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Abstract

Innovations, as a determinant of competitiveness, are one of the fundamental
presuppositions for the economic prosperity of every country and the well-being of the
population. The creators of the development policies need adequate information relating
to all vital determinants of competitiveness, including innovations, in order to formulate
effective policies and strategies. Therefore, the World Economic Forum (WEF) annually
prepares and presents the Global Competitiveness Report. Thus, based on the information
from the WEF reports, the paper explores changes in the level of competitiveness of Serbia
(measured by the Global Competitiveness Index - GCI) for the period from 2009 to 2014,
in comparison with other Western Balkan countries. Also, an in-depth analysis of the
competitiveness of Serbia is carried out in the subindex “Innovation and sophistication
factors” as a component of the GCI, considering that in 2014 this subindex for Serbia
recorded the lowest value compared with other two subindexes within the GCI (“Basic
Requirements” and “Efficiency Enhancers”), and also with other Western Balkan
countries. Therefore, there is a need for urgent and significant improvements in the field
of innovations as a relevant factor of the GCI in order to improve Serbia's position in the
world’s rankings of competitiveness, but also Serbia's position in relation to the more
successful countries in the Western Balkans. The goal of the analysis in this paper is to
identify the position of Serbia in comparison with other Western Balkan countries in
terms of overall competitiveness, and especially in the field of innovation and business
sophistication factors as the determinants of the achieved level of national competitiveness.
The methods used in this research are the following: descriptive statistics, correlation
analysis, and benchmarking. The research results show that Serbia has in the
aforementioned period achieved an unenviable level of competitiveness. This research

& The research is realised under the project no. 179066 that is financed by the Ministry
of Education, Science and Technological Development of the Republic of Serbia.
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can be useful for the creators of development policy for future guidance of the economic
and social development of Serbia.

Key words: competitiveness, determinants of competitiveness, innovations,
Serbia, Western Balkans.

NHOBAIMJE KAO JETEPMUHAHTA
KOHKYPEHTHOCTHU CPBUJE:
KOMITAPATUBHA AHAJIN3A CA 3BEMJbAMA
3AITA/THOT BAJIKAHA U EBPOIICKE YHUJE

AncTpakT

MHoBanmje kao AeTepMUHAHTAa KOHKYPEHTHOCTH jecy jeJHa O OCHOBHHX IIPETIIO-
CTaBKH CKOHOMCKOT IIPOCIIEpUTETa CBaKe 3eMJbe¢ M MoBehama Onarocrama CTaHO-
BHUIITBA. J[a OM TBOPIM Pa3BOjHUX MONUTHKA (HOpMyIHcaay epeKTUBHE MOIUTUKE U
cTpareruje, moTpeOHEe Cy ajaekBaTHe MH(OpPMAIMje KOje Ce OTHOCE Ha CBE BUTAITHE
acmeKkTe KOHKYPEHTHOCTH, yKJbydyjyhm u mHoBaruje. Crtora, CBETCKH €KOHOMCKU
¢opyM Ha ropuIIkeM HUBOY IpHIpeMa M IpelcraBjba M3BemTaj riobaHe KOHKY-
penTHOCTH. Ha OCHOBY OBe MH(OpPMALOHE OCHOBE, Y Pajly ce UCTPaXyjy IpOMEHe Y
HHBOY KOHKypeHTHocTH CpOmje (MepeHo ['moGamHMM HHAEKCOM KOHKYPEHTHOCTH —
T'UK) 3a nepuon ox 2009. no 2014. ronune, y nopehemy ca 3emsbama 3amagHor baika-
Ha. Takohe, koHKypeHTHOCT CpOHje AeTajbHHUje ce aHAM3HUPA y CyOHHACKCY ,,DakTopn
WHOBATHBHOCTH U codUCTHIMpPaHOCTH ¢ 003upoM Ha To na y 2014. roauHu OBaj
cyOHMHIeKC Oelle)kH HajHIKY BPEIHOCT Y OHOCY Ha ocTaiia ABa cyOouHziekca (,,basnann
(daxropu” u ,,PakTopu euUKaCHOCTH ), allK U y Topelemby ca APYruM 3eMibaMa 3amaj-
Hor Basnkana. Ctora, HeONmXoqHa Cy HajXUTHHja U Hajeha yHampelewa y mOMeHy HHO-
Balyja Kako Ou ce modoJspiana nosunuja CpOuje Ha CBETCKOj JIMCTU KOHKYPEHTHOCTH,
I My OIHOCY Ha yCHemHuje 3eMibe 3amanHor bamkana. b je ma ce U3BpIIeHOM
aHamm3oM HuaeHTH(]UKyje mosunuja CpOuje y oJHOCY Ha ocTaje 3amagHoOalKaHCKe
3eMJbe Y MOIJIely YKYIHE KOHKYPEHTHOCTH, a TOCEOHO y IOMEHY MHOBAIIMja U TTOCIIOB-
He CO(QHCTHIMPAHOCTH Ka0 JETEPMHUHAHTE OCTBAPCHOI HHBOA HAIMOHAJIHE KOHKY-
pentHocTH. Metone xopuniheHe y OBOM pajy Cy: AECKPUNTHBHA CTaTHCTHKA, KOpena-
I[IOHA aHallM3a U OCHYMApKUHT. Pe3ynTaTth uCTpaxkuBama mokasyjy ma je Cpouja y
Ha3HAYe€HOM MEpHOIy OCTBapHia He3aBUJAH HHBO KOHKYPEHTHOCTH, a IOCEOHO Yy
obnacty mHoBauyja. VcrpaxkuBame y OBOM pagy KOPHCHO je 3a TBOpIE M HOCHOILE
Pa3BojHE MONUTHKE y CBPXY Oyayher ycMmepaBama IPUBPEIHOT W JPYIITBEHOT pa3Boja
CpOuje.

