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PREFACE

Dear colleagues,

It is with great pleasure that we present you the Book of Abstracts from the
jubilee 10™ International Conference titled “Theoretical and Empirical Aspects of
Economic Science — 60 Years of Challenges and Opportunities”.

2018 Conference is especially significant for the Institute of Economic Sciences in
Belgrade, marking its 60" anniversary of the establishment, and it has included
three working sessions covering particularly important economic topics:

1. Business Economics
2. Applied Economics
3. Economic Theory 1958-2018

A total of 96 papers have been accepted for the conference. Such a great
response from the international and domestic scientific community, where 178
authors from 21 different countries submitted their papers, speaks of the
reputation and significance of the Institute of Economic Sciences as an
international scientific and research institute.

This publication includes 74 abstracts that received a positive review and are
thematically focused in two out of three conference sessions “Business
Economics” and “Applied Economics”. In the second conference proceedings
there are 22 abstracts focusing on the topic of Economic Theory 1958-2018
included.

We thank all authors, reviewers, program committee and organizing committee
members for their contribution so this Book of Abstracts can fulfill our common
goal — publication of high-quality scientific results.

We hope that the results presented at our conference will help the development
of economic science as a whole, as well as improvement of public policies in the
field of economics.

EDITORS

15
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BUSINESS AND APPLIED ECONOMICS

1.1. DIGITAL TRANSFORMATION OF THE BUSINESS
ENVIRONMENT

Ivana Domazet®
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

Digitization of business as well as business processes within the company is a
source of macro-competitive advantages of national economies and a key factor
of micro-competitiveness and better market positioning of companies. Therefore,
the objective of this paper is to highlight, through the analysis of the prerequisites
for the development of the digital environment and the benefits that the
digitalization of business and business processes ensures, the necessity of
investments of state and companies in improving the economic environment,
automation of business processes and digitization in all segments of the economy
of the Republic of Serbia.

METHODOLOGY

The methodology used in this paper is based on the desk method of collecting and
analyzing secondary data with the conducted survey and collection of primary
data in order to determine the level of development of information and
communication technologies (as the driver of digitization) in Serbia, compared to
other EU countries. In particular, after an extensive desk research and analysis of
secondary data, in the period February-May 2018, we conducted an empirical
research on the level of development and implementation of modern information
and communication technologies in Serbia. The method used for primary data
collection was an online survey. The respondents were mid-level managers from
42 medium and large companies operating in Serbia and 44 employees from the
IT sectors in the state (public) administration of the Republic of Serbia. The survey
was conducted by filling in a pre-prepared and partially structured questionnaire,
with a couple of open questions. All questions were oriented towards the level of

1 . . e .
Senior Research Associate, e-mail: ivana.domazet@ien.bg.ac.rs
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development, implementation and wuse of modern information and
communication technologies (ICT).

RESULTS

The results of the conducted research indicate that in Serbia, the potential for the
intensive development of the digital economy and the ICT sector is not fully
exploited, and it should be the core and the driver of digitalization of the business
environment. The Serbian economy has a great need for the development and
implementation of modern ICT solutions, and the role of the state that needs to
create an institutional framework and provide strategic preconditions for the
development of the digital economic environment, in parallel with education of IT
experts and modernization of the education system, with the aim of accelerating
digital transformation of the Serbian economy, is crucial.

IMPLICATIONS

The results of the research presented in this paper are primarily intended for
policy makers, but also for the expert public and top managers. Changes in the
business environment and the application of new digital technologies, which
digitization as a concept implies, are extremely fast and complex, and as such can
represent a real conceptual, but also a financial challenge. In the entire process of
digital transformation, the role and responsibility of the state is dominant, with
the necessary support of the economy i.e. companies from, first and foremost,
the ICT sector.

ORIGINALITY VALUE

The scientific contribution of the paper is to point out the strategic benefits of
digital transformation, that is, the necessity of digitization in business and
business processes, resulting from accelerated technological changes, since it is
necessary to understand how the technology is changing and defining new
business environment. Digitization of the business environment, and meeting the
challenges that the digital revolution 4.0 brings, is a prerequisite to the
development of science and modern economy. Additionally, the advancement of
micro-competitiveness through the implementation of modern business process
models represents a unique leverage of profitable business operations.

20



BUSINESS AND APPLIED ECONOMICS

KEY WORDS

Digitalization, business environment, digital transformation, ICT, competitiveness,
Serbian economy
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1.2. IT ENTREPRENEURSHIP ENVIRONMENT IN SERBIA: HAVE
WE DONE ENOUGH?

Vladimir Simovi¢*
Institute of Economic Sciences, Belgrade, Serbia

Mirjana Radovi¢ Markovié>
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The development of IT entrepreneurship in a national economy leads to
popularization of digital economy, creation of new jobs and greater investments.
Therefore, for each country the development of favorable IT entrepreneurship
environment represents a strategic goal in terms of gaining a competitive edge in
a modern business world. This paper investigates the characteristics of IT
entrepreneurship environment in Serbia. The main focus of the paper is in
analyzing the measures undertaken by Serbian government in terms of promoting
and developing favorable IT entrepreneurship environment. Also, the paper
reveals the results of the research on attitudes of IT entrepreneurs and their views
on key success factors for IT startups. Finally, the results of similar studies in other
countries are analyzed and compared with Serbian case.

METHODOLOGY

The research presented in this paper is based on analysis of foreign and domestic
scientific literature in the area of IT entrepreneurship. Besides the analysis of
relevant scientific literature, a special attention will be given to the analysis of the
measures undertaken by the Serbian government in recent years in terms of
building favorable IT entrepreneurship environment. A comparative method is
used to compare those measures against similar measures undertaken by other
EU countries. In order to investigate the attitudes of the existing IT entrepreneurs
in Serbia and their views on key success factors for IT startups, an interview and
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guestionnaire will be used. Finally, the method of concretization will be used in
order to define the key success factors for IT entrepreneurs in Serbia, both
personal and systemic.

RESULTS

The results of the research conducted within this paper suggest that the Serbian
government has recognized the importance of IT entrepreneurship development
but that there is a significant space for improvements and especially when
compared with other EU countries and measures undertaken by their
governments. The importance of this research and its results lies in the fact that
all tangible prerequisites for successful IT entrepreneurship development are
identified and thoroughly explained, both from government’s and existing IT
entrepreneurs’ perspective.

IMPLICATIONS

Besides scientific community, the results of this research are especially important
for Serbian public policy makers since they encompass the measures and the
effects of those measures undertaken in other EU countries thus representing a
specific roadmap for Serbian decision makers in terms of building a favorable IT
entrepreneurship environment. This paper and its results are also important to
prospect IT entrepreneurs in Serbia looking for key success factors as specific
guidelines for their future endeavors.

