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Abstract

This paper analyses the influence of macro-environment on the efficiency of small
and medium-sized enterprises (SMEs) in the Republic of Serbia (RS) in period from
2004 to 2021. The aim of the paper is to identify the factors that have a positive impact
on the SMEs’ business i.e. encourage their development, as well as factors with negative
impact which limit their further growth. Our starting assumption is that the macro-
environment has a positive impact on the development of SMEs due to the fact that
number of SMEs and number of their employees and their business performances has
been constantly increasing throughout the observed period. By applying regression
method, on the sample of 75,000 SMEs (in 2004) to a sample of 109,000 SMEs (in
2021), impact of legal-political, economic, social, technology-related factors on ROA of
SMEs in RS is examined. The results show that political instability and inefficiency in
relation to the law application are a great hindrance in the development of SMEs in the
Republic of Serbia, while the continuous growth of the economic activity (accompanied
by an increase in the standard of living), social change (accompanied by collective
welfare) and technological improvement have positive effect on the efficiency of SMEs
in RS.
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AHAJIN3A YTULHAJA MAKPO OKPY/KEIbA
HA EOPUKACHOCT MAJIUX U CPEAIBLUX ITPEAY3ERA
Y PEITYBJIMIIN CPBUJHU

Arncrpakr

VY pamy je WCHHTHBaH YTHIQ] MaKpOEKOHOMCKOI aMOWjeHTa Ha edukacHOCT
Manux u cpenmux npenyseha (MCII) y Pery6Gummu Cpouju (PC) y neprony ox 2004.
1o 2021. rogune. um je 6uo ma ce uaeHTHGUKYjY GakTopu KOju MMajy MO3UTHBAH
yTtuuaj Ha nocnosake MCII, Tj. mpencrasibajy NOACTHIIAjE BUXOBOT pa3Boja, Kao U
(akTopu uuju je ytunaj Ha mocioBame MCII HeratuBaH, Tako Ja HPEACTaBIbAjy
orpannueme. [lonaszHa mpermnocTaBka paaa je Omna 1a je MaKpOEKOHOMCKH aMOMjeHT
noactuiao pa3soj MCII, ¢ 063upoM Ha YULECHUILY Ja Ce BUXOB Opoj, Opoj 3amocie-
HHX Y bUMa U OCTBapeHe neppopmance KoHcTaHTHO noBehaane. [IpumeHoM Metona
perpecuoHe aHanuse, Ha y30pky oa oko 75.000 MCII 2004. no 109.000 MCII 2021.
TOAVHE AHAIM3UPaH je YTUIAj 3aKOHCKO-TIOJIMTUYKUX, EKOHOMCKHX, COLHMjATHHX W
TEXHOJIOIKHX (hakTopa Ha ePUKACHOCT MOCIOBamka (MEPEHY NMPHHOCOM Ha yJiarama)
MCII y PC. PezynTatu cy mokaszajiu Aa Cy HOJIUTHYKA HECTAOMITHOCT U Hee(PUKaCHOCT
MpUMEHe 3aKOHa MpEACTaBJbald BelMKa orpannuema pasBoja MCII y PC, mok cy
KOHTUHYUPAHH PacT NPUBPEAHE aKTHBHOCTH, MpalieH pacToM >KUBOTHOT CTaHAapAa
CTaHOBHHUILTBA, yHarpehema y coumujanHoj chepu mpaheHa XyMaHHM pa3BojeM CTa-
HOBHHMIITBA U yHanpelheme TeXHOJIOTHje MOACTUIAjHO JSIOBAM Ha e(UKACHOCT II0-
cioBara MCII y PC.

KibyuHe peun: Maia i cpeiirba npe/y3ehia, 3aKOHCKO-TOJIUTHYKH (HaKTOPH, EKOHOMCKH
(haxTopH, corHjaTHu (HaKTOPH, TEXHOJOMIKA (HaKTOPH.