KibyuHe peun: KOHKYPEHTHOCT, ()akTOPH KOHKYpPEHTHOCTH, HHOBanHje, Cpouja,
3amagau bankan.

INTRODUCTION

In the last decades, the concept of competitiveness has attracted a lot
of attention in academic society and in business practice. This concept has
become a very important element of the success of every national economy
(Shafaeddin, Reinert, 2012, p. 1). The core issues that are at the heart of the
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concept of national competitiveness relate to a better understanding of the
ways in which it can improve the economic well-being and achieve a more
equitable distribution of wealth. This paper pays attention to national
economy competitiveness as vital performance, and especially, innovations
as the key factor that influences this performance. After reviewing the
theoretical framework of the concept of national competitiveness, the focus is
put on the importance of measuring competitiveness at the macro level. The
methodology of the World Economic Forum (WEF) is used to measure the
level of the achieved competitiveness of a country. GCI consists of 3
subindexes and 12 so-called pillars within these subinexes, which determine
the value of the Global Competitiveness Index measured for every country.
Serbia, as a country with an unenviable competitive position in the world
rankings, is analysed in relation to the neighbouring countries, therefore, in
comparison with the countries of the Western Balkans (Bosnhia and
Herzegovina, Croatia, Montenegro, Macedonia, Albania). Also, at the end of
the paper there is a comparison with the European Union, bearing in mind the
fact that Serbia aspires to join the EU. The aim of this research is to identify
the competitive position of Serbia in comparison with other Western Balkan
countries, with a special focus on innovations that require the most urgent
and greatest improvements.

THEORETICAL BACKGROUND: CONCEPTUAL BASIS AND
DETERMINANTS OF NATIONAL COMPETITIVENESS

Enormous differences in the standard of living of certain countries
are becoming a driving force of modern national economies’ development, in
terms of seeking the cause of those inequalities. Understanding the factors
that drive the competitiveness has developed numerous theories and it has
preoccupied creative curiosity of numerous academics. Thus, even Adam
Smith focused on the analysis of the state policy and the functioning of
the market mechanism (WEF, 2011-2012, p. 4). On the other hand,
Neoclassical economists emphasized the importance of investment in
physical capital and infrastructure. Lately, attention has been paid to the
education and training, technological progress, innovation, macroeconomic
stability, good country government, business sophistication, market
efficiency and so on (Cho, 2013, p. 3).

Competitiveness can be analysed at the level of a national economy
and at a company level (Bojnec, Ferto, 2009, p. 418).

At the micro or company level, competitiveness is seen as a
company's ability to compete and on the basis of this, to increase its market
share, profit and growth. It is the process of moving from one state of
imbalance to another, because the competitiveness is the state of "creative
destruction” and discontinuous changes (Shafaeddin, Reinert, 2012, p. 8).



1038

At the macro or national level, competitiveness is viewed as the
ability of the country to increase the standard of living. Competitiveness
can be defined as "the set of institutions, policies, and factors that determine
the level of productivity of a country™ (World Economic Forum, 2015). On
the other hand, the level of productivity affects the degree of the national
economy development that a country can reach (Savi¢, Dzuni¢, 2008, p. 4).
Productivity of a national economy is most often determined by the level of
resources that every country has at its disposal, such as land, capital, labour
(Alvarado Molina, Bol, 2008, p. 375), but also by the efficiency of their use.
Therefore, the role of the state is extremely important because through
economic policies, it creates an environment and develops production
resources and other resources that will help improve competitiveness
(Latruffe, 2010, p. 51). Bearing in mind that national economy
competitiveness depends on productivity, the creation of an environment and
conditions for a rapid and long-term productivity growth is one of the main
goals of economic development of every country (Bati¢, 2011, p. 129). In
addition, the improved productivity that the economy of a country can reach
leads to prosperity and a higher rate of returns on investment in the
production inputs, and all this together represents the key determinants of
the country development. In other words, the more competitive the
country, the faster is its economic development.

National competitiveness largely depends on its ability to innovate,
thus ensuring progress, because innovations create and maintain
competitiveness (Cvetanovi¢, Despotovi¢, Nedi¢, 2012, p. 91). In order for a
state (national economy) to be competitive, it should be able to employ all
national resources in modern conditions, primarily the human resources
(Krsti¢, Stanojevi¢, 2013, p. 209).

