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Abstract

For many years, the Republic of Serbia has had a huge problem with balance of
payment, which can be seen in chronic deficit in the current balance. Small and
inadequate supply and large export demand caused by structural and economic
system’s problems are the main reason for such a situation. Regardless the fact that
the balance on services of the Republic of Serbia has recorded permanent surplus for
years (with an exception of few years when it was in deficit due to errors of economic
policy) it is not able to fill in the gaps between export and import of balance on goods,
which has been chronically in deficit for decades. Because of that, the future
economic policy of the Republic of Serbia should be directed to long-term solutions
of problems of the balance of payment, in the sense of its sustainable deficit. This
means that the increase in export should be an imperative in the long run, and
restructuring of the economy in the sense of increasing the share of export-propulsive
sectors is a condition sine qua non.

In order for effects of export to be higher and to have positive effects on the
balance of payment and the competitiveness of the Republic of Serbia, all
comparative advantages of the economy should be used and their shift to competitive
advantages should be speeded up. In this regard, this paper will particularly analyze
the “revealed comparative advantages”. We will make an attempt to identify crucial
sectors and groups, which show revealed comparative advantages, with a special
focus on identifying service sectors, which traditionally record surplus in the foreign
trade.

Key words: comparative advantages, foreign trade, export, balance of payment,
economic structure.
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NCKOPUITREILE KOMITAPATUBHUX INPEJHOCTHU
PEINYBJIMKE CPBUJE Y ®YHKIIUJU TIOBERAIBA
E®EKATA U3BO3A

ArncTpakr

Peny6rmuka Cp6uja Beh myrm HM3 roaMHa MMa BEJIMKH IUTATHOOWIAHCHU HPOOIEM,
KOJjH ce Orie/ia y XpOHHYHOM JneduimTy Tekyher Omnanca. Malia 1 HeaileKBaTHa M3BO3HA
MOHY/Ia U BEJNIMKa YBO3HA TP)KHA y3POKOBAHE CTPYKTYPHUM H IIPUBPEIHO-CHCTEMCKUM
npoOJieMUMa TJIaBHU Cy Y3pOYHHIM OBakBe cuTyanuje. be3 o03upa Ha TO 1mTo OnimaHc
yenyra Pery6mke CpOuje 6enexxu cramHu cyGUIMT ToAnHAMa YHa3a (M3y3eB HEKOIHKO
TOIIMHA KaJIa j€ YIIIAaBHOM 300T rpeliaka eKOHOMCKE MOJUTHKE OHO y nedumuTy), oH Hije
y CTamy Ja IONYHH BENMKH ja3 m3Mel)y yBOo3a M M3Bo3a POOHOr OmiaHca, KOjH je y
XPOHHYHOM JCQHIMTY NelieHrjaMa yHa3aa. 300or Tora Ou Oyayha eKOHOMCKa MOJMTHKA
Peny6muke CpOuje Tpebano ma Oyme ycMepeHa Ka JyrOpodyHOM pelliaBamy MpodiieMa
IUIaTHOT OWJIaHCa, Y CMUCITY H-eTOBOI OAPXHBOT aeduimTa. To 3Haun na he mosehame
W3B03a OUTH NMIIEPATHB Ha AYTH POK, & PECTPYKTYpHpae IPUBpEIC, y CMUCIY TToBeharmba
yJiena M3BO3HO-TIPOITYII3UBHHX CEKTOPA, YCIIOB Oe3 Kora ce He MOXe.

Jla Ou edextn n3Bo3a Ommy BehW M NMO3UTHBHO YTHLIAIM HA IUIATHH OMIAHC U
KOHKYpeHTHOCT mpuBpeze PemyOmuke CpOuje, Mopajy ce HCKOPHCTUTH CBE KOMITapaTHB-
HE MPEIHOCTH MPHUBPEE 1 00e30eAUTH BHUXOB OP)KH Mpena3 Y KOHKYPEHTCKE PEeIHOCTH.
C tiM y Be3u, y paxy ce moceOHO 0aBHMO aHAJIM30M ,,0TKPHBEHHX KOMITApPaTHBHUX
npenHocTr”. Y pamy he OWTH y4nmbeH MOKyIIaj HICHTH(UKOBama KJBYYHHX CEKTOpA M
POOHUX IpyIia KOjH MOKa3yjy OTKPHUBEHE KOMITapaTHBHE MPEJHOCTH, Ca TIOCEOHUM aKIIeH-
TOM Ha HACHTH(HKOBAKE YCITy>KHUX CEKTOPA, KOJU y CIOJbHO] TPrOBHHH TPAIUIMOHATHO
Oenexe CypUIIHT.

KibyuHe peun: KOMIapaTHBHE NPEIHOCTH, CIIOJbHA TPrOBHHA, U3BO3, IUIATHH
OunaHc, IpUBPEIHA CTPYKTYpa.

1. INTRODUCTION

The division of trade into domestic and foreign is more a convention
than the reality, because, seen from the economic perspective, both domestic
and foreign trade comprise a unique trade activity, which performs the
turnover function in the cycle of reproduction. The differences between
domestic and foreign trade emphasized by economic theory are mainly
related to: the area of activity, climate differences, demographic differences,
differences in legislation, distance between partners, and the intensity of
interventionism of particular countries. In the broadest sense, under the term
foreign trade one understands all forms of economic cooperation of a country
with abroad. In the narrow sense, foreign trade encompasses trade of goods
and services by one country with abroad.

What the contemporary economic analysis gives special attention to
is the connection between foreign trade and economic development.
Understood in its narrowest sense, foreign trade appears to be an
inevitable component of every national economy regardless of the level
of development or the size of a country, because no economy can be self-
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sufficient, especially not the economy of small or medium counties
(Krugman, Obstfeld, 2000).

In broader perspective, foreign trade has the following important
functions: it is an important mediator in expanding new technology, new
ideas, production experiences, new methods of organization and
management; it is a basic mechanism of international flow of capital; it is a
necessary mechanism of international labor division and specialization
among countries.