INTRODUCTION

SMEs are extremely important both in developed and developing
countries and in countries in transition. What best proves this statement is
the fact that, on a global level, SMEs make up about 90% of all enterpris-
es, employ over 50% of the entire global workforce and comprise up to
55% of the GDP in developed countries (World Trade Organization,
2022, p. 4). For example, in 2022, the EU had a total of 24.4 million of
SMEs out of which 1.32 million were small and 202,278 were medium-
sized enterprises (Statista, 2023a). A total of 84.75 million workers were
employed in these types of enterprises — to be exact. 65.5 million workers
were employed in small, and 20.3 million workers were employed in me-
dium-sized enterprises. Germany is the leader in this field, as it has
around 16.5 million people working in these types of companies. On the
other hand, Malta has the fewest employees in SMEs in the EU — a total
of 155,375 employees (Statista, 2023b). Overall, SMEs in the EU make
up 99.8% of all enterprises, and their intake in the employment rate is
64.4%, while it is 51.8% in created value (European Commission, 2022,
p. 6). When it comes to the Republic of Serbia, in 2022, SMEs made up
99.9% of all economic entities (Ministry of Economy of the Republic of
Serbia, 2022, p. 12, Mijic et al. 2018, p. 110). This stands to show their
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importance in the development of the economy, which is considered to be
a general trend in the last 20 years. Namely, in 2022, the SME sector em-
ployed 965,000 workers, which is 20% more than in 2015. Considering
the number of employees in large companies, in 2022, there were 85%
less employees in these types of companies as compared to employee
numbers in the SME sector; in 2015, there were even less people em-
ployed in large companies (91% less than in the SME sector). Moreover,
in 2021, small enterprises achieved a revenue of 168,824 million RSD,
with a 5% growth rate, while small enterprises achieved a 16% lower pos-
itive net revenue. The overall turnover in the SME sector in 2021 was
more than 22% higher to that achieved in 2019, while the overall gross
value added was 30% greater. Gross value added per employee in the
SME sector in 2021 was 1,712.9 RSD, while in 2019, it was 1,375.2
RSD, which is a 25% increase. The export of goods in the SME sector in
2021 increased by 22% as compared to that achieved in 2019 (763.5 bil-
lion RSD — 931.7 RSD), while the value of import grew by 24% (1,401.7
billion RSD and 1,738.7 billion RSD, respectively) (Statistical Office of
the Republic of Serbia, 2023).

The macro-environment in which the SMEs operate has a rather
important role in their development. The environment can be stimulating
and encourage the establishment of new businesses and the development
of existing ones, or it may have a limiting effect. In the last few decades,
the EU has carried out a number of incentive measures in order to enable
the development of this sector, which led to an increase in the number of
SMEs and their share in both GDP and employment rate. The develop-
ment of this sector in RS occurred after certain political changes took
place (back in 2001). Having in mind that the number of SMEs in RS (as
well as the number of people employed in these types of companies) has
only been increasing from that point on (Statistical Office of the Republic
of Serbia, 2001-2022), one can assume that the macro-environment in RS
has improved, and has represented a stimulus to the development of
SMEs during the observed period. On the other hand, if the data from cer-
tain segments of that environment (such as high level of corruption, prob-
lems related to starting and managing a business caused by a number of
administrative procedures) (World Bank, 2023a) is considered, there is an
impression that the macro-environment in the Republic of Serbia is unfa-
vourable and it limits the development of SMEs. This creates a dilemma
over the actual effect of the macro-economic environment in RS on its
SMESs’ business. The aim of this paper is to solve this dilemma through
the analysis of the impact of legal-political, economic, social and tech-
nology-related factors of the macro-environment on the business efficien-
cy of SMEs in RS for the period between 2004 and 2021. More precisely,
the aim is to understand the situation and identify those elements of the
macro-environment which stimulate and have a hindering effect on the
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development of SMEs in RS, in order to provide recommendations for the
creators of macro-economic policies (and thus contribute to the improve-
ment of the situation in the future).

The paper first offers a review of relevant literature on the effect of
the macro-economic environment on SMEs business efficiency. The
following part presents the methodology, the obtained results and their
discussion. The final part of the paper provides concluding remarks.

LITERATURE REVIEW

There is a large number of studies which deal with the impact of
the macro-economic environment on SMEs’ business (Indris & Primiana,
2015; Sarwoko & Frisdiantara, 2016; Ajayi, 2016; Akpoviroro & Owotu-
tu, 2018; Adewole & Umoru, 2021, Kralova et al., 2021), from different
aspects. This paper will apply the PEST concept. This is an analytical
concept which groups the factors of the macro-economic environment in-
to following segments: legal-political, economic, social, and technology-
related factors (Maria & Maria, 2023, p. 4).

Politics, laws and regulations which are applied in a particular
country can encourage and facilitate the operations of SMEs. On the other
hand, they can be rather huge barrier for SMEs development and success
(Ajayi, 2016). In their study, Belas et al. (2020) concluded that the stand
of governing political parties, the media and public opinion, as well as the
stand of institutions run by the government jointly affect the operations of
SMEs. Similar conclusions were drawn by Adewole and Umoru (2021),
who also stated that the mentioned macro-environment institutions: con-
tribute to the regulation, coordination and the control of the ‘behaviour’
of business entities; provide help to SMEs in adjusting to changes; and
minimise the risks and the level of uncertainty in business operations.
Moreover, the stability of the legislative system and an adequate imple-
mentation of laws can reduce the chances of certain legal inconsistencies
and risks occurrence, whose effects, naturally, cannot be ignored by
SMEs, and from which they cannot fully protect themselves (Virglerova
etal., 2020, p. 2; Eierle et al., 2022, p. 97).