The concept of a state's competitiveness or the concept of international
competitiveness is used in the analysis of economic performance of national
economies. It compares countries by basic characteristics that determine the
position in the international trade. These may be factors that are difficult
to quantify, such as the capacity for technological innovation, degree of
specialization of the product, the value of after-sales services and so on.

Generally, indicators of competitiveness should meet three basic
criteria. First, all sectors that are exposed to competition should be
covered. Second, all the markets that are open for competition should be
dealt with as well. And third, indicators of competition should include
data that are comparable at the international level. However, in practice,
there are almost no indicators that meet all three criteria (Durand, Giorno,
1987, p. 149).

Today's most widely used indicator is the Global Competitiveness
Index (GCI). The GCI includes the weighted average of a number of
determinants, which, each for itself, reflects some aspect of competitiveness
as a vital performance of a national economy. These components are grouped
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into three subindexes (“Basic Requirements®, “Efficiency Enhancers, and
“Innovation and sophistication factors), and within them, there are 12
different pillars.

Innovation and sophistication factors as a subindex of the GCI
consist of two pillars — “Business sophistication” and “Innovation” (WEF,
2013-2014, pp. 8-9):

= Business sophistication involves two elements: the quality of

the overall business network of the country and the quality of
the strategy and operations of the company.

= Innovations indicate the ability of a national economy to

produce goods and provide services using new knowledge and
skills (Despotovi¢, Cvetanovi¢, Nedi¢, 2014, p. 28).

Research Questions, Methodogy and Information Basis

The research presented in this paper is a comprehensive study and
analysis of the competitiveness of a national economy, with a special
focus on “Innovation and sophistication factors* as key determinants of
competitiveness of Serbia.

In order to realize the set goal of the research, the paper is based on
the following research questions:

a) Has Serbia moved from the stage of the Efficiency driven
economy to a higher stage of development?

b) Was there interdependence between the GCI score and GDP for
the group of Western Balkan countries, in the period from 2009 to 2014?

¢) Did Serbia, in the period from 2009 to 2014, improve the level
of innovations and business sophistication measured by the GCI score, in
comparison to other Western Balkan countries and the EU 27?

The methods used in this paper are the following: descriptive
statistics, correlation analysis and benchmarking. Descriptive statistics are
applied with the aim of ascertaining the minimum, the maximum, the average
values and the standard deviations of the GCI for Innovation and
sophistication factors, for Western Balkan countries. The correlation analysis
is used in order to investigate the interdependence between the score for
Innovation and sophistication factors and GDP per capita for the group of
Western Balkan countries.

The Global Competitiveness Report 2009-2010, 2010-2011, 2011-
2012, 2012-2013, 2013-2014, 2014-2015 make the information basis for
this research. In this paper, special attention will be devoted to “Innovation
and sophistication factors* subindex considering that innovations require
urgent measures for improvement in order to improve the overall
competitiveness of Serbia in the world rankings, but also in comparison to
other Western Balkan countries.
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RESEARCH RESULTS AND DISCUSSION

Comparative analysis of the level of development and degree of
competitiveness of Serbia and Western Balkan countries
in the period 2008-2014

a. At the highest stage of the development, when the economy is
innovation-driven, the only way to achieve competitiveness is a new and
unique product that encourages companies to use innovative and
sophisticated manufacturing techniques. Education, competence and R&D
thus become the main factors of development and prosperity of modern
economies. The competence of a national economy depends on the research
and innovation system and sufficient investment in these sectors. However, in
addition to the human and other less tangible forms of capital, financial
capital is still very important in these economies (Francis, 2014, p. 1-2).

Gross domestic product (GDP) has been the most commonly used
indicator of a country's economic progress and its population welfare in
the last fifty years (Mankiw, 2002, p. 53). The GDP represents the market
value of all final goods and services produced within one country in a
given period of time (Mankiw, 2001, p. 208). It is calculated by summing
up the value of private consumption expenses (household consumption of
goods and services), government expenditure (public expenditure for the
provision of goods and services for the future) and net exports (the
difference between export and import value) (Constanza, Hart, Posner,
Talberth, 2009, p. 3).

Table 1 presents data on the GDP per capita of six Western Balkan
countries in the period 2008-2013. Also, the countries are ranked based
on the same data.