ORIGINALITY VALUE

The originality of this research lies in the fact that, to our knowledge, there is no
available data on similar researches which are identifying and analyzing IT
entrepreneurship key success factors, both from systemic (i.e. government’s) and
personal (i.e. entrepreneur’s) level.
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1.3. IMPORTANCE OF EGOVERNMENT ACCEPTANCE - THE
PERCEPTION OF BUSINESS ENTITIES IN SERBIA

Jasmina Puraskovi¢!
Faculty of Engineering Management, Belgrade, Serbia

Dusan Duragkovié’
Faculty of Technical Sciences, Novi Sad, Serbia

OBIJECTIVES

With the growing focus of the state on the implementation of the eGovernment
system, during the last decade, the role of business entities is emphasized in
achieving the highest acceptance of eGovernment services.

The objective of this paper is to provide an answer to the following questions: 1)
Whether business entities consider e-government an important channel of
communication with the state? 2) What is the level of investments for business
entities in IT training? 3) What is the level of investments of business entities in
modern equipment needed for the use of electronic public services?

METHODOLOGY

The survey was conducted by the method of surveying business entities, using a
closed questionnaire, which was distributed electronically. Interviewed
employees in companies are in managerial positions, who are familiar with
eGovernment services or they are directly in charge of communicating with the
state and therefore able to provide all necessary information. The survey covers
509 representatives of the small, medium and large enterprises operating in the
private sector on the territory of the Republic of Serbia. Frequency distribution in
the sample, according to the type of activity, indicates the high share of
enterprises operating in the service sector (49%), while percentage of production
(25%) and trade enterprises (26%) is approximately the same. In addition to
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descriptive statistics, the analysis used the hi-square test, t-test and single-factor
analysis of variance, and the results are presented in tabular and graphical form.

RESULTS

According to the results of the survey, business entities are interested in accepting
e-Government, in the first place for investing in equipment and software solutions
needed for the use of e-services, they are less attached to the overall concept of
e-government and all the opportunities provided by the digital administration,
while giving the least attention to the training and education of employees for the
use of electronic public services.

IMPLICATIONS

Implications of new knowledge are useful both for policy makers and researchers
and scientists. From a practical point of view, research results can help
policymakers in defining basic guidelines for creating future development
measures and activities in the field of e-government implementation, in order to
ensure greater acceptance of electronic services. The scientific contribution is
reflected in the improvement of the theoretical framework, which provided a
good basis for further research in the mentioned field.

ORIGINALITY VALUE

The originality of this research is reflected in the lack of research of a similar
character in the domestic business and social environment. A review of the
relevant literature noted that relatively few papers focus on business entities and
their use of eGovernment, with particular emphasis on investing in the knowledge
and expertise of employees.

KEY WORDS

E-government, education of employees, information literacy, business entities,
Serbia
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1.4. CONVERGENCE CHALLENGES IN DIGITAL BUSINESS
ENVIRONMENT OF WESTERN BALKAN COUNTRIES

Boban Stojanovi¢!
Faculty of Economics, University of Nis, Republic of Serbia

Zorana Kosti¢
Faculty of Economics, University of Nis, Republic of Serbia

OBIJECTIVES

The importance of the research stems from the fact that the possible convergence
scenarios for Western Balkan countries depend on, among many other factors,
the character of changes in the business environment. One of the main aims of
the research is to examine key convergence challenges among Western Balkan
countries in digital business environment by multiple dimensions. Taking into
account the process of digital transformation, the research tests whether the
selected business indicators became synchronized in analyzed countries, and how
the amplitude of those indicators diverged.

METHODOLOGY

The methodological approach of the paper is a combination of qualitative and
guantitative research based on relevant data sources. Using comparative analysis
and benchmarking, the paper gives an overview on the trends of selected
business environment indicators (GDP per capita, Ease of doing business,
Digitalization index and obstacles to digital transformation measured by Network
Readiness Index) that suggest the convergence potential of the Western Balkans
countries. The paper is focused on the application of modern statistical and
software solutions for quantitative data analysis.
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RESULTS

Selected indicators describing the quality of business environment and the pace of
digital transformation show a similar pattern: synchronizing more over time, but
with divergent amplitudes. Differences in the average speed of convergence
between countries can be explained by a model of absolute convergence which
suggests that countries with initially lower levels of economic development should
grow faster than higher income countries. The results also reveal whether the
pace of income convergence is followed by digital convergence.

IMPLICATIONS

The conducted research can present a good basis for further research in this field
due to respecting current trends of digital transformation, sums up regional
progress in quality of business environment and gives country specific policy
recommendations which could improve convergence performance. In addition, it
can be useful for policy makers and practitioners in Western Balkan countries to
develop analytical capacities during the accession process towards the European
Union.

ORIGINALITY VALUE

Appreciating the wider context of the research, the paper evaluates position of
the Western Balkan region and emphasizes the lack of business sophistication.
Sensibly channeled research, which combines a set of relevant indicators, defines
the character of digital convergence in selected business environments. Existing
significant economic gap between the European Union countries and Western
Balkans countries suggests that the speed of catching up process refers to
countries’ ability to adapt to digital changes in the business environment.

KEY WORDS
Convergence, business environment, digital transformation, Western Balkan
countries
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1.5. ANALYSIS OF THE IMPACT OF DIGITAL ARCHIVES IN SOCIAL
SCIENCES — CASE STUDY RRPP DATA IN SERBIA

Jelena Banovié
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The main objective of this paper is the importance of digital archives and their
impact on social sciences research. Digital archives are repositories for processing,
storage and reuse of the data. The aim of this research is to measure the impact
and to indicate the significance of this archives for scientific institution but also for
researchers as well.

METHODOLOGY

Impact assessment of data services in social sciences is very challenging process.
For that purpose, Charles Beagrie Ltd, London with The Centre for Strategic
Economic Studies, University Victoria, US in 2012 published the first version of
methodology on “Economic Impact Evaluation of the Economic and Social Data
Service”. Within HORIZON2020 - CESSDA SaW project they continued to develop
the methodology and a toolset of documents in order for this to be applicable to a
range of European countries. Data for the analysis were drawn from desk-
research and interviews, and online surveys were conducted as well.

RESULTS

According to the results of this analysis the most important benefits of RRPP data
(data that had been collected durng the RRPP project cycle in Serbia), direct and
indirect, with higher impact on Social Science in Serbia are: Long-term re-use of
well curated data, Possibility of international comparisons, visibility and use of
national research data, Benefits to sponsor of data service provider, Reduction of
potential duplication of effort and No loss of future research opportunities. It is
also important to note that the open data collection is important for future
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interregional cooperation, bearing in mind that the available data has been
collected within multinational projects.

IMPLICATIONS

Findings in this paper will be helpful for making regulations that prescribe that
every scientific institution must have a digital archive. The paper will also give
possible recommendations for public policies.