Beverelli et al. (2018) conducted an empirical research in which
they proved that the rule of law and the efficiency of national institutions
have a statistically significant impact on the efficiency of a national mar-
ket (stimulating free competition, preventing unfair competition, and pre-
venting market monopoly) which directly affects the efficiency of SMEs.
Furthermore, they stated that the same factors hugely affect SMEs’ com-
petitiveness on international markets (Beverelli et al., 2018). Minovic et
al. (2021) have investigated the effect of the quality of institutional
measures (corruption control, rule of law, political stability and the ab-
sence of violence, and government efficiency) on SMEs’ efficiency and
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the growth of GDP in the countries of South Eastern Europe (observed in
the time period between 1996 and 2016). Their results show that political
instability and lack of corruption control have a negative effect on SMEs’
business and GDP.

Research conducted in RS has shown that the institutional envi-
ronment in RS as a political situation has had a negative trend in the last
couple of decades. Djukic (2013) says that “what is precisely lacking in
terms of reforms and economic development in RS is the governance” (p.
177). Minovic and Stevanovic (2021) have analysed the institutional en-
vironment in RS for the time period between 1996 and 2019, taking into
consideration the following indicators: voice and responsibility, political
stability and the absence of violence, government efficiency, regulatory
quality, rule of law, and corruption control. They show that, throughout
the entire observed period, the average value of all indicators was been
negative, with rule of law having the biggest negative impact, followed
by political stability and the absence of violence and corruption control.
In line with these conclusions the assumption is that the legal-political
system has a negative effect on the development of the SME sector in RS.
Therefore, our first hypothesis (H1) is:

The institutional environment has a negative impact on efficiency,
and limits the development of the SMEs sector in RS.

Economic factors refer to the value of GDP, fiscal and monetary
policy, unemployment rate, inflation rate, capacity utilisation, exchange
rate, economic growth, public expenditures, and economic stability (Ma-
ria & Maria, 2023, p. 5, Lekpek & Sabotic, 2023, p. 318). Previous re-
search has shown that the stability of the economic system is one of the
key factors affecting the operations of SMEs (Virglerova et al., 2020, p.
2). Empirical research shows that economic indicators (inflation, interest
rate, exchange rate, unemployment rate) have a significant effect on
SMEs performance, while monetary policy and people’s consumption do
not have a statistically significant impact (Nnenna et al., 2020; Dvorsky et
al., 2020). Bekeris (2012) concludes that unemployment has the biggest
effect on SMEs profitability; in this type of situation, SMEs can hire qual-
ified workers for less money, which would then have a positive effect on
their financial performance.

When it comes to Serbia’s economic environment, the last decades
have had positive trends. According to WB data (World Bank) and the
Doing Business report, the business environment in the Republic of Ser-
bia has drastically improved. For example, in 2006, the Republic of Ser-
bia ranked 92" globally, while it occupied the 44™ place (out of 190
ranked countries globally) in 2020 (World Bank, 2020). According to the
World Economic Forum data presented in the form of a Report on global
competitiveness, the Republic of Serbia has experienced significant
change in terms of improvements with the issue of competitiveness; how-
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ever, certain problems still remain. The most problematic factors in rela-
tion to SMEs’ business in RS are: taxes (which are rather high), ineffi-
ciency in relation to state bureaucracy, the lack of external sources of fi-
nancing and high level of corruption, access to financial services, techno-
logical advancements at company level, innovation capacity, and invest-
ment in R&D at company level. The Report on global competitiveness for
2019 places the Republic of Serbia in 72" place on the list of 141 ob-
served world economies (World Economic Forum, 2019). Besides the
numerous problems that remain in the economic sector, it can be con-
cluded that certain positive results have been achieved in the previous pe-
riod in relation to the enhancement of the quality of the business envi-
ronment. Therefore, the second hypothesis (H2) is:

Economic factors have a positive effect on efficiency, and repre-
sent a stimulus to the development of SMEs in RS.

Social factors include the values, beliefs, habits and public opin-
ions which shape an individual’s personality, national culture and social
system, which determine their preferences and the inclination towards
certain products and services (Ajayi, 2016, p. 162). Moreover, these fac-
tors include the healthcare system, social culture and the population’s ed-
ucation.

Sarwoko and Frisdiantara (2016) conclude that individual man-
agement factors of SMEs i.e. those factors referring to the manag-
er’s/owner’s education, experience, motivation, family heritage, personal
traits and competencies, affect the growth of SMEs. The aim is to make
use of these individual management factors (to the best of our abilities) in
order to create SMEs’ efficiency, become competitive on the market, and
oversee changes in the business environment.