Table 1. GDP per capita of the WB countries in the period 2008-2013

(in US$)
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Croatia 15628 1 14243 1 13720 1 14457 1 12972 1 13562 1
Serbia 6782 2 5809 3 5233 3 6081 3 4943 3 3007 3
MMontenegro 6309 3 7300 2 6380 2 7317 2 6882 2 7026 2
MMacedonia 4637 4 4482 4 4431 4 5016 4 4683 4 4044 4
B&H 4625 5 4270 5 4319 5 4618 5 4461 5
Albama 4074 [ 3823 [ 3677 [ 3002 [ 3913 [ 4610 3
Average value| 7043 G636 6328 6913 6309 7209

Source: WEF — The Global Competitiveness Report 2009-2015
Note: The table does not consist the data for GDP per capita in 2014 considering that
The Global Competitiveness Report 2014-2015 does not provide the data for this
indicator for 2014. Also, in 2013 are not given data for B&H.
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Table 1 shows that the GDP per capita for a group of Western Balkan
countries decreased by 15% in 2012 compared to 2008, but in 2013 again
returned to the average level. Observed within the analysed group of the
Western Balkan countries, all six countries in the period 2008-2013 occupied
approximately the same place in the established rankings. Therefore, Croatia
is the first among the Western Balkan countries, according to the GDP per
capita in the analysed period. It was immediately followed by Montenegro
(except in 2008 when Montenegro occupied the third and Serbia the second
place), Serbia, Macedonia, B&H, and Albania in the last 6" position.

Serbia was in the 2™ place only in 2008, while it was in the 3"
position in all other years among Western Balkan countries. The GDP per
capita in Serbia was slightly changed in this period. Thus, in 2013, an
increase in the GDP of around 20% was recorded, compared to 2012. In
2013, Serbia was lagging behind Croatia, a country with the highest GDP
per capita in the group of the analysed countries, by overall US$ 7655
USS$. In other words, Serbia had 2.3 lower GDP per capita than Croatia.

According to the level of the GDP per capita recorded in 2013 (see
Table 1), Western Balkan countries can be differentiated into three groups
or three stages of development. According to the Global Competitiveness
Report 2014-2015, five out of six analysed Western Balkan countries are
in the second stage of development — the efficiency-driven economy
(Albania, B&H, Macedonia, Montenegro and Serbia). Croatia is the only
analysed country in the transition from stage 1 to stage 2 with the GDP
per capita from 9000 to 17000 US$. However, none of the analysed countries
are in the third stage of development - the innovation-driven economy.

During the period from 2008 to 2013, all Western Balkan countries
were at the same stage of development, with only small fluctuations in the
GDP per capita. None of the analysed countries could manage to move to
a higher stage of development in this period.

Considering the current level of Serbia’s GDP per capita
amounting to US$ 5907 in 2013, which is just over a half of the value that
represents the lower limit (which is used to qualify the country to move
from an efficiency-driven economy to the higher stage of development
that is innovation-driven economy with US$ 9000), it can be concluded
that Serbia is still in the 2™ stage of development - the efficiency-driven
economy.

b. Table 2 presents the GCI ranks and scores for Western Balkan
countries for the period from 2009 to 2014.
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Table 2. The Rank and Score of GCI for Western Balkans (WB)
in the period 2009-2014

2009 2010 2011 2012 2013 2014
= = o = =
PN E RN EE P EHE SN EIREIPNE
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L’ El 2 |ElE|Z (5|22 |52 2 |Bl2|s| 22k )¢®
2@ | B E|e | E|E| 2 | E| &4 | 5|22 | E| 5= | E
E £ 2 |E| & EET |28 |28 <
Montenegro | 62 | 4.16 1 49 (436 1 |60 427 1 (72 |414 ) 1 |67 420 1 |67 |423] 2
Croatia 71 ] 403 2 [ 77 1404 2 |76 408 [ 2 |81 (404 ] 2 |T5(413) 3 [ 77413 3
Macedonia 84 | 385 3 (79402 3 |79 403 3 |80 [404 | 2 |73 | 414 2 [63[426] 1
Serbia 93 | 377 | 4 |96 |384] 5[5 388 | 5 (93 |387 [ 5 [101[377[ 6 |54 350 4
Albania 96 | 3.72 5|88 |304| 4 |78 406 | 4 |80 |301 | 4 |95 385 5 [097|384) 5
B&H 106 ) 353 6 (102|370 6 |100) 3.83 6 [88 |303) 3 |87 (402 4
Averagescore| - | 3.86 B EEL 4.02 3.08 4.01 - 407

Source: WEF-The Global Competitiveness Report 2009-2015

In 2014, Serbia was in the last place among its neighbours with the
GCl of 3.90 and in the 94™ place out of 143 countries in the world (see
Table 2). Thereby, Serbia improved its position considering that in 2013,
it was in the last place among the Western Balkan countries, and in the
101% in the world rank list with lower GCI than in 2014 (3.77). Serbia is
located, if not in the last place, then among the last countries in the group
of the analysed Western Balkan countries. Observing the average GCI
score for the analysed group of the Western Balkan countries, there was a
slight increase of 0,21, i.e. 5.4% for the period of six years (2014 in
relation to 2009).

Table 3 shows the correlation analysis between the GDP per capita
and GCI score for the group of Western Balkan countries in the period
2008-2013.