The Republic of Serbia has for many years had a large problem of
balance of payment, which is seen in chronic deficit of current balance,
caused by structural and economic system’s problems. Regardless the fact
that the balance on services of the Republic of Serbia has recorded permanent
surplus for years, it is not possible for it to fill in a great gap between export
and import of balance on goods, which has been chronically in deficit. The
future economic policy of the Republic of Serbia should be directed at long-
term solution for the problem of balance of payment, in the sense of its
sustainable deficit. This means that an increase in export will be an
imperative for a long period of time, and the restructuring of the economy in
the sense of increasing the share of export-propulsive sectors is a condition
sine qua non.

What can be pointed to as the basic comparative advantage of the
Republic of Serbia, from the perspective of development strategy, and what
should be used in order to increase investments and future export is: optimal
geographic location, availability of high-qualified workers, competitive
operative expenses, duty-free access to 1.1 billion consumers, and financial
incentives (Serbian Development Agency, 2016).

In order to increase the effects of export and to make them beneficial
to balance of payment and competiveness of the economy of the Republic of
Serbia, one has to use all comparative advantages and to secure their faster
shift to competitive advantages. The paper deals especially with the analysis
of the revealed comparative advantages, and we will make an effort to
identify crucial sectors and commodity groups, which exhibit the revealed
comparative advantages. Special attention will be given to identifying
services sectors, which traditionally record surplus in international trade.

In the first part of the paper, titled “Foreign trade and balance of
payment of the Republic of Serbia in the new external environment”, we will
present the dynamics and the structure of the foreign trade of the Republic of
Serbia, and thereafter we will present the revealed comparative advantages of
the sectors of the standard international trade classification of the Republic of
Serbia. This part pays special attention to measuring the revealed
comparative advantages of the branches of the manufacturing industry of the
Republic of Serbia, as the dominant sector in creating gross national product.

The second part of the paper is titled “The strategy of stimulating
export of the Republic of Serbia” is an attempt to identify potential export
propulsive sectors in the Republic of Serbia. This part especially
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emphasizes possibilities and prospects of increasing export in the EU
countries, which are the largest and traditional export market of Republic of
Serbia. This part especially deals with the possibilities for export of the real
sector, i.e. export of goods and particularly with the prospect of export of
certain services of the Republic of Serbia, which are to be more carefully
considered in the future strategy of foreign trade of the Republic of Serbia

2. METHODOLOGY AND HYPOTHESES

In this paper, beside classical methods of scientific analysis, we
will especially use the comparative method, which will indicate trends of
the structure of foreign trade of the Republic of Serbia and the EU, as
well as the balance of payment of the Republic of Serbia (and the sub-
balance) over the years and will draw certain conclusions regarding the
trends. Furthermore, the comparative method will also show the trend of
the balance of payment of the EU, which is very indicative for offering
certain recommendations for economic policy in the sense of increasing
export of certain sectors. The paper will also use the method of quantitative
analysis, with which we will measure the index of the revealed comparative
advantages (RCA) of a sector according to an international trade
classification, which is the simplest way to discover which sectors could be
the backbone of the future export run of the Republic of Serbia.

Since the paper deals specifically with the so called revealed
comparative advantages of the Republic of Serbia, we use the RCA index
for that purpose, which measures comparative advantages of a national
economy. There are several mathematical variations of this index in the
literature, and we will use the simplified version that has the following
formula:

_Xi-M

CXj+Mj
where X; is the value of export of a product j (or a sector j), and M is the
value of import of a product j (or sector j) (Jefferson Institute, 2003).

In this case, the index takes values from 0 to 1. This means that the
closer the index is to 1, comparative advantages are higher, the closer it is
to 0, comparative advantages are lower. If this index is negative, then it is
said that there are no comparative advantages in export of this product.

The paper should confirm the following starting hypotheses:

1. the main cause of payment balance problems of the Republic of

Serbia is chronic deficit of balance on goods,

2. deficit of the balance on goods causes structural and economic

system’s problems,

3. the Republic of Serbia does not have an adequate export supply,

4. the only long term solution for the problem of deficit is

restructuring of the economy and the increase of export.
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3. FOREIGN TRADE AND THE BALANCE OF PAYMENT OF THE
REPUBLIC OF SERBIA IN NEW EXTERNAL ENVIRONMENT

3.1. The Dynamics of Foreign Trade and the Balance
of Payment of the Republic of Serbia

It is a fact that the foreign trade activity of the Republic of Serbia
has been intensified in the past few years in a positive way, which is
shown by the balance of payment of the Republic of Serbia, as seen in the
data that follows. After the period of crisis in 2007 and 2008, when the
greatest difference between export and import of Serbia had been
recorded, a period of stabilization of foreign trade followed, and one can
notice that the negative foreign trade account decreased year after year.
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Graph 1. Foreign trade balance of the Republic of Serbia
Source: Directorate General for Trade. (2017). European Union, Trade with Serbia.
Brussels: European Commission, pg. 8.

First, we will observe the structure of the foreign trade of the Republic
of Serbia according to different criteria, starting from geographic to
commodity structure.

Table 1. The most important foreign trade partners of Serbia, 2016

Export Import

World 13423  World 17177
EU 28 8921 EU 28 10944
Bosnia and Herzegovina 1123 China 1447
Russia 693  Russia 1277
Montenegro 666  Turkey 581
FJR Macedonia 519  Bosnia and Herzegovina 409
Turkey 230 USA 297
USA 208  Ukraine 200
Switzerland 96  Switzerland 194
Albania 91 FJR Macedonia 191
UAE 77  lraq 128

Source: Directorate General for Trade. (2017). European Union, Trade with Serbia.
Brussels: European Commission, pg. 8.
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It can be noticed that the EU has been our biggest foreign trade partner
for many years (when it comes both to export and to import). The table
shows that more than 60% of the foreign trade of the Republic of Serbia is
with the EU countries, that are followed by the former Yugoslav republics
Bosnhia and Herzegovina and Macedonia. These are followed by Russia,
Turkey, USA and Switzerland. Among other significant export markets of
Republic of Serbia there are also Montenegro, Albania and UAE.

Regarding the main import destinations of the Republic of Serbia,
beside those already mentioned countries, there are also China, Ukraine
and Iraq.