In their research, Gries and Naudé (2011) focused on monitoring
the connection between social factors and SMEs based on the Human
Development Index (HDI). The HDI entails three key segments: educa-
tion, healthcare system and the standard of living in a particular country.
Obschonka et al. (2011) proved that the development of entrepreneurship
and the success of SMEs are greatly connected to the degree of human
development, especially at the level of top management. A higher level of
human development contributes to better customer perception and highly-
developed managerial skills, which directly affects the success of SMEs
(Obschonka et al., 2011). Gries and Naudé (2011) state that a low level of
human development on a national level can make it more difficult for in-
dividuals to recognise business opportunities, thus putting them in a situa-
tion in which they start a business out of necessity (businesses proven to
be the least efficient). Based on a sample of 134 countries, Doan (2021)
describes the link between human development and SMEs as a rather
strong one; moreover, this research has also shown that HDI has a great
effect on the development of SMEs.
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There are a few empirical research papers on the relation between
social factors and the success of SMEs in RS. However, global indicators
in this sector have shown positive trends in the past few decades. Accord-
ing to the global competitiveness index, the biggest success that Serbia
achieved in this area is the one related to business dynamics (World Eco-
nomic Forum, 2019). Moreover, the HDI for RS has been improving year
after year. Based on this, it can be expected that the social sector has a
positive impact on the efficiency of SMEs’ business in RS. The third hy-
pothesis (H3) is:

Social factors have a positive impact on efficiency, and represent a
stimulus for the development of SMEs in RS.

Technology-related factors refer to the level of technology ad-
vancement, the use of digital technology and internet access, and invest-
ment in R&D in relation to the development of new technology and prod-
ucts/services (Akpoviroro & Owotutu, 2018, p. 501).

Previous research has shown that technology greatly affects the ef-
ficiency of SMEs (Murat & Baki, 2011; Hajar, 2015; Boskovic et al.
2016; Sarwoko & Frisdiantara, 2016, Abbasi et al., 2021). Setiowati et al.
(2015) concluded that the application of ICT in SMEs’ operations posi-
tively affects their marketing capacity which, in turn, significantly deter-
mines their market opportunities and the business performance of a com-
pany. This is confirmed by research by Ukpabio et al. (2017), conducted
on a sample size of 305 SMEs in Nigeria. Chege et al. (2020) concluded
that innovations in ICT positively affect SMEs’ performance, and that an
entrepreneur has a critical role in the development and implementation of
innovative business strategy. Sarwoko and Frisdiantara (2016) conclude
that those SMEs that use modern technology are more efficient, as they
produce different and diverse products which make them competitive on
the market. Abbasi et al. (2021) conclude that introducing financial tech-
nology in the business activities of SMEs contributes to greater efficien-
cy, as it enables the enhancement of credit activities, procuring assets in a
faster manner and with lower interest rates.

Certain research studies (Milanovi¢, 2016; Kahrovic & Avdovic,
2023) conducted in Serbia have mentioned the significant positive effect
of digital technology on the performance of business entities. In the study
conducted by Milanovi¢ (2016), it was found that the possibilities offered
by the Internet, e-commerce and ICT have been insufficiently used in RS
(74% of SMEs have a webpage which is only used for informative pur-
poses i.e. customers can find information on the company’s products and
services, but cannot buy them online, 21% of webpages have an online
shop, 11% of webpages allow for online payment). However, a recent
study conducted by Kahrovic and Avdovic (2023) shows that the situa-
tion has drastically improved (due to the COVID-19 pandemic). A greater
number of people buy products online, and internet access is far more
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widespread with all age groups, which has positively affected the degree
of digitalisation and e-commerce in RS in general. Also, according to the
Network Readiness Index Report, the Republic of Serbia achieved signif-
icant progress in digitisation, so that it was ranked as 57" out of 130
countries in 2021 (The International Telecommunication Union — ITU,
2021). This is why it is assumed that this factor has a positive effect of
SMEs development in Serbia. Therefore, the next hypothesis (H4) is:

Technology-related factors have a positive effect on efficiency, and
represent a stimulus for the development of SMEs in RS.

THE CONTEXT OF THE RESEARCH

The Republic of Serbia is a country in transition which has
witnessed the growth of the SME sector, after certain political changes in
2001 (Filipovic, 2003). The new Government recognised the importance
of the SME sector as the key driving force of economic development —
this meant the implementation of a large number of measures in order to
reform and further develop the sector. Due to a large number of
implemented measures, the number of SMEs has increased, together with
the enhancement of their business performance (as seen in Figure 1).

B Medivm enterprise ™ Small enterprise

2021 % 106.236
2020 kel 107.279
2019 el 103.874
2018 kil 102.577
2017 Pkeiald 102.243
2016 bl 99.393

2015 et 95.971

2014 Padadad 91311

2013 kel 92.198

2012
2011
2010
2009
2008
2007
2006
2005
2004

Year

90.597
88.354
88.306

87.284

85.198

85.389

80.671
73.5349

72.888

73.097

0 20 40 60 80 100 120

Figure 1. The number of SMEs in RS for the time period 2004-2021
Source: Serbian Business Registers Agency (2004-2023).
Financial statements annual bulletins from 2004-2022. Belgrade
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The new Government adopted a new strategy for the development
of small and medium-sized enterprises, and founded a national Agency
for the development of SMEs and offices for the local development of
SMEs (on a local level). It even implemented a project aimed at develop-
ing clusters and business incubators, and started a Development Fund
which gave loans with favourable interest rates to SMEs, launched an in-
novation fund which gave innovation grants to SMEs, and opened science
and technology parks, accelerators and start-up centres (Stefanovic &
Ivanovic-Bukic, 2015).