ORIGINALITY VALUE

Digitization contributes to improvement of science. Scientists in Serbia have
started to deal with the phenomenon of digital archives. There is not that much
research with same topic and this research is a step further because it represents
the significance of archives and data that are preserved in archives.
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1.6. DIGITAL SALES CHANNELS AND REALIZATION OF BANK’S
KPI TARGETS

Sladana Neogradi’
Addiko bank, Belgrade, Serbia

OBIJECTIVES

The aim of the paper is to explore the impact of digital banking on enhancing the
bank's business performance, in regard to improving the market position of the
bank and achieving defined KPI goals (fulfillment of current account targets, sales
loans, deposits, cards and insurance, etc.). In addition, it will indicate the
advantages of digital banking, in terms of increasing the number of clients and
their loyalty. This research will also provide an analysis of the impact of digital
channels of sales and distribution of financial services, on the performance of the
bank and the possibility of optimizing the sales portfolio, which should result in
high quality of delivery and low costs of providing the bank's services.

METHODOLOGY

The paper will use general and special scientific methods, which involves the
modeling method, combined with certain techniques that affect the increase in
sales. Special scientific methods used in the paper are analytical-synthetic
methods, method of concretization, comparative method and method of
qualification. The research is based on the analysis of foreign and domestic
literature, with special attention being paid to practical research through a case
study. The use of comparative analysis is used to compare the results of research
on customer attitudes about the impact of digital technology and its application in
providing quality services. The results will be analyzed and concrete conclusions
will be made based on a sample of over 100 clients of a Serbian bank, Data-
related constraints arise from the missing or incorrect responses of the
respondents to specific questions in the survey, but the size of the sample and the

L E-mail: sneogradi@gmail.com

35



Part |

assumed coincidence of error in responses, significantly compensate for the
adverse consequences of assessing this type of restriction.

RESULTS

The results of the conducted research indicate that the optimal combination of
digital marketing and sales channels of communication affects the improvement
of banks' performance. The banking sector, in order to redirect and redesign its
business, is using technological innovations that make less accessible and more
demanding users reachable. The research results show the extent to which the
bank effectively defines its digital sales portfolio, and whether there are common
items in that process, which are used by all banks, and that represents a starting
point for further development of digital communication with clients.

IMPLICATIONS

Research results presented in this paper are primarily intended for bank’s
managers. The results of the conducted research in the application of digital
banking bring with them new elements and possibilities for expanding the
portfolio of bank's services, and thus new opportunities for increasing profit. The
possibilities for improving the business results are reflected through technological
solutions for better communication and interaction with clients, analytical insight
into the habits, needs and possibilities of the client adequately adapted to the
bank's offer, and automation and high efficiency of business processes.

ORIGINALITY VALUE

The scientific contribution of the paper is reflected in the proposals for improving
the process of managing sales and distribution channels of financial services,
based on the application of digital technologies in banks. It is also taking into
account all the contextual constraints, imposed by current legislative frameworks,
market conditions, organizational and financial challenges that would be faced by
the bank that wants to improve its distribution channels through the use of
available digital technologies. In addition, this paper proposes solutions to the
challenges faced by banks regarding the use of credit bureaus in terms of time
constraints for the credit products application based on 24/7 model.

KEY WORDS
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1.7. THE IMPACT OF THE ALLOCATION OF HIGHER DEFENSE
FUNDS IN RELATION TO MATERIAL WELFARE IN THE CURRENT
ECONOMIC CONTEXT

1
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OBIJECTIVES

The overall objective of the proposed research paper is to highlight defense
expenditures in literature, to link them with economic development in NATO and
EU member countries. The results of our study have a positive connotation of the
political implications this defense sector generates in terms of governments'
efforts to ensure the interstate security of the individual in the current political
context.

METHODOLOGY

The analysis of our study is based primarily on the "Systematic Analysis
Methodology". For the systemic review of the literature, electronic databases
were used based on the key words for the descriptors specific to our research for
the 35 NATO and EU member states during 2009-2016, which led to the use of
1,395 primary studies resulting from the title and abstract of the papers. Out of
the 70 possible research papers discovered in the second search step, only 7
studies effectively highlight the correlation between military spending and
economic development, while the rest of the studies may be considered negligible
in our analysis, reporting the effects of some states' governance, tax policies as
whole, related strategies of the 18th century. The results of the analyses and

! PhD Student, corresponding author: oanaramona.glont@gmail.com
? PhD Student

39



Part |

verifications of the papers in the literature have led us to the idea that in all these
studies, the researchers started from partial parameters of the magnitude of the
effect, resulting from the multivariate analyses.

RESULTS

The systematic analysis of data on military spending and GDP shows that primary
studies tend to report bi-directional positive effects on capital and economy (for
Portugal), direct relations between military expenditure and GDP with negative
effects on the economy for Greece, cohesive direct relations in the case of Turkey,
a country where the economy has developed a lot lately, or relationships with
negative effects on the economy in countries targeting the production of
weapons.

IMPLICATIONS

Although this study has the potential to include as many variables as possible to
re-examine the relationship between defense spending and economic growth in
countries in the Euro Atlantic structures, this is another area of research that
helps us go beyond the scope of this research papers in which we will conclude
that the potential variables are savings, investment, corruption, inequalities,
education, health, external debt and political instability.

ORIGINALITY VALUE

As a general conclusion of this study, corroborated with what is currently
happening in the Euro-Atlantic geopolitical area, the results of the analysis of this
paper can have important political implications with effects in the macroeconomic
area of both the EU and NATO member states at this time, of the future states
that will join these formations. In these crucial moments of defense of states, it is
preferable to "the inter-state security of the individual," to the detriment of the
other indicators of economic well-being, investments, with an emphasis on the
increase of the defense budgets.

These findings ensure the continuation of national policies, the national security
objectives of EU and NATO member states, and implicitly Romania, materialized
by ensuring the effectiveness of national systems for crisis prevention, internal
and external, military or civilian.
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1.8. PRODUCTIVE SPECIALISATION AND GROWTH IN THE EU15:
EXPLORING AN EDUCATION BASED SECTORAL TAXONOMY

Marta Simdes®
CeBER and Faculty of Economics, University of Coimbra, Coimbra, Portugal

Andrea Araujo®
Faculty of Economics, University of Coimbra, Coimbra, Portugal

OBIJECTIVES

This paper analyzes the relationship between productive specialization and
economic growth in the 15 older European Union member states between 1970
and 2005. The sectoral taxonomy proposed by Peneder (2007) is used to classify
the different sectors of activity according to the educational levels of the
respective workforce and establish a comparison between the manufacturing and
the services sector, based on their potential contribution to productivity
improvements.