Table 3. The correlation coefficient between the GCI score and GDP
per capita in the Western Balkan countries (2008-2013)

Comelation Pearson Comrelation Coefficient of determination Sig. (2-tailed)
GCI- GDP 2008 0.805 65% 0.053
GCI- GDP 2009 0924 85%% 0.008
GCI- GDP 2010 0.838 T0% 0.037
GCI- GDPF 2011 0.859 T4% 0.028
GCI- GDP 2012 0621 30%% 0.189
GCI- GDP 2013 0.504 35% 0.406

Source: Prepared by the authors (SPSS Statistics)

Based on the results in Table 3, it can be concluded that there was
a positive linear correlation between the GDP per capita and GCI score
for the Western Balkan countries in the period 2008-2013. Also, if the
coefficient of determination is taken into consideration, it can be
concluded that there was 65% of the common variance between the GDP
per capita and GCI score for the Western Balkan countries in 2008, and
this percentage was significantly changing during the analysed period
(from 35% to 85%).



1043

Analysis of the competitiveness of Serbia based on the GCI and within
subindex Innovations and sophistication factors for the period 2009-2014

During the report period, the GCI of Serbia was around 3.80 with
minor fluctuations. Also, Serbia’s place in the world ranking of countries
according to the WEF report was not changed significantly. Thus, Serbia
was in the 93" place out of 133 countries in the WEF report and analysis
for 2009, and in the 94™ place in 2014 out of 143 countries.

Analysed by three subindexes within the GCI in the period 2009-2014
for Serbia, slight differences (Table 4) can be seen in the value of each
subindex separately. The lowest score and lowest place in the world ranking
of countries (analysed in the WEF report) is the third subindex related to
Innovation and Business Sophistication. This is understandable bearing in
mind that Serbia is still in the second stage of development that is efficiency-
driven. However, in this subindex Serbia recorded the lowest growth
compared to the other subindexes in 2014 (only 1.33%). On the other hand,
in subindexes Basic requirements and Efficiency enhancers, Serbia recorded
the growth of value in 2014 compared to 2013 of around 3%.

Table 4. Score of the GCI and Subindexes within it for Serbia (2009-2014)

Country: Serbia 2009 [ 2010 [ 2011 | 2012 | 2013 [ 2014
GCI {overall index)

Rank 93 96 93 93 101 94
Score 377 3.84 3.88 3.87 3.77 390
% Change of Score - 1.83% 1.04% | -0.26% -2.38% 344%
Basic requirements subinex
Rank o7 93 28 93 106 101
Score 390 4.13 418 413 306 4.10
% Change of Score - 6.41% 3.13% | -3.03% 4.358% 334%
Efficiency enhancers subinex
Rank 36 93 90 38 92 30
Score 377 3.75 3.73 3.83 3.78 390
% Change of Score - 0.33% | -033% | 2.68% -131% 3.17%
Innovation and sophistication
factors subinex
Rank 94 107 118 124 125 121
Score 3.21 3.04 299 296 3.01 3.05
% Change of Score - -3.29% | -1.64% | -1.00% 1.69% 1.33%

Source: WEF — The Global Competitiveness Report 2009-2015

Based on the analysis in Table 4, and the values of the GCI scores
in pillars of competitiveness in 2014, it can be concluded that at the top of
the priority list of the creators of economic development policy in Serbia
would be the third subindex - Innovations and sophistication factors.
Also, the GCI value in the third subindex in 2014 (3.05) was lower than
in 2009 (3.21). Therefore, it cannot be said that Serbia improved its position
in terms of innovations and business sophistication in the analysed period.
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The third subindex, representing the highest level of development
and competitiveness of a national economy, includes two pillars: innovation
and business sophistication. The results of this subindex for Serbia in the
period from 2009 to 2014 are given in Table 5.

Table 5. Score of Innovation and sophistication factors subindex
and indicators within it for Serbia (2009-2014)

Country: Serbia 2009 [ 2010 | 2011 | 2012 [ 2013 [ 2014
Innovation and sophistication
Jacters subindex
Fank o4 107 118 124 125 121
Score 321 3.04 200 296 3.01 3.05
%2 Change - -5.20% | -164% | -1.00% | 1.69% 133%
Business sophistication pillar
Fank 102 125 130 132 137 132
Score 345 3.15 3.08 3.11 3.18 321
% Change - B60% | 222% | 097% | 225% 0.94%
Innovation pillar
Fank 20 gg o7 111 112 [ 108
Score 298 293 2.00 2.81 285 | 189
% Change -168% [ -1.02% [ -3.10% [ 142% | 140%

Source: WEF — The Global Competitiveness Report 2009-2015

Bearing in mind that Serbia is still not at the highest level of
development — the innovation-driven economy, the scores for Innovation
pillar and Business sophistication pillar are lower compared to other pillars of
competitiveness. Therefore, with regards to business sophistication, Serbia is
among the last 10 world countries in last two years, and position and score
are not better considering innovation. However, within the Innovation and
sophistication factors subindex, Innovations record lower score in
comparison with Business sophistication and thus presents a determinant of
competitiveness to which more attention should be given in the future with
the aim of its improvement, but also in order to improve the competitiveness
of Serbia’s national economy.