Sample Description

The data used for the analysis of SMEs’ operations in the Republic
of Serbia was taken from the Serbian Business Registers Agency’s finan-
cial statements annual bulletins, which are published for each calendar
year, encompassing data for SMEs that have handed in their financial re-
ports. The number of SMEs and their business results have changed
throughout the observed period (2004-2021) (table 1).

Table 1. Descriptive statistics

Min Max Mean Std. Dev.
Number of enterprises
Small 73.097 107.279 88.994,12 10.023,79
Medium 1.221 3.520 2.233,18 819,47
Number of employees
In small enterprises 356.699 553.790 434.455,65 79371,70
In medium enterprises 199.576 273.115 234.402,53 24.480,66
Current assets

In small enterprises 492.947.451 3.277.504.125 1.782.920.640,24 967.803.399,12
In medium enterprises  260.673.764 1.549.440.137 844.819.511,41 326.332.624,95
Fixed assets
In small enterprises 411.770.580 2.976.862.178 1.557.935.451,12  914.833.787,44
In medium enterprises  445.024.766 1.888.471.036 1.083.208.084,76 391.874.940,36
Borrowed capital
In small enterprises 638.641.041 4.900.248.630 2.516.787.840,29 1.483.355.799,18
In medium enterprises  343.343.506 2.082.033.314 1.200.119.677,00 467.014.714,87
ROA
In small enterprises 1,67 6,77 3,96 1,52
In medium enterprises 0,52 6,38 3,26 1,81
Source: Serbian Business Registers Agency (2004-2023).
Financial statements annual bulletins from 2004-2022. Belgrade.
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Research Models and Variables

In order to test the defined hypotheses, correlation and regression
analyses were applied. The dependant variable in this model was the
efficiency of SMEs in RS, whereas several indicators from each segment
of the environment were selected for the analysis of the macro-
environment. The list of variables is presented in Table 2.

Table 2. Variables used in the research

Indicators
ROA Return on Assets
PSAV Political stability and the absence of violence
RL Rule of law
GDPPC GDP per capita
GDPG Gross Domestic Product Growth
HDI HDI index
%P1 % of the population that uses Internet

%GDPRD % GDP for research and development

ROA (return on assets) was used to monitor the efficiency of
SMEs. It is calculated as the quotient of achieved profit and total capital
employed (Figure 2).

=4=Smallenterprise  ==Medium enterprise

/\
\ ) /:.;L .

"\

0 T T T
Year 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2018 2020
Figure 2. SME rentability for the time period 2004-2021 (presented in %)

Source: Serbian Business Registers Agency (2004-2023).
Financial statements annual bulletins from 2004-2022. Belgrade.

When it comes to independent variables, for the purpose of this
research, we used indicators from each sector of the macro-environment for
which there was available data for the Republic of Serbia (for the observed
period). The indicators that were identified as ones with the greatest effects,
based on previous research, were chosen as variables in this research, too.
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Indicators used to monitor the legal-political sector were PSAV and RL.
PSAYV is an indicator which measures the perception of probability that a
government will be destabilised so that it turns against its current constitution
(Minovic & Stevanovic, 2021, p.305). RL reflects the perception of the
extent to which the rules of a certain society are applied and believed in,
including the quality of contract enforcement, property rights, police and
court efficiency, and crime and violence rate (World Bank, 2023Db).

The analysis of economic factors was performed based on GDPPC
and GDPG. Data was taken from the WB database. The GDPPC calculation
methodology implies that the achieved value of GDP is divided by the size of
the population in a particular country (World Bank, 2023v).

The analysis of the social sector was conducted based on HDI.
This is a composite index of 3 indicators which are used to monitor
human development in a country (Doan, 2021). The first dimension refers
to the possibility of having a long and healthy life, measured through the
life expectancy rate. The second dimension — chances of acquiring
education, refers to the expected number of years of schooling a child is
to receive. The third dimension is the standard of living, measured via
GDPPC (United Nations, 2022).

Technology-related factors are observed through two indicators:
%P1 and %GDPRD. The values of these indicators are taken from the
WB website (World Bank, 2023dj; World Bank, 2022g).