If we take a look at the structure of the foreign trade of the
Republic of Serbia according to classification of activities, we can see
that manufacturing industry is a dominant activity in the foreign trade,
and then agriculture, forestry and fishing.

Table 2. Foreign trade structure of Republic of Serbia by classification of
activities (mil. $)

2013 2014 2015
Export Import Export Import Export Import
Agriculture, forestry and fishing 865 595 979 630 946 605
Mining and quarrying 87 2231 80 1972 52 1649
Manufacturing 13073 15992 13385 16210 12076 14203
Electricity, gas, steam and air 272 160 84 150 96 95
conditioning supply
Water supply; sewerage, waste 242 114 227 113 133 96
management and remediation
activities
Information and communication 67 80 86 72 72 57
Professional, scientific and 0 1 3 0 2 0
technical activities
Arts, entertainment and recreation 3 0 0 1 1 0
Other service activities - 0 0 0 0 0
Unclassified 1 1377 2 1452 1 1504

Source: Statistical office of the Republic of Serbia. (2016). Statistical Yearbook 2016.
Belgrad: Statistical office of the Republic of Serbia, pg. 317 - 318.

For this occasion we will analyze also the structure of foreign trade
according to the Standard International Trade Classification (SITC) (Table
3). It can be seen in the table that Serbia has a positive account in the
following groups: food and live animals, beverage and tobacco, animal and
vegetable fats. This is not very flattering, since these are all products of low
technological level, which cannot be used to increase competitiveness in the
long run.

If we take a look at the structure of foreign trade of Serbia by
destination, we can see that intermediate goods participate with the greatest
percentage, and then consumer goods and capital goods.
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Table 3. Foreign trade structure of Republic of Serbia by SITC (mil. $)

Food and live Beverages and Crude Mineral fuels ~ Animal and
animals tobacco materials, and lubricants  vegetable fats
except fuels

Year Export Import Export Import Export Import Export Import Export Import
2011 2092 1055 274 198 656 792 496 3963 201 45
2012 2095 1104 286 185 560 615 401 3320 196 51
2013 2097 1207 320 209 652 641 705 3112 189 69
2014 2367 1330 398 210 544 660 554 2908 151 60
2015 2088 1143 441 225 449 747 381 2097 157 52

Chemical Manufactured Machinery and Miscellaneous  Products not
products goods transport manufactured elsewhere
equipment goods specified
Year Export Import Export Import Export Import Export Import Export Import
2011 1002 2975 3481 3843 1961 4526 1510 1510 106 954
2012 909 3135 2573 3478 2545 4533 1552 1356 108 1146
2013 1249 3168 2913 3560 4535 5628 1831 1565 120 1393
2014 1195 3084 3108 3712 4465 5572 1942 1606 121 1457
2015 1131 2732 2871 3293 3896 5075 1762 1336 204 1511
Source: Statistical office of the Republic of Serbia. (2016). Statistical Yearbook 2016.
Belgrad: Statistical office of the Republic of Serbia, pg. 319 - 320.

Table 4. Foreign trade structure of Republic of Serbia by destination (mil. $)

2013 2014 2015
Export Import Export Import Export Import
Capital goods 1145 2327 1145 2415 1222 2328
Intermediate goods 7697 12902 7774 12695 7058 10699
Consumer goods 5767 3945 5924 4039 5098 3679
Unclassified 1 1377 2 1452 1 1504

Source: Statistical office of the Republic of Serbia. (2016). Statistical Yearbook 2016.
Belgrad: Statistical office of the Republic of Serbia, pg. 315.

This additionally confirms the fact that the Republic of Serbia has
a poor structure of the foreign trade, which also somewhat means a poor
economic structure and also the economy itself (in the most developed
economies, the position “capital goods” is dominant). Regardless the fact
that Serbia entered the second phase of competitiveness according to all
parameters of the World Economic Forum (efficiency driven economies),
this structure of the foreign trade by destination will certainly not speed
up the third and the final phase of competitiveness (innovative).

Since the EU is by far the biggest foreign trade partner of the
Republic of Serbia, we will pay special attention to the structure of the
foreign trade between the Republic of Serbia and the EU.
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Graph 2. The dynamics of foreign trade of Serbia with the EU
Source: Directorate General for Trade. (2017). European Union, Trade with Serbia.
Brussels: European Commission, pg 7.

It can be seen that what dominates in the foreign trade with the EU
are: manufactures, machinery and transport equipment, primary products,
agricultural products, food and other manufactures (respectively). Since
2013, an intensive growth in export of the Republic of Serbia into the EU
countries has been recorded, but also an increase in import from the
European countries, which is still by far greater than the Serbian export.
Furthermore, increased dynamics of foreign trade (both export and import) is
recorded in almost all SITC sectors.

What is necessary to emphasize as a positive trend in the last few
years is a decrease in deficit of the current balance.

This is contributed both by the decrease of deficit of balance on
goods of the Republic of Serbia, and by the increase in sufficit of the
balance on services.

Regarding the capital account, we can record another positive trend
of a small increase in foreign direct investments and reduction of long-
term loans. Policymakers, however, must not let be deceived by such a
trend, because these long-term credits from the previous period have been
piled up, and, beside the problem with the balance of payment, the debt
problem is one of the most prominent problems that we have with the
external environment.
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Table 5. Balance of payment of Republic of Serbia (mil. EUR)
2012 2013 2014 2015

1. Current account -3,671 -2,098 -1,985 -1,577

1.A. Goods and services -5,523 -3,845 -3,645 -3,268

1.A.a. Goods -5,634 -4,159 -4,111 -3,993

Export 8,376 10,515 10,641 11,357

Import 14,011 14,674 14,752 15,350

1.A.b. Services 111 313 465 725

Export 3,093 3,422 3810 4,273

Import 2,981 3,109 3,344 3,548

1.B. Primary income -1,097 -1,419 -1,343 -1,658

1.C. Secondary income 2,949 3,166 3,003 3,349

2. Capital account -8 15 7 -18

3. Financial account -3,351  -1,630 -1,705 -1,205

3.1. Direct investment -753  -1,298 -1,236 -1,804

3.2. Portfolio investment -1,676 -1,883 -369 289

3.3. Financial derivatives 2 -1 -6 2

3.4. Other investment 214 855 1,703 141

3.4.1. Other equity 0 0 0 0

3.4.2. Currency and deposits 156 -228 830 -218

3.4.3. Loans 316 1,286 757 230

3.4.4. Insurance, pension, and 3 0 0 0

standardized guarantee schemes

3.4.5. Trade credit and advances -261 -204 116 129

3.4.6. Other accounts 0 0 0 0
receivable/payable

3.5. Reserve assets -1,137 697 -1,797 -166

4. Net errors and omissions 329 453 273 390

Source: National Bank of Serbia. (2017). Statistical bulletin. Belgrade: National Bank
of Serbia, pg. 108.