Benchmarking analysis of Serbia with the Western Balkans
and EU 27 with regards to Innovations and Sophistication factors

Table 6 shows the data for the GCI for Innovations and sophistication
factors subindex and two pillars inside this subindex for six Western Balkan
countries in the period from 2009 to 2014.

Based on Table 6 it can be seen that in the analysed group of Western
Balkan countries, Montenegro records the highest values for the Innovations
and Sophistication factors subindex. On the other hand, with the lowest value
of this indicator B&H is ranked in the last position among the Western
Balkan countries. Regarding the value of Innovations and Sophistication
factors subindex, in the whole analysed period Serbia is placed in one of the
last three positions, together with Albania and B&H.
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Based on the provided data and analysis it can be seen that Serbia
in the period 2009-2014 could not manage to improve its competitive
position regarding the innovations and business sophistication in the
group of Western Balkan countries. In the period from 2010 to 2014,
Serbia’s score for the Innovations and Sophistication factors subindex is
lower compared to other Western Balkan countries separately, but also
compared to their average. B&H has achieved the most significant
improvement with regards to innovations and business sophistication,
since from 2009 to 2013 this country has recorded a growth of value in
this indicator (The Global Competitiveness Report for 2014-2015 does
not provide data for B&H).

Table 6. Innovations and Sophistication factors subindex
Jfor the Western Balkans in the period 2009-2014

2009 2010 2011 2012 2013 2014
.| 5 .| B .| 5 5 .| B .| 5
%5 R I - 0 - = < - B - O I It I B - R
28 (& Z| 2 |25| 3|2 |25 & 8 22|85 3| & |25 2| 2
FRBl o | E|FRB[m | R |EB| & | F m | E|EB|m | E|F8 @ | &
Croatia 349 376|322 332|356 {308 337366 3.08 366 [3.02] 346|381 (312347383 300
Montenegre |36 |3.82 (320 | 3.67 |3.86 [3.48 | 362 3.85| 339 383 (331|361 (370|342 353 | 360|337
Macedonia |33 |3.36 |2.89 | 320 |332 288 |3.14|3.47| 281 313|344 283 | 337|365 (300|353 378|328
Serbia 321 |345(298 | 304 |35 (293 299|308 | 290 [ 296]3.11{ 281 |3.01]3.18(285]3.05]321 | 289
Albania 290 337243 | 300 |3.61 (257318378 [ 258 [3.11(3.59| 263 [3.12| 344|280 3.17 | 361|273
B&H 280 320232 293 327 (259313342 | 284|328 (348|309 [ 340(353 (328
Average 3202541 2.86| 3.21 [2.50292] 324 3.54] 294|324 252 207 233 257 [ 209] 235 262 [ 307

Source: WEF-The Global Competitiveness Report 2009-2015

Table 7 shows the data for thr Innovations and sophistication
factors subindex and two pillars within this subindex for the EU 27
countries in the period from 2009 to 2014.*

Table 7 shows that in the analyst group of the EU 27 countries,
Sweden records the highest value for Innovations and Sophistication
factors subindex, with the average score in this indicator of 5.56 (out of
7). On the other hand, the lowest values of this indicator are recorded in
Romania (on average of 3.40).

! The data for Croatia are not included in the analysis for EU countries bearining in
mind that Croatia joined the EU on July 1%, 2013.
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Table 7. Innovations and Sophistication factors subindex for the EU 27

in the period 2009-2014
2008 2010 1011 2012 1013 1014

= ] g ] g ] g

= = = = = = ]

= EZ| 2 | = I -2 == Bz E=

g8 EE | 8| _ (28| B| . |28 B| - |EEB - |28 - |28 =

~ |28(23|<2 |23 (e8| 2 |25 |22 |2 |25 25| 2 28|28 | 2 2g|z| 2

= = = |22 = |22 =

i.;“f;‘:m 407 |524 460 | 498 (532 465 | 517 |54]1 (494|532 |548 (517|515 (540 |490 [ 521|545 406
Sweden 553|566 530|547 56 546 8
Netherlands| 517 (554 [472 | 516 3 536 1
Finland 54 EEN T 7
Denmark 52 504|513 g
Luxembomr 435 431 53
Ireland 4 418 5
Germany 54 511 518 571
Austria ] 48 552
France 50 48 500
Belzium 405 4,62 459 532
Estonis EEH] 364 368 420
Malts 383 333 343 4727
gi;;hbnc 44 101 302
Spain 4 335 347 3 377 E 369
Slovemia | 2 333 373 H 385 H 364
Cyprus 4 3488 T H EE H 371
Ttaly 4 338 340 3 373 B 373
Pormgzal | 3 362 377 3774 BT B 408
Latvia 3 194|337 373502 EESN EES 315 B 327
Hungary | 3 345371 [387 355 362368 374361 E 350
Slovalda | 3 312|378 [421]33E 291350 (402 [208 |3 302 |3 ENE]
Lithuanin | 3 318|378 [421]33E 43383 (416331 |59 B EE 362
Bulgsria | 3 290|322 (352201 4330 |32 208|328 (350 |2e7 |32 204
Poland H 333|374 [420[331 366 (406|325 (363 [404 [324 [3.66(204 [324
Greece H 314341 383300 337 (374|300 (346384 [308 [335]301 [518
Romsnis | 344 (379310 ] 324 [355 304 320 (347|202 (332|562 (301 [3353]377 [528
Average FEH I A A T A EE L G T H R A e A A T T T O

Source: WEF-The Global Competitiveness Report 2009-2015

Figure 1, 2, and 3 present the benchmarking analysis of Serbia with
the Western Balkan countries, the EU 27 and Sweden as an EU country with
the highest value for the Innovations and Sophistication factors subindex.