Table 3. The values of selected indicators of macro-environment in RS
(2004-2021)

Year PSAV RL GDPPC GDPG HDI %Pl  %GDPRD

2004 28,64 28,23 3.331,22 - 0.730 23 0,305
2005 24,76 21,05 3.528,13 591 0.739 26 0,417
2006 2850 37,32 4.129,75 17,05 0.743 27 0,466

2007 26,09 39,23 5.458,12 32,17 0.749 33 0,619
2008 27,40 37,02 6.701,77 22,79 0.754 35 0,711
2009 29,38 42,18 5.821,30 -13,14 0.755 38 0,866
2010 31,28 42,65 5.411,87 -7,03 0.757 40 0,744
2011 36,97 46,48 6.423,29 18,69 0.767 42 0,724
2012 38,86 44,60 5.659,38  -11,89 0.766 48 0,908
2013 43,13 4554 6.353,82 12,27 0.771 53 0,726

2014 40,48 50,96 6.200,17 -2,42 0.775 62 0,769
2015 55,24 52,40 5.237,25 -15,53 0.776 65 0,866
2016 48,10 50,00 5.348,29 2,12 0.785 67 0,891

2017 49,52 48,56 6.292,54 17,66 0.802 70 0,872
2018 46,70 50,00 7.252,40 15,25 0,808 73 0,918

2019 45228 50,48 7.417,20 2,27 0,811 77 0,886
2020 41,98 51,44 7.730,69 4,23 0,804 78 0,905
2021 43,40 50,96 9.214,99 19,20 0.802 79 0,907

Source: World Bank (2023b). Worldwide governance indicators.
http://info.worldbank.org/governance/wgi/#home (1.9.2023.)
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RESULTS AND DISCUSSION

The main findings informed by the results of our analysis are given
in this section. To begin with, Table 4 shows the results of the descriptive

statistics.
Table 4. Descriptive statistics

Variables Minimum Maximum Mean Std. Dev.
PSAV 24,76 55,24 38,09 9,02
RL 21,05 52,40 43,83 8,37
GDPPC 3.331,22 9.214,99 5.972,89 1.420,91
GDPG -15,53 32,17 7,03 13,48
HDI 0,730 0,811 0,771 0,024
%Pl 23 79 52 19,05
%GDPRD 0,305 0,918 0,75 0,18
ROA

Small enterprises 1,67 6,77 4,02 1,45
Medium enterprises 0,52 6,38 3,43 1,85

Source: Serbian Business Registers Agency (2004-2023).
Financial statements annual bulletins from 2004-2022. Belgrade.

The link between independent and dependent variables was measured
using correlation — the results of the analysis are presented in Table 5.

Table 5. Correlation analysis

Correlation ROA PSAV RL GDPPC GDPG HDI %P1 %GDPRD

ROA 1.000 .801" .729™ -.878 -.743 699" .893"" -.864"
1.000 .803" .934" .623"" .549" -749" .681" .697"

PSAV 1.000 .912° .639 .876 .891% 799 .937
1.000 .691 789  .891 963" .851" .748™

RL 1.000 .843" 911" 869" .784" .694
1.000 .684™ .901 629  .861 794

GDPPC 1.000 .969 982" -.617"" .761
1.000 .899™ .796™ .637 .894"

GDPG 1.000 .792 .691 794
1.000 .810" .589 .869"
HDI 1.000 .841™ .622™
1.000  .899™ .633

%PI 1.000 -.803"
1.000  .691™"

%GDPRD 1.000

"*Correlation is significant at the 0.05 level (2-tailed).
*Correlation is significant at the 0.10 level (2-tailed)

Source: Author’s findings

The first-row indicators (for each indicator) refer to small enter-
prises, while the second-row indicators refer to medium-sized enterprises.
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A strong and statistically significant correlation between ROA and all ex-
amined independent variables is obvious. ROA is indirectly connected to
%GDPRD (-0,864, significant at the 10% level), which means that an in-
crease of GDPRD, i.e. the growth of %GDPRD, leads to a drop in ROA
value, and vice versa. A possible explanation for this finding is that the
research was conducted in the same year, and that the effects of R&D in-
vestments are perceivable only after three to five years. On the contrary, a
very strong, direct and statistically significant correlation exists between
ROA, on the one hand, and %PR, PSAV and HDI, on the other hand.

When it comes to medium-sized enterprises, the strongest, statisti-
cally significant, correlation is observed between ROA and RL (at the
10% level of significance), and ROA and PSAV (also at the 10% level of
significance). It is in an indirect negative correlation with HDI (-0,749,
significant at the 5% level). This shows that any increase in the HDI val-
ue will cause a drop in the ROA value, and vice versa.

In order to investigate the impact of the chosen indicators on the
ROA of SMEs in RS, regression analysis was applied. The results are
shown in Table 6.