METHODOLOGY

Member states that remained in the bottom positions in terms of real GDP per
capita rankings at the end of the period are also the ones where activities
classified as very low and low in terms of education requirements are relatively
more important. The empirical model for the analysis of the productive
specialization-growth nexus corresponds to a growth regression where the
employment share of the different sectors is the main explanatory variable taken
alongside other control variables identified in the empirical growth literature as
robust growth determinants. The model is estimated with the fixed effects
method. Fixed effects is adequate when, although there are common variables
that affect the behavior of the countries under analysis, there are also
characteristics intrinsic to each country that influence the respective behavior and
that are different across countries, while remaining constant over time.
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RESULTS

A higher weight of manufacturing activities that use mostly very-low and low
skilled labor presents a negative association with growth. Services activities that
require low-educated workers (not very low) make a negative growth
contribution. Manufacturing activities with high and medium-high education
requirements have a positive growth influence, while in the case of services only
activities that require highly-educated workers (not very high) show a positive
correlation with growth.

IMPLICATIONS

Specialization in manufacturing and services activities that employ highly-
educated workers promote growth due to their higher potential for productivity
improvements. The policy advice that can be extrapolated from this study
contemplates the design of industrial policies that promote manufacturing
activities such as chemicals, telecommunications and transports equipment, and
services such as financial intermediation, audit, tax consulting, engineering and
legal activities.

ORIGINALITY VALUE

We show that a structural change pattern that leads to different productive
specialization structures in terms of the relative weight of activities with different
education requirements can have important implications for the dynamics of
output.
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1.9. ANALYSIS OF THE COMPETITIVENESS OF SEE COUNTRIES

Sandra Kamenkovi¢!
Belgrade Banking Academy, Belgrade, Serbia

Marija Lazarevi¢ Moravéevié>
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The objective of this analysis is to assess the degree of competitiveness of Serbia,
as well as its position in relation to the surrounding countries. The countries
involved in the analysis are characterized by scarcity of resources necessary for
economic growth and development, so they are inevitably addressed to the
international market. Higher level of competitiveness of the country enables its
easier access to foreign resources and a better negotiating position in all types of
arrangements.

METHODOLOGY

The authors analyzed eight Southeast European countries in the period 2011-
2016. Due to the lack of comprehensive method that could present all the
necessary aspects and components of international competitiveness, different
analyses are used in practice. In this paper, a multicriterial approach is used,
which, in addition to quantitative data, also uses the so-called soft data, which are
derived from standardized surveys. Despite certain disadvantages, such as the
degree of objectivity of the appraisal results, this method is increasingly popular.
It is concerned with a number of relevant institutions, such as the World
Economic Forum (WEF), the International Institute for Management Development
(IMD), the World Bank (WB), etc.
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RESULTS

The analysis shows that the position of Serbia during this six-year period is slowly
improving, since in 2012 and 2013, Serbia had the worst position in this group of
countries. The greatest progress had been made during the 2015 and 2016, in the
segment of macroeconomic stability, infrastructure and legal regulations, but the
quality of business environment in Serbia can not yet be assessed as satisfactory.

IMPLICATIONS

The analysis identifies critical factors that need to be improved in order to
increase the competitiveness of the economy. When choosing an investment
destination, foreign investors consider competitiveness as one of the key
parameters which points out to the significance of its improvement.

ORIGINALITY VALUE

The authors analyze the overall value of the indicator in detail, but also each
indicator individually. A detailed analytical approach in the research provides the
possibility of identifying critical factors of national competitiveness and finding a
solution whose implementation would improve Serbia's position in the
international market.
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1.10. COMPETITIVENESS OF THE SERBIAN ECONOMY THROUGH
THE PRISM OF TAX INCENTIVES FOR FOREIGN INVESTORS

Darko Marjanovié¢!
Institute of Economic Sciences, Belgrade, Serbia

Mihailo Paunovié
Innovation Centre of Faculty of Technology and Metallurgy, Belgrade, Serbia

OBIJECTIVES

To make Serbia the most attractive investment destination, comparing to the
countries in the region, special attention should be paid to the current tax
incentives granted to foreign investors. Hence the aim of this paper is to discover,
through appropriate research and analysis, the opinions and attitudes of foreign
investors regarding the significance of tax reliefs for their investment in Serbia.
Tax incentives are one of the most important tax instruments that can have a
decisive impact on foreign investors when choosing an investment location, and
therefore play an important role in increasing competitiveness of the Serbian
economy.

METHODOLOGY

Research on the impact of tax incentives on foreign investors in their choice of
Serbia as an investment destination, was carried out with a quantitative approach
with the use of test methods, and survey technique. The questionnaire via e-mail
was chosen due to the quality and quantity of the data obtained, as well as the
convenience of this type of survey research for the selected target group. The
survey involved the 300 largest foreign investors who invested their capital in
Serbia in the past 15 years. The respondents were exclusively managers in charge
of investments or operations in foreign markets, general managers or business
owners. The questionnaire consisted of closed-type questions, since they can
provide more detailed answers that can be coded and analyzed at a later stage. In
order to determine the possible existence of statistically significant differences in
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the evaluation of investigated issues among different groups of foreign investors,
a single-factor analysis of the variance of different groups and t-test of
independent samples were used.

RESULTS

The results of the conducted research indicate that tax incentives for investing in
underdeveloped regions, operating in free zones, and the establishment of small
and medium-sized enterprises, have more significance for foreign investors who
entered the Serbian market through direct investment. Looking at the amount of
investments, tax incentives for companies that export and operate in free zones
are more important for foreign investors who invested up to 10 million euros in
Serbia. These results should be a clear guide to what needs to be done in order to
make the Serbian market attractive for foreign investors.

IMPLICATIONS

The results of the research presented in this paper are primarily intended for the
authors of tax policy in Serbia. It is very important to timely notice the
weaknesses of the tax system, and adequately respond to the demands and
attitudes of investors expressed through this research, in the forthcoming period.
This is very important for the Serbian economy, because it will show a clear signal
to foreign investors that, with the introduction of new tax incentives, and
appropriate corrections of the existing ones, Serbia is the best investment
destination for them.

SCIENTIFIC VALUE

The scientific value of this paper is reflected in the definition and systematic
presentation of the importance of tax incentives in certain areas, depending on
the level of investment and the aspect from which the foreign investor enters the
Serbian market. It is important to note that this topic has not been given enough
attention from a scientific-research point of view in the previous period. For this
reason, the significance of the work is even greater, given that the obtained
results will indicate how and to what extent tax incentives can contribute to the
improvement of the business environment in Serbia.

