by redefining the economic system
oriented towards creating an enabling institutional environment. That
basically implies a synchronized effect of monetary and fiscal policies to
attract foreign direct investment, and investment and foreign trade policies
for improving the export promoted economy. To achieve simultaneous
internal and external balance, it is necessary to harmonize monetary and
fiscal policy as the most important segments of economic policy (Mundell,
1962). With the necessary real exchange rate, correcting distortions in the
system of prices of goods and factors of production and the structural
adjustment of the economy, it is possible to fix the structure of Serbian
exports, and move from production of lower levels of processing and
primary products to the production of higher processing levels and the
highest stage of finalization, with geographical diversification of exports.
The aim is, therefore, to provide not only the maximum use of export
potential that is valorized successfully in the global market, but also to
radically alter the profile of the domestic economy.

If this is not possible in the short term, painful deflationary
adjustment, in the form of reduced aggregate demand, will be a necessity.
In this case, fiscal policy will be the holder of customization, giving the
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largest contribution to the elimination of macroeconomic imbalances.
Limiting the growth of public spending would allow a reduction in aggregate
demand and indirectly reduce the balance of payments deficit and inflation.
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INIOBERAIBE U3BO3A - YCJIOB 3A OCTBAPEILE
CIIO/BHE U YHYTPAIIILE MAKPOEKOHOMCKE
PABHOTEKE PEITIYBJIUKE CPBUJE

Mmunan Mapkosuh, UBan Mapkosuh
Vuusepsuret y Humy, Exonomcku dakymrer, Hum, Cpouja

Pe3ume

Jedurmur mratHor OMilaHca mpeacTaBiba TNIaBHH MPOoOJieM ca KojuM ce cycpehe
cpricka npuspena. To cTBapa IPUTHCKE Ha Maj BPeAHOCTH JoMahie BaixyTe u uHIIa-
1]y, ITO OHeMoryhaBa OCTU3abe YHYTPAIIHE U eKCTEPHE MaKPOSKOHOMCKE PaBHO-
Texe. JleduuuT rulatHOr OMilaHca ce He MOJKE TOKPUBATH JOJAaTHHM KPaTKOPOUYHHM
3aIy’KUBambEM, jep je TO HEOJP)KHBO y yCIOBMMa BHCOKOT jaBHOT myra. Takobe, ne-
BU3HE pe3epBe ce KOPHUCTE caMo 3a KPaTKOPOYHY CTa0min3anujy. YBO3HA 3aBUCHOCT
npuspeze (y yciaydajy eHepreHaTa ¥ BUCOKO TEXHOJIOUIKHX MPOM3BOA) jeCTE pa3jior
3aIITO Ce MOPacT AEBU3HOT Kypca Op30 MpEeHOCH Ha WHQIIAIM]Y HPEKO TPAHCMHUCH-
oHOTr Mexanm3Ma. Y CpOuju MO3UTHBHA KOpenaiuja u3Mel)y HuBoa JeBU3HOT Kypca U
M3BO3a NPAKTHYHO HE MOCTOjH, TAKO Ja CE JIcBalIBalja HALOHAIHE BAIyTe HE MOXKE
KOPHCTHTH Ka0 CPEJCTBO 32 OTKJIambamke INIaTHOOMIAHCHE HepaBHOTexke. PexykoBame
arperaTHe TPaXIkE je O OrPOMHE BaKHOCTH 32 MAaKPOEKOHOMCKY CTa0WIM3anyjy.
Mehytum, 300r penaTHBHO HHCKE arperatHe Tpaxme y Penmyomunu Cpouju, To Ou
M3a3BaJIO MOTITYHH KOJIAIIC IPUBpPEE, Ia ce Kao jelHHa CONyLHja 3a CMambemke 1edu-
IIUTa IJIATHOT OmiaHca mpemiaxe nosehame u3Bo3a. McTpaxkuBame mokasyje 1a je y
ycnoBrMa HeMoryhHOCTH noBehama M3B03a Y KPpaTKOM POKY jEIMHO PEIICHe CMambe-
e jaBHE MOTPOIIKE, Kako Ou ce, u3Mely ocranor, cMammia TpaKmba 32 YBO30OM J0-
Oapa, IOK ce WHBECTHIIMOHA TOTPOIIHa OOMYHO HE CME CMAamWBaTH jEp jeé OBaj BHUI
MOTPOIIHE OUTaH 32 MPUBPEIHU Pa3BOj 3eMJIbE.

H3B03 mpezcTaBiba KJbYYHH TeHEpaToOp IUIATHOOMIAHCHE PaBHOTEXE, KOja MPEKO
cTabuin3anyje JeBU3HOT Kypca Jellyje Ha MOHeTapHy cTaOuiHOCT. OCHOBHM YCIIOB
3a noBehame M3B03a, Ka0 CTPATEIIKOr I[HJba 3a MMOCTH3amhe CTAOMIIHOCTH IIeHa U pa-
BHOTEXE IUIaTHOT OMiaHca, jecte MoOoJblIamke M3BO3HMX IepdopmaHcu PemyOuke
CpOuje, ka0 M aTpaKTUBHOCTH Y TPUBIIAYCHY CTPAHUX JUPEKTHUX MHBECTHUIIH]a, IIPe
CBETa Y M3BO3HO OPHjEHTHCAHUM ceKToprMa npuspene Cpouje.

IToBehame n3B0O3a OCTBapyje ce pa3HUM MOACTUIIAJHUM MepaMa Koje cy pasmarpa-
HE y OBOM HCTpaxkuBamwy. [I0ACTHIAE HHBECTHUIN]A, HELICHOBHE KOHKYPEHTHOCTH M
noBehame cTeneHa nmpou3BogHe U reorpadceke quBep3udUKalMje n3Bo3a jecy OUTHH
3a yHanpelheme M3B03a, Kao IMIABHOT Pa3BOJHOT MMIIyJica CKOpO CBake mpuBpene. Ja-
Yamke CeKTopa MalMX U cpelmbux npenyseha monpuHocu nosehamy KOHKYPEHTHOCTH
m3Bo3He noHyne Cpouje. HemoBosbHa cekTopcka U reorpadcka CTpyKTypa U3B03a, Tj.
BHCOK CTENeH KOHIEeHTpaluje n3Bo3a (oko 60% H3BO3a ce IulacMpa Ha TPXKHIITE
EBporicke yHHje) Mopa ce peBa3uhn y HapeHOM MepHo/Iy MyTeM reorpadceke auBep-
sudukanmje n3Bo3a. M3Bo3 Ha pacryha tpxumra (Pycuja, Kuna) 3axTeBa nosehame
TEXHHYKE ONPEMIBEHOCTH Y 3eMJBH.

V ycnoBuMa BHCOKOT OylieTckor JedHuunTa JOBOJM ce y muTame MoryhHoct na-
Bama pa3HUX (UCKATHUX MOJCTHIAja M OeHedHIHMja Kako OM ce MOACTaKao HM3BO3.
Crumynucame M3B0O3a myTeM moBehama JAEBH3HOT Kypca HHje Moryhe 36or somier
KBaJIUTETa U HEJOCTaTKa CepTH(UKOBAHUX MPOU3BOJA. 3aTO Ce KA0 HEKU O] L[JbeBa
HaBoze noBehame MPOIYKTUBHOCTH, PUMEHa CaBPEMEHHX METO/a YIpaBJbakba, KO-
puihiere MOJEPHUX TEXHOJIOTHja, UTI.