3.2. Revealed Comparative Advantages of the Republic of Serbia

It has been clear for a long time, and besides it was proven by
eminent scientists, that using comparative advantages can strongly
increase the effects of export and improve the structure of the balance of
payment of a national economy. In the following passages we will deal
more concretely with the so called revealed comparative advantages of
the Republic of Serbia, and for that purpose we will use the RCA index
that measures comparative advantages of a national economy.

Just for a moment we will return to SITC sectors of the Republic of
Serbia, and in the following table we can see the RCA indices for each of
them.
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Table 6. RCA indices of SITC sectors of the Republic of Serbia

SITC sectors 2011 2012 2013 2014 2015
Food and live animals 0,31 031 027 028 0,29
Beverages and tobacco 016 021 021 031 0,32
Crude materials, except fuels -0,09 -0,05 0,01 -0,1 -0,25
Mineral fuels and lubricants -0,78 -0,78 -0,63 -0,68 -0,69
Animal and vegetable fats 063 059 047 043 0,50
Chemical products -050 -0,55 -043 -0,44 -041
Manufactured goods -0,06 -0,15 -0,10 -0,09 -0,07
Machinery and transport equipment -0,39 -0,28 -0,11 -0,11 -0,13
Miscellaneous manufactured goods 0 0,07 008 009 014
Products not elsewhere specified -0,79 -0,83 -0,85 -0,85 -0,76

Source: own calculations based on: Statistical office of the Republic of Serbia. (2016).
Statistical Yearbook 2016. Belgrade: Statistical office of the Republic of Serbia.

We can notice that the index is positive for four sectors: food and live
animals, beverages and tobacco, animal and vegetable fats and miscellaneous
manufactured goods. In other commodity groups the index is negative, which
means that there are no revealed comparative advantages. The greatest RCA
index is in the groups of animal and vegetable fats and beverages and
tobacco. The RCA index in the sectors of food and live animals and animal
and vegetable fats has had a cyclic tend over the past five years, while the
sectors of beverages and tobacco and miscellaneous manufactured goods
record a constant growth during this period. In all other SITC sectors the
Republic of Serbia records a negative RCA index, and it is the greatest in
mineral fuels and lubricants and products not elsewhere specified.

By looking at the vertical economic structure of the Republic of
Serbia, it can be easily seen that the manufacturing industry participates
in the greatest percentage in making the gross national product of the
Republic of Serbia. This sector also employs the greatest number of
workers, so it can be justly considered the most important (driving) sector
in the economy and therefore we pay special attention to revealed
comparative advantages to manufacturing activities (within the sector of
manufacturing industry).

It can be clearly seen in the table that tobacco production had the
greatest comparative advantages in 2015, and it was followed by furniture
production, beverages and food products. Noticeable growth of the RCA
index was recorded in the production of tobacco products and furniture
production during the observed period. Attention should also be drawn to
the manufacture of wearing apparel, food, manufacture of fabricated
metal products except machinery and equipment, manufacture of rubber
and plastic.
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Table 7. RCA indices of manufacturing activities

2013 2014 2015

Manufacturing -0,10 -0,09 -0,08
Manufacture of food products 0,28 0,27 0,24
Manufacture of beverages 0,45 0,41 0,34
Manufacture of tobacco products 0,02 0,31 0,57
Manufacture of textiles -0,49 -0,46 -0,45
Manufacture of wearing apparel 0,30 0,27 0,29
Manufacture of leather and related products 0,06 0,07 0,07
Manufacture of wood and products of wood 0,07 0,09 0,09
Manufacture of paper and paper products -0,34 -0,31 -0,27
Printing and reproduction of recorded media - - -
Manufacture of coke and refined petroleum products -0,35 -0,34 -0,38
Manufacture of chemicals and chemical products -0,45 -0,49 -0,48
Manufacture of basic pharmaceutical products -0,52 -0,48 -0,49
Manufacture of rubber and plastic products 0,11 0,11 0,17
Manufacture of basic metals -0,07 -0,07 -0,08
Manufacture of fabricated metal products except 0,16 0,12 0,20
machinery and equipment

Manufacture of computer, electronic and optical products -0,57 -0,55 -0,61
Manufacture of electrical equipment 0,09 0,12 0,09
Manufacture of machinery and equipment n.e.c. -0,32 -0,40 -0,36
Manufacture of motor vehicles and trailers -0,05 0,02 -0,001
Manufacture of other transport equipment -0,04 -0,12 -0,08
Manufacture of furniture 0,26 0,36 0,42
Other manufacturing -0,37 -0,36 -0,27

Source: own calculations based on: Statistical office of the Republic of Serbia. (2016).
Statistical Yearbook 2016. Belgrade: Statistical office of the Republic of Serbia.

4. THE STRATEGY OF STIMULATION OF EXPORT
OF THE REPUBLIC OF SERBIA

4.1. Identifying export-propulsive sectors of the Republic of Serbia
based on comparative advantages

The structural transformation of the economy of Serbia has entered
the phase of unacceptable slowdown. This reflects the structure of foreign
trade with negative effects on the current balance. If this trend would
continue, it would bring the economy into the phase of regression and
cause even deeper structural disproportions. Therefore, the process of
restructuring has to start with an active role of the state.