KEY WORDS
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1.11. THE INFLUENCE OF THE TRANSITION REVIEW ON
ECONOMIC DEVELOPMENT THE REPUBLIC OF SERBIA

Brankica Todorovi¢’
School of Economics, UZice, Serbia

OBIJECTIVES

The economic system of the Republic of Serbia, after several decades of reversals,
economic and social problems, has begun starting to develop as a market system
at the beginning of the 21st century. The paper examines the influence of the
economic system in which the previous state regulations were developed from
the aspect of the stimulating or limiting factor of development. Also, the
economic aspects of the functioning of the market economy system from the
transition turnaround in the Republic of Serbia were considered.

METHODOLOGY

In order to achieve the main goal of the paper, instruments and the empirical
analysis were used to understand the economic effects of different systems. The
analysis is based on the use of specific indicators and variables which are
combined in order to create an optimal model of economic development in
conditions of transition.

RESULTS

The results confirmed the argument that the transition and the market economy
had been bringing better and more efficient results from the aspect of the
functioning of the national economy. However, the introduction of the market
economy system didn't itself solve all economic and social problems due to which
the key shortcomings and problems of the current system were examined. The
results also included the analysis of economic aggregates from the aspect of
integration and fulfillment of the obligations of the Republic of Serbia in the
segment of the functioning of the market economy.
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IMPLICATIONS

The research in the paper has enabled a distinction between the consideration of
the stimulating and limiting role of the economic system in the overall economic
development. Based on the analysis of numerous literature, studies, reports and
statistical data in this area, a direct link was observed between the market
mechanism, a more equitable distribution and the realization of material well-
being. This impact is reflected also in the conduct of economic and foreign trade

policy.

ORIGINALITY VALUE

The paper establishes a link between the past, the present and the future from
the aspect of economic development. The analysis of the European Commission's
Reports from the aspect of functioning of the market economy enabled the
analysis of the achieved level of economic development in the segment of the
existence of a functioning market economy, as well as the achievement of the key
preconditions for its functioning in the Republic of Serbia.
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1.12. THE FINANCIAL MANAGEMENT AND CONTROL SYSTEM
AS A BASIS OF THE EFFICIENT PUBLIC SECTOR

Zvonko Brnjas®
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The Financial Management and Control System (FMC) is a concept developed by
the European Commission and as such is a standard in financial management, as
well as the overall functioning of the public sector at all levels of the state (both at
the central and the lower levels, including level of local self-government). The
paper presents the basic theoretical and methodological elements of the FMC
system, and then using the example from practice, one of the local self-
governments in Serbia, presents the key phases and characteristics of its
introduction process.

METHODOLOGY

The paper is based on the analysis of international and domestic literature in the
area of public finance. Since the empirical part of work is related to one of the
local self-governments in Serbia, the focus in the analysis is put on the
management of local budget-finance systems. Significant attention is also devoted
to the analysis of the relevant EU legal regulations, and then to the domestic
regulations developed in Serbia by the relevant institutions (primarily the Ministry
of Finance and within it, the Central Harmonization Unit - CJH) responsible for
these issues. The Case Study was used to describe the experiences of one of the
local self-governments in Serbia that entered the process of introducing the FMC
system into its administrative budget system and based on it certain conclusions
were drawn regarding the importance of introducing of such an advanced control
system in the public sector in Serbia to the whole.
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RESULTS

The final conclusions in the paper show that the introduction of the FMC system is
very important for all public sector entities in Serbia and that this process can
significantly improve the efficiency of budgetary resources management as well as
its overall resources. It is therefore, not only the use of public resources in
accordance with the law and regulations, but also the improvement of their
efficiency and effectiveness, the goal of introduction of FMC in public sector.

IMPLICATIONS

In addition to the importance of the paper in addressing one of the most
advanced, contemporary concepts of public sector management control, the
conclusions presented in the paper can be especially useful both for the creators
of the financial system in public finances in Serbia and for their holders in practice
(managers in public finances, as well as public officials). Considering that the
introduction of FMC is a mandatory part of European integrations, experience and
conclusions can be of special importance to the participants in this process in
Serbia.

ORIGINALITY VALUE

The paper deals with a topic that is quite a novelty in Serbia. The FMC system can
be considered as an advanced modern control system in more developed
societies, primarily in the EU, and as such, theoretical, methodological and
practical experience related to its significance, the process of its implementation
and the initial experience in its application in Serbia has a clear original value.

KEY WORDS

Financial management, public finance control, budgeting system, control
environment
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1.13. CHALLENGES AND DILEMMAS OF IMPLEMENTING
CORPORATE RESTRUCTURINGS IN SERBIA AND WESTERN
BALKAN COUNTRIES

Ivan Stosi¢*
Institute of Economic Sciences, Belgrade, Republic of Serbia

OBIJECTIVES

Restructuring is not a new phenomenon considering that in the past three or four
decades, numerous companies underwent different forms of significant changes
in their structure and business operation. However, in recent years, particularly
after the beginning of the global economic crisis, restructuring processes have
become more intense, have acquired new forms and encompass an ever-growing
number of companies. Bearing all this in mind, the main goal of this paper is to
present the current trends in the implementation of the enterprise restructuring
process, with a special emphasis on the analysis of characteristic developments in
this area in Serbia, as well as in Western Balkan countries.

METHODOLOGY

Restructuring in strategic terms can be approached in at least two different ways
—narrower and broader ones. The narrower approach observes phenomenon as a
one-time event related to taking partial measures, i.e. financial, organizational,
and the like. The much better approach to restructuring is in broader way, since
all its complexity can be thus covered, while planning and implementation of
adopted programs can bring a better performance. In case of broader approach to
restructuring, it includes a number of individual activities involving mergers,
acquisitions and taking over other organizations, changes in the business
portfolio, product and service offerings, changes to the capital structure and
financial structure, privatization, and other activities changing the ownership
structure, the domain of control over the company (purchase of shares, LBO,
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ESOP, etc.), as well as series of organizational changes, changes in the technical
and technological nature, new marketing strategies, etc.

The research methodology employed in this paper included a systematic overview
and a comparative analysis of relevant scientific literature and specific empirical
research on the Western Balkan region contemporary restructuring trends,
especially those related to the state of crisis. Furthermore, the paper is founded
on of the empirical (field) research conducted in certain number of Serbian firms
that underwent major structural changes.

RESULTS

Although restructuring is a global phenomenon, there are certain differences in its
interpretation in various countries and regions. It should be noted that special
attention was devoted to the phenomenon of restructuring within the EU under
the conditions of the global crisis which affected most member states, especially
since 2010. In addition, deep changes were noticed in the economic and
competitive environment, structural changes in the EU economy, and recently
also an impact of “Ukrainian crisis” and sanctions in a trade with Russia.