GCl 2014
6.00

GCl 2009 GCl 2013
Serbia
Western Balkans
Sweden
EU 27
GCl 2010 GCl 2012

GCl 2011

Figure 1. Benchmarking analysis for the Innovation and sophistication
factors subindex for the period 2009-2014
(Serbia, Western Balkans, EU 27, Sweden)
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GCI1 2009 GCl 2013

Serbia

—— Western Balkans
Sweden

—EU 27

GCl 2010 GCl 2012

GCl 2011

Figure 2. Benchmarking analysis for the Business sophistication pillar
for the period 2009-2014
(Serbia, Western Balkans, EU 27, Sweden)

GCl 2014
6.00
5.00

4.00,
GCI 2009 0 GCl 2013

Serbia

—\Western Balkans
Sweden

—EU 27
GCl 2010 GCl 2012

GCl 2011

Figure 3. Benchmarking analysis for the Innovation pillar
for the period 2009-2014
(Serbia, Western Balkans, EU 27, Sweden)

Based on Figure 1, 2, and 3 itcan be seen that Serbia is significantly
lagging behind the total values for the Inovations and Sophistication factors
subindex, but also bearing in mind its pillars (a. Innovation and b. Business
sophistication) that EU 27 records, and especially Sweden as an EU country
with the highest score of this indicator. Compared to other Western Balkan
countries, Serbia lags behind the average value for the Innovations and
Sophistication factors subindex in the whole analysed period (except in
2009 and 2010). Considering the two pillars within this subindex, greater
lag in relation to the average values of the Western Balkans is recorded for
the Business sophistication pillar. On the other hand, regarding the
Innovation pillar, Serbia in the whole analysed period (2009-2014) records
the score which is almost equal the average values of this indicator for the
Western Balkans.

CONCLUSION

Initiating, maintaining, and enhancing the economic growth requires
decisive action of the creators of the development policies in order to
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improve the competitiveness of their countries and future economic
prospects. Reforms and proper set of investments become crucial for
economic transformation that leads to a sustained high economic growth over
the long term. Therefore, it is imperative to increase competitiveness which
should be at the top of the agenda of economic reforms in a country.

Serbia is a country that cannot boast with a high level of
competitiveness in recent years. Also, with the average GDP per capita in
the period 2008-2013 below US$ 6000, its economy is efficiency-driven
and still is quite far away from the transition to an innovation-driven
economy stage.

The low level of GDP per capita substantially determines the overall
competitiveness of Serbian economy since there is a positive correlation
between GDP per capita and GCI score. However, in recent years, an
intensity of the correlation that exists between them has been reduced.

The low level of economic growth measured by the GDP per
capita, as well as other economic and non-economic factors, have
contributed to the almost unchanged GCI score of Serbian economy in the
last six years (from 2009 to 2014). Thus, not only has the competitiveness
of Serbian economy not improved, but, if the progress of other Western
Balkan countries is taken into account, Serbia has eroded its competitive
position among them.

Bearing in mind the low GCI scores of Serbia in the period 2009-
2014 and poor ranking among the Western Balkan countries regarding the
total GCI scores, but especially related to the pillars “Innovations and
business sophistication”, the creators of the development policies should
focus on improving competitiveness in these critical areas. Since the
lowest GCI scores in the observed period for Serbia were achieved in the
last, 12" pillar of competitiveness (Innovations), improving these areas
would enhance the overall competitiveness of the Serbian economy.
Therefore, innovations can be distinguished as the key determinant of
increasing the competitiveness of Serbia.
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NHOBAIMJE KAO JETEPMUHAHTA
KOHKYPEHTHOCTHU CPBUJE: KOMITIAPATUBHA
AHAJIN3A CA EY U 3EMJ/bAMA 3ATTAJHOI' BAJIKAHA

Bojan Kchnhl, Jenena CTaHOjeBﬂhz, Tama Crannmmh®
YYuusepsuter y Humry, Exonomckn daxynrer, Hum, Cp6uja
2Yuusepsurer y Humy, IpuponHo-Matematiuku daxyarer, Hum, Cp6uja
3Yuusepsuter y Kparyjesiry, ®akynter 3a MEHAUMEHT 1 Typu3aM y Bpmaukoj Bami,
CpOuja

Pe3ume

MHoBammje Kkao JeTepMUHAHTa KOHKYPEHTHOCTH jecy jeJHa OJf OCHOBHHX
HPETIIOCTaBKH E€KOHOMCKOT IIpOCIIepUTeTa CBake 3emsbe M moBehama Onarocrama
CTaHOBHHUIUTBA. Ja OM TBOPIM Pa3BOjHUX MOJHUTHKA (HOPMYIHCATH e()EKTUBHE TOTUTH-
Ke U cTpareryje, HoTpeOHe Cy afekBaTHe HH(POPMAIFje KOje ce OHOCE Ha CBE BUTAIHE
aCIIeKTe KOHKYPEHTHOCTH, YKJbYUyjyNH ¥ HHOBAIHjE.