How should the economy of Serbia be restructured? This complex
and in this moment probably the most difficult macroeconomic question
cannot be given a simple answer. In the order of activities, leading sectors
of Serbian economy should be identified as an axis point of its
development. Also, potential “driving” sectors should also be identified,
which could give a direction to future structural changes and the future
economic structure of Serbia. The structure of Serbia should be “set” in
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the way that would provide continuous economic growth in a long run, to
reduce disproportion of the balance of payment, to increase competitiveness
of the economy, to reduce unemployment and finally to increase standard of
living.

Having in mid that Serbia has had a serious payment balance crisis
for many years, because of relatively large deficit of the current balance,
which has a structural background, it is of a crucial importance for the
future strategy of restructuring Serbian economy, and thus for increasing
the export effects, to observe sectors in international trade.

The EU is the largest foreign trade partner of Serbia. This fact is
important not only because of the volume of foreign trade business, but
also because of Serbian joining the EU. It is, however, alarming that
Serbia records the largest foreign trade deficit with the EU, even though
there are practically no customs duties for Serbian import into the EU,
with an exception of four types of products (wine, sugar, beef and some
sorts of fish) (Hukomuh, 2008). Serbian export to the EU is “inhibited” by
some non-tariff barriers, especially in exporting services to the market of
the EU, where some standards are practically unreachable.

Serbia has also a possibility allowed by the EU to protect certain
sectors with tariffs for some years, but gradually to liberalize that regime.
Beside this, the structure of the foreign trade with the EU is quite
unfavorable.

Having in mind that manufacturing industry is the most important
sector of the Republic of Serbia, it is logically to start from a possibility
that this sector makes products for international market. Table 8 shows
countries that dominate in the world trade in manufacturing products.
From the geographic perspective, the Republic of Serbia should
emphasize not only the increase in export into the EU countries, but also
to other world markets, such as USA, China, India and Japan.

The Republic of Serbia has the largest comparative advantage in
the production of agricultural products and agroindustry, and we should
take a look at Table 9, which shows the most important countries in the
international trade in agricultural products. It is interesting to mention that
in this group of the most important countries in the international trade in
agricultural products, there are mostly countries that also dominate in
trade in manufacturing products, which makes the already given
conclusion on the future orientation of Serbian export to different markets
more important.
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Table 8. The world's most important exporters and importers
of manufacture (mil. $ and %)

Annual
Value Share in world exports/imports percentage
change
Exporters 2015 1980 1990 2000 2015  2010-15
EU 28 4239 - - 43 36,6 1
China 2153 0,8 1,9 4,7 18,6 8
USA 1126 13 12,1 13,8 8,7 4
Japan 545 11,2 115 9,6 47 -4
Republic of Korea 470 1,4 - 3,3 41 3
Hong Kong 437 - 2,5 - - 3
Mexico 312 0,4 11 3 2,7 7
Singapore 266 0,8 1,6 2,5 2,3 1
Taiwan 240 1,6 2,6 3 2,1 0
Canada 208 2,7 3,1 3,7 1,8 2
Total 9445 - - 87 81,6 -
Importers

EU 28 3812 - - 43 32,9 0
USA 1808 11,2 15,4 47 15,6 6
China 1084 11 1,7 13,8 9,4 4
Hong Kong 465 - - - - 4
Japan 372 2,3 4,1 4,1 3,2 1
Canada 323 3,7 3,8 0,5 2,8 2
Mexico 320 1,5 1,3 3,6 2,8 6
Republic of Korea 269 0,9 1,8 3 2,3 2
Singapore 206 1.2 1,8 2,5 1,8 0
India 187 0,5 0,5 3 1,6 4
Total 8423 - - 81,4 72,8 -

Source: WTO. (2016). World Trade Statistical Review. Geneva: WTO, pg. 105.



502

Table 9. The most important world exporters and importers
of agricultural products (mil. $ and %)

Annual
Value Share in world exports/imports percentage
change

Exporters 2015 1980 1990 2000 2015 2010-15
EU 28 585 - - 41,9 37,1 2
USA 163 17 14,3 13 10,4 3
Brazil 80 34 2,4 2,8 51 3
China 73 15 2,4 3 4,6 7
Canada 63 5 54 6,3 4 4
Indonesia 39 1,6 1 1,4 2,5 2
Thailand 36 1,2 19 2,2 2,3 1
Australia 36 3.3 2,9 3 2,3 6
India 35 1 0,8 1,1 2,2 9
Argentina 35 1,9 1,8 2,2 2,2 0
Total 1146 - - 76,9 72,7 -
Importers 590 - - 42,7 35 1
EU 28 160 2,1 1,8 3,3 9,5 8
China 149 8,7 9 11,6 8,8 5
USA 74 9,6 11,5 10,4 4,4 -1
Japan 38 1,8 2 2,6 2,3 4
Canada 33 15 2,2 2,2 2 4
Republic of Korea 28 0,5 0,4 0,7 1,6 9
India 28 1,2 1,2 1,8 1,6 3
Mexico 28 - - 1,3 1,6 -5
Russian Federation 27 - - - - 6
Hong Kong 18 1 1 1,1 1,1 6
Total 1154 - - 77,6 67,9 -

Source: WTO. (2016). World Trade Statistical Review. Geneva: WTO, pg. 104.

4.2. Possibilities for increasing the export of goods to the EU

It should be emphasized that the EU-28 has made significant
improvement in its foreign trade in goods in the past ten years. Namely, in
the pre-crisis period (2007), the deficit on goods of EU-27 was over 200
billion EUR, but more recently this integration has become net exporter
with the positive score of balance on goods of 37 million EUR in 2016.
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Table 10. Balance of trade EU-28 (mil. EUR)
2012 2013 2014 2015 2016

0-9 Total -113,9 79 10,7 60 36,9
0 Food and live animals -154 -106 -119 -18,2 -169
1 Beverages and tobacco 21,4 21,4 211 22,8 23,8
2 Crude materials, except fuels -286 -26,8 -254 -243 -2177
3 Mineral fuels and lubricants -4215 -377,9 -335,2 -2429 -190,2
4 Animal and vegetable fats -4,6 -3,9 -4,1 -4,3 -3,8
5 Chemical products 112,41 1154 1134 129,7 1291
6 Manufactured goods 352 36,3 26,1 15,1 8,5
7 Machinery and transport equipment 2551 2714 250 215,8 193
8 Miscellaneous manufactured goods -457 -356 -47,7 -63,6 -62/4
9 Products not elsewhere specified -21,8 59,2 24,5 30 -224

Source: EUROSTAT.