Table 6. The impact of macro-economic factors on RS SMEs’ rentability

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std.Error Beta
(Constant) -5.410 6.213 -.749 .091
-4.477 5.271 -.801 .091
PSAV 216 .000 -2.103 512 .023
416 .000 -2.243 452 .019
RL 123 .000 1.196 451 .036
107 .000 2.300 731 .027
GDPPC -.269 .001 1.213 .387 .096
-.301 .000 1.007 A17 .069
GDPG .326 .002 1.098 .581 .064
.289 .001 1.739 451 .070
HDI .369 .004 1.743 412 .074
.328 .001 1.873 372 .087
%Pl 401 .001 -2.139 .289 .061
497 .002 -1.107 179 .043
%GDPRD -.179 .000 1.001 A71 .089
-.246 .001 1.977 101 .031
R 901
.897
Adjusted R? 771
.810

Dependent variable: ROA
Source: Author’s findings
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First-row indicators (for each indicator) refer to small enterprises,
while the second-row indicators refer to medium-sized enterprises.

Table 6 shows that the legal-political sector has a statistically sig-
nificant, but negative impact on the efficiency of both types of enterpris-
es. This means that this environment sector represented a limitation to the
development of SMEs in RS in the last 20 years. Thus, the first hypothe-
sis is proved and accepted. The obtained results are in line with the find-
ings of the research conducted by Minovic and Stevanovic (2021), which
have also proved that the indicators of the institutional environment have
an enormous effect on national efficiency. In order to improve the situa-
tion in the future, it is necessary to insist on some rather radical institu-
tional changes — this is necessary in order to enhance the values of institu-
tional parameters and create a stable legislative framework which would
consequently have a positive effect on the efficiency of business entities.

The impact of economic factors on the efficiency of SMEs is sta-
tistically significant, with positive effects on SMEs’ efficiency. This
proves that the stability of the economic system in a particular country is
an extremely important factor in the overall national economy. This
proves the second hypothesis, which is thus accepted. The obtained re-
sults are in line with Beck and Levine’s (2003) findings — namely, they
concluded that there is a statistically significant and huge economic im-
pact of the size of GDPPC on the SMEs growth and development in a
particular country. Economic policy measures should create a stimulating
business environment, which will facilitate the founding of SMEs and
their work. These measures include new indicators of both financial and
non-financial support to the growth and development of SMEs, and a re-
form of the tax system. Also, Kalash et al. (2020) conclude that the exam-
ined economic factors (gross domestic product, inflation, real interest
rate) in 13 countries of Southeast Europe affect the profitability of banks.
They note that policy makers must ensure safe economic growth with
controlled inflation, as a necessary condition for the greater profitability
of economic entities.

The impact of social factors (analysed through HDI) on the effi-
ciency of SMEs in RS was also positive and statistically significant. This
shows that human capital is an extremely important factor in any compa-
ny, particularly in SMEs where, due to a smaller number of employees,
each employee is considered a key link in the entire chain of business op-
erations. This allows us to say that the third hypothesis is accepted. The
obtained results correspond to the findings by Doan (2021), who states
that the human factor has the most important role in the birth and devel-
opment of entrepreneurship. Doan states that each country must have
well-devised policies which contribute to the enhancement of human de-
velopment, which ultimately leads a promotion of entrepreneurial activity
on a national level.
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Additionally, the data from Table 6 proves that the examined im-
pact of technology-related factors on the efficiency of SMEs in RS was
positive and significant. The modern business environment makes it nec-
essary for each business entity to have access to the Internet, to form part
of a wider digitalisation process, and decide for e-commerce if the entity
intends to survive and prosper on both the domestic and the international
market. This proves the fourth hypothesis. The obtained results are in line
with the study conducted by Milovanovic (2016). This study mentions
that the Internet, e-commerce and ICT potential are not sufficiently used,
although there are no impediments to it. He suggests that all business en-
tities must create their own webpages so that they are designed as places
where customers can buy and pay online, going beyond a mere e-
brochure. He added that the degree of internet coverage must be higher so
that more people and more business entities have access to the Internet
for a reasonable price. Strong competition among business entities can
lead to a higher quality of products and services on this market. Also, in
their work, Nikolic et al. (2022) emphasise the importance of innovation
and e-commerce in the business of SMEs, especially during the period of
the COVID-19 pandemic, but also later, considering the newly adopted
habits of consumers. They conclude that new technologies, processes of
digital transformation and constant innovation happen very quickly, and
are a condition for the further successful work and progress of SMEs.

CONCLUSION

Macro-economic indicators determine the quality of SMEs’ busi-
ness environment. It should promote and stimulate their work by creating
favourable and attractive business opportunities. SMEs experience certain
difficulties when it comes to predicting the changes in the external envi-
ronment. This is why it is important for them to be prepared and make use
of favourable conditions, to mitigate the negative effects which stem from
the unfavourable fluctuations of factors of the macro-economic environ-
ment. Therefore, SMEs have to constantly search for new knowledge, en-
hance their skills and strengthen the existing capacities so that they are
more or less ready to predict the changes in their business operations. The
cooperation between governments, other entities that create conditions in
the external business environment and SME representatives is necessary
in order to overcome challenges and create favourable conditions in the
environment, in which SMEs will have a chance to survive. This would
reduce the number of SMEs that have had to stop operating, particularly
in the early years of the business venture when these types of businesses
are most vulnerable. It is inevitable that SME entrepreneurs must be
aware of the constant challenges of the complex external business and life
environment. It is certainly desirable to create a favourable ambience for
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a healthy and sustainable development of SMEs, bearing in mind their
importance and their role in developing countries such as Serbia. This re-
search actually points to the importance of four segments of the macro-
environment, wherein each of these segments must be understood proper-
ly, and considered through all its implications on both the operations and
the results of SMEs.