Unlike the EU and the USA, restructuring is less viewed from a macroeconomic
and lot more from strategic and financial aspects. The focus is individual
businesses and achieving their primary objective function — creating wealth
(shareholder value) for the owners. A large number of individual goals of
restructuring are pointed out, and they are differently understood and
interpreted. Some differences in relation to the EU will be discussed in this paper.
But the paper will be focused on present trends of restructuring in Western
Balkan region. The presentation and analysis of characteristic challenges and
obstacles that occur in the realization of structural changes, as well as the
dilemmas of implementing various ways of restructuring will be the main results
of this paper.

IMPLICATIONS

The purpose of restructuring is to save resources and to re-deploy resources to
more efficient use. In market-oriented economies, such restructuring is usually
motivated by an attempt to restore or regain competitiveness and enhance long-
term shareholder value in response to a radical change in the business
environment or to a gradual erosion of competitiveness.
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However, there are many controversies about the implication of restructuring:

e Restructuring leads to (or at least aims at) improving economic
performance of the company through increasing its efficiency and
effectiveness;

e Restructuring brings about (most often) negative social effects due to a
very frequent practice of downsizing, outsourcing, M&A in which the
number of employees is reduced as well.

Consequently, some authors argue for mild changes (that could be illustrated by a
famous quote: “Change, change, why do we need change? Things are quite bad
enough as they are.” Lord Salisbury to Queen Victoria).

ORIGINALITY VALUE

Though not a new phenomenon, restructuring has faced many changes in terms
of the way and intensity of its implementation. The purpose of this paper is to
serve as a basis for discussion on contemporary tendencies in the field of
corporate restructuring and their effects, particularly in Serbia. The originality of
this paper lies in its results obtained through the analytical and especially
empirical research of the key characteristics of the restructuring process. Namely,
in Serbia, and according to the author’s knowledge in the Western Balkans,
empirical research is almost non-existent in the field of corporate restructuring.

KEYWORDS

Corporate restructuring, financial crisis, structural changes, market performance,
Western Balkan countries
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1.14. EVOLUTION AND ADEQUACY OF PRINCIPLES FOR
STAKEHOLDERS IN CORPORATIONS

Spartak Keremidchiev
Economic Research Institute at BAS, Sofia, Bulgaria

OBIJECTIVES

The paper deals with two characteristics of the principles of stakeholders that are
applied in corporate governance practices - evolution and adequacy. These
principles have undergone substantial changes in recent years. The aim of the
paper is to evaluate application of these principles in terms of their adequacy and
evolution and, if necessary, to propose amendments to help corporations better
interact with stakeholders.

METHODOLOGY

The methodology of study includes a set of methods for the extraction,
processing, analysis and synthesis of quantitative and qualitative information,
such as analytical study of documentary sources, research and publications;
surveys of experience in European countries and companies, content analysis of
literature, benchmarking, analysis of data from empirical sociological studies of
public and non-public enterprises; methods of verification of results, methods of
transfer of best experience and practices, synthesis of processed information and
data.

RESULTS

The degree of relevance of stakeholder principles proposed by OECD and
implemented in EU countries in line with development of theory and business
practice has been established. It has been shown that, despite their positive
evolution and alignment with the achievements of theory and practice, these
principles do not fully reflect the provisions regarding the understanding of the
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nature of the corporation, the interests and conflicts between the parties
concerned.

IMPLICATIONS

The results achieved could be applied in the practice of corporate governance in
European companies as well as in the corporate governance codes and in
communication and work with stakeholders. Another positive effect is
development and enrichment of scientific knowledge on corporate governance.

ORIGINALITY VALUE

Proposals have been made to incorporate new principles as well as substantive
improvements and revision of existing principles. The novelty here is related to
formulating the main task of managers, managing immanent interests and
conflicts between stakeholders, and promotion of employee participation.

KEY WORDS

Corporate governance, principles, stakeholders, corporations
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1.15. APPLICATION OF ETHICAL MODEL ON HUMAN RESOURCE
MANAGEMENT PROCESSES

Azra Suceska’
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The aim of this paper is to point out the importance of the ethical principles and
potentials of the human resource management process in generating ethical
behavior of the management and the organization itself towards employees, then
to explore the implications of ethically problematic practices and procedures in
transitional economies and societies and to consider the possibilities of applying
policies and procedures of the original concept of human resources management.
Ethics is an integral component in business. One of the aims of this paper is to
investigate the impact of applying ethical model on human resource management
processes and organization performance.

METHODOLOGY

Desk research and the questionnaire-based survey are used in this research. The
survey was conducted in 2014. The structured questionnaire is used as the main
instrument for collecting primary data provided by managers from Serbia and
Bosnia and Herzegovina with the aim of determining the impact of the application
of ethical principles on the management processes of human resources, as a
prerequisite for the success of organization. The sample size was 325
respondents. Response rate was 28% for 1,160 questionnaire respondents. Target
group are managers of all levels, HR managers and executives. The descriptive
statistics, correlation analysis and statistical conclusion validity are used primarily
for testing the research hypotheses. Factor analysis and other multivariate
analysis techniques are used in data processing and analysis. Operating data was
processed in SPSS statistical software package.
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RESULTS

The results of the conducted research indicate that in Serbia and Bosnia and
Herzegovina ethical principles in the process of human resources management
are not sufficiently applied. 73% of respondents believe that the basic criteria in
the selection are knowledge and skills of the candidates. 65% of respondents
believe that the development and training are investment, not an expense. 57%
believe that the improvement and development depends on the operating
results. The statement that assessment and evaluation is performed according to
the predetermined criteria is confirmed by 54% of respondents. Statement that
earnings are determined on the established system that everyone is familiar with,
was confirmed by 64% of respondents. There are 62% of respondents who believe
that before dismissal an employee has an opportunity to correct a problem.
Result shows that the state owned enterprises use at least ethical practice, while
small private organizations have high ethical standards.

IMPLICATIONS

Based on the research results, key dimensions of the ethical model relevant to
human resource management processes can be identified and measures can be
defined in terms of affirmation of the concept of business ethics and particularly
ethical principles in human resource management, such as requiring approval of
entrepreneurship and start up incentive training of entrepreneurs in the domain
of human resources management and business ethics, networking of the existing
professionals in the field of human resources management and business ethics,
etc.

ORIGINALITY VALUE

Based on the study of the relevant literature and the analysis of selected cases
from the practice, an original ethical model of human resources management has
been created in this paper, which includes basic processes and procedures. The
special originality of this research is in identifying the criteria for evaluating the
ethics of human resource management practices through theoretical concept and
empirical verification of these assessments.

KEY WORDS

Ethical model, ethical principles, ethical criteria, processes of human resources
management, ethics of human resource management practices

67



Part |

REFERENCES

1. Boxall, P., & Purcell, J. (2011). Strategy and human resource management. Palgrave
Macmillan.

2. Bratton, J., & Gold, J. (2017). Human resource management: theory and practice.
Palgrave.

3. Briscoe, D., Tarique, |, & Schuler, R. (2012).International human resource
management: Policies and practices for multinational enterprises. Routledge.