What is the group of goods that makes the greatest deficit for the
EU? That is goods group 3 — mineral fuels and lubricants. This is where
Serbia can hardly seek for an opportunity to increase its export, since
Serbia itself is a great importer of energy products. However, in further
future the chance for export could be in electric energy, for the production
of which there are large comparative advantages in Serbia, particularly in
hydro-energy.

The EU has also a large foreign trade deficit in group 8 —
miscellaneous manufactured goods. The greatest minus is recorded in
subgroups: clothing and shoes, furniture, miscellaneous craftsman products,
optic and photo devices. This can be a great chance for export of the
Republic of Serbia, and also a chance to recover numerous branches of
manufacturing industry, that Serbia was once known for. These are first of
all: textile industry, leather and shoes industry and furniture industry. Most of
these industries are labor-intensive, which would have a great impact on
reduction of unemployment in Serbia.

Another great minus that EU records is in goods group 2 — crude
materials, except fuels. This cannot be an export opportunity for Serbia,
because this group contains subgroups such as: metal ore, natural rubber,
raw leather, textile fibers and other raw materials which are mostly
imported in Serbia. Besides, basing export on group 2 is avoided even by
countries that have comparative advantages in the raw material base.

What is the main asset of Serbia presently but also in the nearer
future is goods group 0 — food and live animals. The largest positive
account in the foreign trade of Serbia is made in this group of goods,
which is not flattering, since these are less sophisticated products, or in
other words, products of a lower technological level. However, the
comparative advantage that Serbia has in the production and export of
this type of products is what “pulls out” Serbia from payment-balance
insecurity that has been lasting for many years. A certain opportunity for
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export into the EU is fruits and vegetables, sugar and animal feed. We
have already said that agriculture, as one of the carrying megasectors, can
contribute to economic development not only with its fast development,
but also with its influence on the increase of the total level of productivity
of a country, which does not oppose new employment. A positive impact
would also be felt by the development of rural areas, which have been
experiencing real demographic catastrophe and even disappearance in the
past few years. Fast development of agriculture would also affect the
revival of numerous manufacturing capacities, which are directly
dependent on it, but which have hit the rock bottom due to irresponsibility
and neglecting of development policy. Finally, the increase in the level of
the final processing of agricultural products can only be positive in the
sense of export revenue of these products.

Group 4 — animal and vegetable fats are also one of the rare export
assets of Serbia which also here records sufficit, and export possibilities
to the EU are open.

What is left is to comment on certain items in other commodity
groups in which Serbia could take active participation in their export to
the EU. These are first and foremost non-ferrous metals, rubber
production and inorganic chemical products. In the far future, this could
also be the production of somewhat more sophisticated products of group
7 — machinery and transport equipment, which is not possible without
new FDI and state investments in scientific-research projects.

4.3. Services as an export opportunity of the Republic of Serbia

Although the classical division of goods into tradable and non-
tradable indicates that services are non-tradable goods, i.e. that the deficit
of the balance on goods cannot be covered with it, we cannot agree with
this statement which is confuted by the reality of modern conditions. Not
only are services tradables, but it is possible to make a nice profit with
them in the international trade.

It has been already mentioned that special attention in the current
balance of the Republic of Serbia is deserved by the balance on services,
which has traditionally recorded surplus for a number of years (even
decades). This “surplus” is by far not enough to cover the large deficit of
the balance of goods, but it can be a clear indicator to policymakers that
helps identify and stimulate future export sectors.

By taking a look at the balance on services of the Republic of Serbia,
one can immediately perceive a positive fact that its account has been
rapidly enlarged over the past years. This should be a good orienting point
to policymakers in which direction they should move and which sectors
should be especially stimulated. Over the past five years, the surplice in the
trade in services of the Republic of Serbia has been increased for almost 8
times and most of the items of the balance on services have recorded



505

surplus. The largest increase in surplus is recorded in items: professional
and management consulting services, services in research and development,
telecommunication services, telecommunications, computer, and information
services, manufacturing services on physical inputs owned by others and
other business services. It is an interesting fact that the Republic of Serbia
has recorded deficit in tourism in the past few years, although there are
comparative advantages for the development of this sector. Deficit is also
recorded in transport, which has recorded one of the largest sectoral
productivity in the Republic of Serbia recently, as well as a positive
reallocation effect (increased employment in the sector would additionally
increase productivity). This should be a clear warning to the state carefully
to choose strategic goals and directions of economic development and
consequently to choose adequate economic policy.

Table 11. Balance of services of Republic of Serbia (mil. EUR)

2012 2013 2014 2015 2016

Services total 112 313 466 725 895

Manufacturing services on physical inputs 116 143 162 164 203
owned by others

Maintenance and repair services n.i.e. -2 8 17 25 10

Transport -78 -29 -10 -45 -70

Travel -86 -49 -26 -48 -45

Construction 78 114 169 152 107

Insurance and pension services -24 -18 -25 -14 -18

Financial services -21 -29 -37 -38 -31

Telecommunications, computer, and 108 159 200 318 408
information services

Other business services 124 145 157 208 273

Research and development services 5 0 8 35 46

Professional and management consulting 28 55 72 92 118
services

Technical, trade-related, and other business 312 91 78 81 109
services

Personal, cultural, and recreational services 48 44 37 72 97

Government goods and services n.i.e. -42 -42 39 -34 -35

Source: own calculations based on the data of the National Bank of Serbia.

In this paper we have mentioned several times that the EU is the
largest foreign trade partner of the Republic of Serbia, and this is also the
case in the field of services. Below, we will take a look at an excerpt from the
balance on services of the EU, more precisely on a peart which shows
negative balance in some service items. Our intention is to draw conclusion
on potential increase in export of certain services of the Republic of Serbia
into the EU.
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Table 12. Negative positions of the EU balance of services (billion EUR)
2012 2013 2014 2015 2016

Air transport 55 -2,1 -1,6 -0,8 -
Other transport -0,3 -0,9 -0,4 -1,1 -
Railway transport -0,1 -0,03 -0,05 -0,1 -
Goods transport by roads -1,2 -0,2 -1,3 -2,1 -
Postal and courier activities -0,3 -0,7 -0,3 -0,6 -
Intellectual property use -7,8 -63 -195 -37,1 471
Personal cultural and recreational services -1,4 -1,9 -3,5 -2,8 0,02
R&D services -1,4 1,2 -1,2 -14 -325

Source: own calculations based on the EUROSTAT data.