This research has certain limitations. First, as a dependant variable,
we analysed those SMEs which have fulfilled their due liabilities and
have sent their financial reports to the Business Registers Agency (not all
businesses that were operational in a single calendar year). Second, as an
independent variable, we analysed the minimal number from each group
of variables; this implies that future research can expand to include each
of the analysed segments (political, economic, sociological, and techno-
logical).

Future researchers can expand their research so as to include the
legal, demographic, ethnic, natural, global and financial environment, as
all of these segments of external environment can affect the business op-
erations of SMEs. This type of ‘wider’ research will help the owners and
managers of SMEs to be better and faster in identifying possible treats
and opportunities occurring in the overall macro-environment.
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Pe3ume

Cextop MCII nma cBe Behu 3Ha4aj 3a mpuBpeaHU pa3soj. Y ucro Bpeme, MCII He
Hociyjy y BakyMy, Beh Ha HBUX BEJHMKH YTHIA] MOXXKE MMaTH MaKPOSKOHOMCKH aMOH-
jeut. EY u BehuHa pa3BujeHHX 3eMaba CBETa MOCIEIBbUX JCLCHHja KOHTHHYHPAHO
panu Ha yHarpehemy MakpoeKOHOMCKOT aMOMjeHTa Kako OM ce OH yYHHHO IOJCTH-
najarM 3a pa3Boj MCII. Kana je y muramy CpOuja, 10 030M/BHOT TOK/Iamkamha MaKmbe
MCII nomasu 2002. ronure, Kafa je CpoBeAeH BeNMKH Opoj Mepa y IpaBIy yHampe-
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hema nocnoBHOT aMOujeHTa, He OM JIi ce yOp3ao pa3Boj HaBeAeHe IpyIe NIPUBPETHUX
cy6jekara. Y mopen Tora mTo je y MHOTUM CErMEHTHMA JIONIIO 10 OYHTIICAHUX IT03H-
THBHHUX IIOMaKa, jOII YBEK je IPHCYTaH BeIHKH Opoj mpobiema (Kao MITO Cy BHCOK
CTEeIeH KOpYIIIHje, IIPUCYCTBO CHBE €KOHOMHjE, 3aKOHCKO-TIONNTHYKA HECTaOMIHOCT
uTHa). 3aTO MOCTaBJbajy MHUTAKA 1A JIU j€ MAKPOEKOHOMCKU aMOWjEHT IMOACTHLAO I
orpann4aBao pa3zsoj MCII Tokom mocneme ABe AeLeHuje, Te Koju (pakTopu yHyTap
Bera Cy HMajli 3HavajaH Mo3UTHBaH/HeraTuBaH yTuiaj Ha passoj MCIT y PC.

Jla ©6u ce 0ATOBOPMIIO HA OBA MUTAMkA, CIIPOBEICHO j€ EMITUPH)CKO HCTPAKUBADE
y mepuony oxn 2004. mo 2021. rommue, tae ce 6poj MCII kperao ox 75.000 mo
109.000, a nCIUTHBAIM CMO YTHUIAj 3aKOHCKO-TIOJINTHYKUX, EKOHOMCKHX, COLMjaTHUX
U TEXHOJIONIKHX (hakTopa Ha e(pHKAaCHOCT MOCIOBama (MEpeHy NMPUHOCOM Ha yiara-
wa) MCII y PC. Pe3ynratu cy mokaszajiu Ja Cy MOJMTHYKA HECTAOWIHOCT U Heedu-
KacHOCT NPHMEHE 3aKOHa MPEACTaBJballl BENWKa OorpaHuuema pazBoja MCII y PC,
JOK Cy KOHTHHYHPaHH pacT NPUBPEIHE aKTUBHOCTH, ITpaheH pacToM XHBOTHOT CTaH-
JapAa CTaHOBHHINTBA, yHanpehema y conujanaoj chepu npaheHa xymaHuM pasBojemMm
CTaHOBHUINTBA U yHampeheme TEeXHOJIOTHje MOACTHIAjHO IeIOBaId Ha e(UKacHOCT
nocnoBaba MCII y PC. V ckiagy ca moOujeHHM pe3ynTaTHMa, JaTe Cy INpernopyke
KpeaTopyMa IOJIMTHKA Kako O ce yHalpeano IOCIOBHH aMOujeHT y OyayhHocTH M
nojcrakao pazsoj MCIT y PC.