ITuse ayropa oBor pama 6uo je na CBEOOYXBaTHO MCTPaXE M AHAIM3UPAjy KOHKY-
PEHTHOCT, ca MoceOHUM OcBpTOM Ha (akTope MHOBATHBHOCTH M CO(PUCTHIMPAHOCTH
Kao JeTepMHHaHTe KOHKypeHTHocTH Cpbuje, y mopehemy ca 3emsbama 3amagHor bam-
kaHa 1 3emsbama EY. Kopumrhena metomonoruja noxpasymesa ananusy M3Bemraja rio-
6anne koukypentHocTH (The Global Competitiveness Report) 2009-2010, 20102011,
2011-2012, 2012-2013, 2013-2014, 2014-2015, xoju mpexncraBiba MHPOPMAIMOHY
OCHOBY OBOT HCTP)KHBaHbA.

Pesynratu ncrpaxuBama ykasdyjy Ha To na je CpOuja 3emiba Koja ce He MOXKE IMO-
XBaJIUTH BUCOKUM HHBOOM KOHKYPEHTHOCTH HOCIeAmuX rogua. Takohe, ca B/III-om
0 CTAHOBHHKY KOjH je y mepuoay ox 2008. o 2013. roxuse y npoceky oko 6000 YCS$,
EHa NpUBpea je BojeHa eukacHomhy 1 jour yBeK je MPUIMIHO JaIeKo O]l TPaH3UIIH-
je Ka mpuBpenn Bohenoj naoBarmjama. Husak auBo bJII1-a mo ctaHoBHHKY OHTHO oripe-
JieJbyje ¥ YKYIIHY KOHKYPEHTHOCT CPIICKE MPUBpEe ¢ 003UpOM Ha TO Ja TIOCTOjU BHCO-
ka mo3uTuBHaA Kopenanuja uszmehy BJI[1-a mo cranoBHuky u [nmoGamHor wHzmekca
koukypenTHocTH (I'MK). Mnak, mocneamux roJrHa aHaTM3HPaHOT MEPHo/ia CMambyje ce
WHTEH3UTET KOpeTalije KOji TOCTOj! n3Melhy mbHX.

HenoBosban HuBo mpuspenHor pacta mepeH b/II1-om 1o CTaHOBHUKY, ajli U HEKH
JPYTH, KaKO €KOHOMCKH TakO M HEEKOHOMCKH (haKTOPH, JONPUHENIH Cy TOME Ja TpH-
Bpena CpOuje y mocneameM IecToroaummeM nepuoay (2009-2014) Genexxu rotoBo
HenpomeweH MK 3a cybunnexc daktopu MHOBATHBHOCTH M COQHMCTULIMPAHOCTH.
Tume He caMo 1a ce KOHKypeHTHOCT npuspene CpOuje Huje yHanpeauia Beh je, ako ce
y3Me y 003up HampenoBame Ipyrux 3emMasba 3anagHor bankana u EY, epoxupana cBojy
KOHKYPEHTCKY No3unyjy Mehy muma. Mmajyhu y Buny aucke BpenHoctu 'K Cpouje y
nepuoxy ox 2009. mo 2014. rogune, kao u nom padr Mehy 3emspama EY u 3amagxor
Bankana y ykymaom 'HK, a mocebHo y nomeny MHoBanmja u [TocinoBHe coducTrimpa-
HOCTH, TBOPIIM pa3BOjHE MOJUTHKE OU Tpebaio 1a ce poKycupajy Ha yHampeleme KOH-
KypPEHTHOCTH OBHUX KpUTHYHHUX ferepmuHaHTH. C 003upoM Ha To jaa ce Hajnommju MK
y mocmatpaHoM mepuoay 3a CpOujy ocTBapyje y HOCIembeM, 0JJHOCHO 12. cTy0y KOH-
KypentHoctu (MHOBaimje), yHanpeljerseM OBe NeTepMHHAHTE MYTEM KpeaTHBHE €KO-
HOMCKE TMOJIMTHKE YHAIpeauIa 01 ce yKyIHa KOHKYPEHTHOCT cpIicke mpuspeze. Tume
ce MHOBAIlMje MOT'Y M3/IBOjUTH Kao KJby4YHa JIeTepMUHAHTA MoBehamba KOHKYPEHTHOCTH
Cpbuje.