Already at the first glance it is clear that the Republic of Serbia can
seek for its services export opportunity in exporting services in research
and development (which is indeed the intention of the Government of the
Republic of Serbia), personal, cultural and recreational services (for which
there are undoubtedly comparative advantages), as well as services of
certain types of transport.

Beside the EU, the largest exporter of manufacturing services on
physical inputs owned by others is China. Asian countries such as Japan
and South Korea are large importers of these services, so perhaps attention
should be drawn to this Asian region (World Trade Organization, 2016).

Concerning construction, Serbia is traditionally regarded as one of
the most respectable countries in Europe that has been exporting high-
quality services in this sector around the world for many decades. Beside
the traditional Russian market, the future strategy should also count on fast-
growing market of the Middle East and countries such as Kuwait, UAE,
Qatar and Saudi Arabia, whose need for construction services permanently
increases year after year (World Trade Organization, 2016).

What has increased in the past few vyears is export of
telecommunications, computer, and information services of the Republic
of Serbia. In this regard one should pay attention to countries such as
Russia, Singapore and Japan, which have great needs for this type of
services and at the same time record large deficits in foreign trade with this
type of services (World Trade Organization, 2016). Having in mind that
this is highly sophisticated set of services which have large value added and
demand high qualified workforce, strategy makers and policymakers in the
Republic of Serbia should recognize the importance of this sector and
stimulate even more its development and speed up the connection with
scientific and research institutions.

A set of personal, cultural and recreational services is also very
interesting, and their additional development in the Republic of Serbia
would not ask for large investments, because there are already comparative
advantages in this sector of services. Large deficits in this item are recorded
by countries around the world, which means that the export opportunities
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are great. The largest deficits are recorded by countries such as Canada,
India, Australia, Brazil, Switzerland, Russia, Norway, Qatar, so the
Republic of Serbia can seek for the opportunities to increase the export on
literally all continents (World Trade Organization, 2016).

The largest participants in foreign trade in services are the most
developed countries of the world, but also some developing countries (so
called emerging markets) (Ingham, 2004). Countries such as Japan,
Switzerland, Brazil, South Korea and Russia are possible markets Serbia
should pay attention when considering stimulation of this sector on services
(World Trade Organization, 2016).

5. CONCLUSION

The field of international trade and international trade policy is one
of the most attractive fields not only in academic circles. Sufficit in the
balance on goods has always been regarded as a sign of prosperity of a
country, regardless of the methods of its realization. Deficit, on the other
hands, has been always a sign of inadequate and unsuccessful economic
policy (Todaro, Smith, 2003).

Having in mind the payment balance situation in the Republic of
Serbia, it can be concluded that it is unfavorable because of relatively
large deficit of the current balance, which is caused by the huge deficit of
the balance on goods. However, the problem is not of the balance of
payment nature, but rather of structural and even systemic nature.

The poor economic structure and disoriented structural transformation
that have been lasting for many years, have caused poor structure of export
supply of the Republic of Serbia, and in this way revealed comparative
advantage has been identified in sectors such as food and live animals,
beverages and tobacco, animal and vegetable fats and miscellaneous finished
products. In other groups of goods there are no revealed comparative
advantages (the RCA index is negative). Looking at the vertical economic
structure of the Republic of Serbia, it is clear that manufacturing industry
participates with the largest share in creating gross national product of the
Republic of Serbia, and it also employs the largest number of workers, so it
can be justly considered the most important (driving) sector in the economy.
The largest comparative advantage of the manufacturing activities are shown
in the production of tobacco products, then furniture, beverages and food
production. Other sectors that are also worthy of attention are: production of
clothing items, metal products other than machines and devices, rubber and
plastic products. Having in mind that these are mostly activities that produce
items of low value added, we can conclude a poor export outlook.

The future strategy of restructuring of economy and foreign trade of
the Republic of Serbia should identify carrying sectors of the economy of
Serbia, the backbone of economic development and export. The structure of
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the economy of Serbia should be “set” in the way that it provides long-term
stable economic growth and to reduce the disbalance of the balance of
payment, to increase the competitiveness of the economy, to reduce
unemployment and finally to increase the standard of living. Observing
sectors in the international trade is of crucial importance for the future
strategy of economic restructuring of Serbia, and thus for the increase in
effects of export. Having in mind that manufacturing industry is the most
important sector of the Republic of Serbia, it is a logical starting point of
production for the international market. The Republic of Serbia should
emphasize not only the increase of export of manufacturing products to the
EU countries, but also to other world markets, such as USA, China, India and
Japan.

It is logical that the Republic of Serbia should use its comparative
advantages primarily in export to the EU, because it is our biggest foreign
trade partner. Special attention should be given to the following groups of
products: group 3 (energy products); group 8 (miscellaneous finished
products), subgroups clothing items and shoes, furniture, different crafts
products, optic and photo devices; group 0 (food and live animals), which
is the strongest export group for Serbia at the moment but also in the
nearer future; group 4 (animal and vegetable fats).