4. Cascio, W. (2018). Managing human resources. McGraw-Hill Education.

5. Dessler, G. (2005). Human Resource Management. New Jersey, USA: Pearson-
Prentice Hall.

6. Zupan, N., & KaSe, R. (2005). Strategic human resource management in European
transition economies: building a conceptual model on the case of Slovenia. Human
Resource Management, 16 (6), pp. 882—906.

7. Winstanley, D., & Woodall, J. (2000). The ethical dimension of human resource
management. Human Resource Management Journal, 10(2).

8. Thiroux, J. P. (2004). Ethics: Theory and practice (8th ed.). Upper Saddle River, USA:
Prentice Hall.

9. Torrington, D., et al. (2004). Human Resource Management. Beograd, Srbija: Data
Status.

10. Pinnington, A., Macklin, R., & Campbell, T. (2007). Human Resource Management.
Ethics and Employment. Oxford, UK: Oxford University Press.

11. Scott, E. (2016). Ethics and human resource management. In Practicing professional

ethics in economics and public policy (pp. 215-221). Springer Netherlands.

68



BUSINESS AND APPLIED ECONOMICS

1.16. CORPORATE SOCIAL RESPONSIBILITY IN BANKING: THE
EVIDENCE FROM RESEARCH AND ACADEMY AREAS

Aida Hanié
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

Corporative social responsibility (CSR) is not any more just a phrase or a concept
that needs to be considered. With time it became necessity for every sector and
industry in modern business. Although CSR academic development started in
1953 with Bowen'’s “Social Responsibilities of the Businessman”, the question that
arises is what the level of CSR research representation is in the scientific aspect?
Special emphasis is on the banking sector because of its importance due to its role
in society. Therefore, the objective of this paper is to analyze the degree of CSR
research done in the field of banking.

METHODOLOGY

Depending the period of its development, CSR was considered either as a tool to
increase profit or as a moral and social guideline for the company. In order to
analyze the level of CSR representation in scientific research, a bibliometric
analysis was used. In the first step, author searches literature related to CSR by
using search engines Scopus and Web of Sciences (WoS). The analysis covered the
period 1996-2017. This research provides descriptive statistics that includes: a)
number of publications per year, b) type of publication, c) subject area, and d) key
word. The research was done by using “article title” as the main characteristic
including “all type of documents”.

RESULTS

In the period 1996-2017 in Scopus data base, a total of 34 documents that
included “Corporate social responsibility in banking” were found. As mentioned
before, “article title” was the main characteristic in searching process. When it
comes to the number of publications per year, the most studies were done in
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2015 (14), while the results for other years are as follows: 2007 (1), 2009 (1), 2011
(1), 2012 (1), 2013 (6), 2014 (4), 2016 (11), 2017 (7). Observing the aspect of type
of publication, number of articles was 26, book chapter (7) and conference paper
(1). Having in mind the subject area, 26 studies related to the field of Business,
Management and Accounting. The most represented keywords were Corporate
Social Responsibility (26), banking (3), banking industry (3), banking sector (3), etc.

In the period 1996-2017 in WoS data base, a total of 48 documents that included
“Corporate social responsibility in banking” was found. The main characteristic in
searching process was “title”. When it comes to the number of publications per
year, the most studies were done in 2015 (seven), while the results for other years
are as follows: 2006 (1), 2007 (1), 2009 (2), 2010 (5), 2012 (1), 2013 (3), 2014 (5),
2015 (7), 2016 (4), 2017 (5). Observing the aspect of type of publication, number
of articles was 31 and proceedings paper (17). Having in mind the subject area, 18
studies related to the field of Business, Management (15), Business Finance (13)
and Economics (12).

IMPLICATIONS

The results of the research presented in the paper showed that corporate social
responsibility in banking is still inefficiently explored. For instance, if we analyze
only the “corporate social responsibility”, in the mentioned period, the result
would be 5,044 documents published in Scopus and 3,582 in Wos. It implies that
banking sector is still in the process of understanding and implementing the basic
values of CSR.

On the other hand, it is also important to notice that if we made our analysis by
using the title “Corporate social responsibility and banking” the number of studies
done in this area would increase; Scopus (53) and WoS (76). This means that the
type of phrases used in the research process can also implicate the final outcome.

ORIGINALITY VALUE

The scientific contribution of the paper is to show the degree of CSR presence in
scientific research regarding the banking sector. The research was based on data
retrieved from Scopus, which is considered to be the largest abstract and citation
database of peer-reviewed literature as well as Web of Sciences, with access to
over 18,000 high impact journals. Regarding this facts, the paper gives us a closer
look at the correlation between CSR and banking.
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1.17. SATISFACTION AND LOYALTY OF CLIENTS TOWARDS
BANKING PRODUCTS AND SERVICES

Milica Raicevi¢'
Faculty of Business Studies “Montenegro Business School”, Mediterranean University,
Podgorica, Montenegro

Dijana Medenica Mitrovi¢’
Faculty for Business Management, Bar, Montenegro

OBIJECTIVES

Transformation of the banking sector has led to banks providing a complete
financial service today both at domestic and international level. The focus of their
operations is the client on whose loyalty the bank's business operations depend.
The aim is to indicate that there is a direct link between the quality of the banking
service that affects the satisfaction and loyalty of the client, which directly affects
the operations of the bank and its competitive advantage and profit.

METHODOLOGY

The paper provides a theoretical and practical overview of the quality of service,
satisfaction and loyalty of clients, and the successful performance of the bank,
which depends on its clients. The theoretical part defines the concept of the
client, his/her significance and specific features related to his/her influence on the
bank's operations, through his/her satisfaction and loyalty to the bank.

The empirical part deals with the analysis of the client’s satisfaction and loyalty for
the banking products and services in Montenegro and to what extent the quality
of banking services has an impact on the satisfaction and loyalty of the client.
Based on the collected data, an analysis of the factual situation will be carried out,
the conclusions will be drawn and recommendations made to improve the quality
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of the service, which will contribute to the greater satisfaction of clients, and
therefore the loyalty towards the specific bank.

RESULTS

The conducted research into the quality of banking services revealed a difference
between the received and expected quality of the banking product, and that there
is room for improvement of the quality of the service which will directly affect the
customer satisfaction and loyalty, the bank's competitiveness and profit.
Enhanced quality of the bank can be seen through: improved bank-client
relationship; increased service innovativeness; greater transparency of banking
products, etc.

IMPLICATIONS

The contribution of the paper is reflected in the analysis of banking products, the
measurement of the quality of the service and how it affects the satisfaction and
loyalty of the clients in Montenegro. The paper will define the characteristics of
the banking product in Montenegro, as well as the advantages and shortcomings
in the present practice of banks' services and the direction in which the banking
products and services should be improved.