In the current balance of the Republic of Serbia, special attention is to
be given to the balance on services, which traditionally records surpluses for
a long period of decades. A positive fact that its account has been rapidly
increased over the past few years can be immediately seen, which should
be a good orientation point to policymakers. The largest growth of sufficit
is recorded in: professional and management consulting services,
telecommunications, computer, and information services, services in
research and development, manufacturing services on physical inputs
owned by others and other business services. Some negative trends should
also be mentioned, for instance that the Republic of Serbia has been
recording deficit in tourism for the past few years, although there are large
comparative advantages for the development of this sector; deficit has been
also recorded in transport, which, on the other hand, has recorded one of
the largest sectoral productivities in the Republic of Serbia in recent years,
as well as the positive reallocation effect (increased employment in the
sector in order to increase productivity). This should be a clear warning to
the state to carefully choose their goals and directions of economic
development and consequently design adequate economic policy. This is the
only way to avoid negative economic and systemic influences on the export
effects.
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NCKOPUITREILE KOMITAPATUBHUX INPEJHOCTHU
PEINYBJIMKE CPBUJE Y ®YHKIIUJU TIOBERAIBA
E®EKATA U3BO3A

Baamuciaas Mapjanosuh, Maja Mapjanosuh
Vuuepzurer y Humry, Exonomcku ¢pakynrer, Hum, Cpouja

Pe3ume

Wmajyhu y Buny cmnospHOTproBuHCKy mnosunujy PemyOmuke CpOuje, moxe ce
KOHCTAaTOBATH Jia je oHa Beh Jy)H HU3 FOAMHA HEMOBOJbHA M KOMIIMKOBaHA. [ TaBHU
Y3POUHHMIM jecy HacieleHH eKOHOMCKHU MpOOJEeMH, ald U HOBOHACTAIM CKCTEPHH U
HHTEPHH yTHLAjU. Ta4uHHje peUCHO, BEIMKU CTPYKTYPHH MPOOIEMH, Kao U IpobiIeMu
M3a3BaHU EKOHOMCKOM IOJIUTHKOM, IIABHH Cy y3pOouHUIM nedunura Tekyher GunaH-
ca Penmyonuke Cp6uje. OBakBa HENOBOJbHA KOMOMHAIIK]a CTPYKTYPHHUX U CUCTEMCKUX
(haxTopa 3axTeBa MOCEOHY NMaXky y KOHIUNUpawy Oyayhe cTpareruje (1 MOIUTHKE)
cnoJepHe TproBuHe Pemy6mrke Cpbuje. OHa 61 Tpebano 1a yBakH CBe KOMIIapaTUBHE
HPEHOCTH y IIMIby ToBehama H3B03a.

VY pany je xopuiufieH METOJ KBaHTHTATHBHE aHaJM3€, KOJUM je MEpEeH HHIEKC
OTKPHBEHUX KOMIapaTuBHUX npenHoctd RCA, cexropa mpema MelyyHapomHoj Tpro-
BUHCKO]j KlacH()UKAIHjH, IITO j€ HajjeMHOCTaBHUJH ITyT 3a Ca3HABame KOjU OU CEKTO-
pu Morim Guth okocHUna Oyayher n3Bo3Hor 3anera Pemy6imke Cpouje.

VY pany cy norBpheHe xunorese 1a je IJIaBHH y3POYHUK IIATHOOMIAHCHUX MPO0-
nema PenyOnuke CpOuje xpoHnda JaeuuuT poOHOr OmmaHca, Aa AeHUIUT POOHOT
OunaHca y3poKyjy CTPYKTYPHHM M TPHBPEIHO-CHCTEMCKU mpobiiemu, na PemyOinka
CpOuja HEemMa aleKBaTHY W3BO3HY IMOHYIYy M Ja je jeIWHW HAa4YMH Ja c€ TYyTOpPOYHO
pewu mpobieM aedunnTa, pecTpyKTypHpame IpuBpeie 1 noBehame n3Bo3a.

Xpoumunn pedumut Tekyher 6mranca Pemy6muke Cpouje y3pokyjy aBa daxropa:
Hea/IeKBaTHA M PEJIaTHBHO Maya H3BO3HA IOHY/A M MOTPEIIHO CTPYKTYpHpaHa U pe-
JIATBHO BeJIMKA YBO3HA TpaXkma. 300r Tora 6u 6e3ycinoBHO Tpebano noehatn n3Bos-
Hy TIOHYJy W YIPaBJbaTH CTPYKTYPOM TPaXKHE, a CBE y LIJbY OCTBapErha OAPKHBOT
CIIOJbHOTPIrOBHUHCKOT ﬂe(bPII_II/ITa.

JacHo je na 6u Oyayha crpateruja crosbHe TproBune Pemy6mike CpOuje Mopaia
Jla 3a1pTa Kao CBOj OCHOBHU 1WJb moBehame n3Bo3a. OCHOBHA AeTepMHUHAHTa NoBeha-
Ha M3B03a, TPE CBHX, JeCTE PECTPYKTYpHpame NMpHUBpeAe y Npasily (dopMmupama U
MOJCTHIaka H3BO3HO-TIPOITYI3UBHUX cekTopa. OBaj nponec Hehe 6utn moryh 6e3 1o-
JaTHE aKyMyJIalije HUTH HHCTUTYLHOHAIHE MOJIPILIKE.

KoHKypeHTHOCT je Takole BakHa IeTepMHHaHTa roBehama M3B03a, a C THUM Y
Be3W M M0jayaHa NPOMOTHMBHA aKTHBHOCT ApkaBe y MelyHapomHuMm okBupnMa. Y
npoduncamy Oyayhe u3Bo3HO opujeHTHCaHE CTpyKType Peny6nuke CpOuje, moceo-
Ha MaXXba Mopa OuTH nocBehieHa U3BO3Y YCIIyra, KOjH IOCIebUX FOIMHA U JeleHHja
Oenexy IMHAMUYaH PacT y CBETCKMM pa3Mepama. Y 0CTajoM, {yrOTOUIIBHA HO3HTH-
BaH cainyo Omnanca yciayra PenyOnuke CpOuje 10BOJbaH je CUTHAI J]a HA OBaj CEKTOP
MOpaMo 030MJBHO padyHaTH y Oyxyhoj cTpyKTypHOj TpaHChOpMaIHju, Kako Mo IMHTa-
Y CTBapama JAPYLITBEHOT IPOU3BO/IA TAKO H 110 NHTamkby (QY3HOHHCAA BUIIKA paHE
CHare M3 OCTaINX cexTopa (TmosbonpuBpene U nuxycrpuje). Hajpehn 6poj ycmyxHIx
rpana y Peny6muun CpOuju nokasyje OTKpUBeHE KOMIIapaTUBHE IIPEAHOCTH, I1a O1 TO
Tpebano UCKOPUCTUTH y LibY noBehama 13Bo3a.