ORIGINALITY VALUE

The paper will provide an overview of banking services and their impact on
customer satisfaction and loyalty. Recommendations will be provided, which can
help decision-makers in creating a strategy to improve or develop a new service.
The contribution will be made through the analysis of the available data in terms
of what specific products are most represented, what are the advantages and
disadvantages of the existing banking products and what should be done to
increase the satisfaction.
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1.18. AN ANALYSIS OF THE DEVELOPMENT OF
ENTREPENEURSHIP IN THE REPUBLIC OF SERBIA WITH A
SPECIAL FOCUS ON FEMALE ENTREPRENEURSHIP

Jelena Petrovic!
University of Nis, Faculty of Science and Mathematics, Nis, Republic of Serbia

Snezana Radukié®
University of Nis, Faculty of Economics, Nis, Republic of Serbia

OBIJECTIVES

The purpose of the paper is to analyze the impact of economic growth on the
development of entrepreneurship in the Republic of Serbia. The main goals of the
paper are: 1) analysis of the development of entrepreneurship in the Republic of
Serbia during the 21st century — total, male and female; and 3) analysis of the
impact of gross domestic product on the development of entrepreneurship in the
Republic of Serbia - total, male and female.

METHODOLOGY

The following methods were used in the paper: correlation and regression
analysis. The correlation analysis enabled the analysis of the interdependence
between the number of entrepreneurs and the gross domestic product in the
Republic of Serbia, as well as the analysis of the interdependence between the
number of female entrepreneurs and the gross domestic product in the Republic
of Serbia. In order to quantify the impact of economic growth on the development
of female's entrepreneurship in the Republic of Serbia, the regression analysis is
applied in the paper. The research will use the official data of the Statistical Office
of the Republic of Serbia on the number of entrepreneurs by the sex and region in
the Republic of Serbia.
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RESULTS

Number of entrepreneurs in the 21st century is decreasing. The largest number of
entrepreneurs was recorded in 2008, and the smallest in 2015. The results
indicated that there is a statistically significant negative correlation between the
gross domestic product and the number of entrepreneurs in the Republic of
Serbia. Also, the results indicated that gross domestic product has a significant
impact on the development of male and female entrepreneurship in the Republic
of Serbia.

IMPLICATIONS

Bearing in mind that during the 21st century the total number of entrepreneurs is
reduced, it is necessary to apply adequate measures in order to stimulate the
development of entrepreneurship in the Republic of Serbia. Based on the analysis
of problems in the development of entrepreneurship in the Republic of Serbia,
concrete solutions should be proposed for elimination of economic, legal and
administrative barriers in order to stimulate the development of entrepreneurship
and economic growth.

ORIGINALITY VALUE

The originality of the paper is reflected in the fact that the influence of economic
growth on the development of entrepreneurship in the Republic of Serbia will be
explored. Particular emphasis will be put on the analysis of the development of
entrepreneurship by the gender and region within the Republic of Serbia. We will
try to identify the basic problems in order to propose the necessary measures to
stimulate the development of entrepreneurship.
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analysis, regression analysis, Republic of Serbia
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1.19. ANALYSIS OF THE INSTITUTIONAL SUPPORT FOR THE
DEVELOPMENT OF SMALL AND MEDIUM ENTERPRISES IN THE
REPUBLIC OF MACEDONIA

Marija Magdincheva-Shopova'
Assistant Professor, University Goce Delcev, Faculty of Tourism and Business Logistics,
Gevgelija, Republic of Macedonia

Magdalena Miceva®
Master's student, Faculty of Tourism and Business Logistics, University Goce Delcev,
Gevgelija, Republic of Macedonia

OBIJECTIVES

SMEs have a significant role in the economic growth and development of all
countries, especially in developing countries facing major challenges and high
unemployment. From the analysis on the current situation related to the role of
small and medium enterprises in the economic development in the Republic of
Macedonia, as a developing country, it can be concluded that the number of small
enterprises is increasing in recent years, as well as the need for institutional
support.

METHODOLOGY

The subject of research of this paper is an analysis of the opportunities that SMEs
have as a result of the institutional support of small and medium enterprises in
the Republic of Macedonia. In the process of researching and displaying the
obtained results, several scientific methods will be used: method of analysis and
synthesis, method of classification, descriptive method and comparative method.
Through the conducted research, the role of small and medium enterprises in the
economic development of the Republic of Macedonia, the legal framework and
the business environment in the development of small and medium-sized
enterprises, with particular emphasis on the institutional and financial support,
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will be considered. As a result of the obtained results from the conducted analysis
of the situation, conclusions and recommendations will be given which can be
applied by all entities and institutions related to small and medium enterprises in
the Republic of Macedonia.

RESULTS

The results that will be presented in this paper are obtained from the conducted
survey in the period from 01.04.2018 until 01.05.2018. The survey questionnaire
was conducted electronically and was sent to 150 people, of which 135 answered
the questions. Most of the respondents (85%) think it is necessary to improve the
institutional support in order to ensure the smooth functioning of SMEs in real
work, i.e. to overcome administrative, bureaucratic, tax and other obstacles.

IMPLICATIONS

Priority in the support of SMEs in the Republic of Macedonia should be aligning
the SME development policies with current EU policies by adopting the principles
defined in the Small Business Act (SBA) and the Strategy for Smart, Sustainable
and Inclusive Economic Growth Europe 2020 as well as other EU acts concerning
SMEs, redefining the priorities of SMEs in the Republic of Macedonia, the
preparation of a new national strategy for the development of small and medium-
sized enterprises.

ORIGINALITY VALUE

The key contribution of this paper is to present the possibilities of the institutional
support system for SMEs in Macedonia. The obtained results indicate the need to
further strengthen and improve policy support and development for start-up
enterprises by developing new forms of non-financial support in combination with
financial instruments, which will enable a larger number of newly established
SMEs to survive their first years of operation and create a reliable base for further
operation.

KEY WORDS

Entrepreneurship, small and medium enterprises, institutional support, legal
framework
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1.20. WOMEN ENTREPRENEURSHIP IN SERBIA — POTENTIALS
AND CONSTRAINTS

Olivera Jovanovi¢!
Institute of Economic Sciences, Belgrade, Serbia

Milena Lazié*
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

In today’s modern society, entrepreneurship is considered to be the driver of
economic and social development and the important source of competitive
advantage. With that regard and taking into account the empirically proven
positive relationship between the gender equality and the level of sustainable
economic and social development, the subject of this paper is the assessment of
the position of women entrepreneurs in Serbia. The main objective is to identify
business and environmental barriers with which female entrepreneurs are
confronted.

METHODOLOGY

Besides standard desk research method and the analysis and comparison of
secondary data, the survey method was also conducted in this paper. As a starting
point (population) for selection of sampling units, the data available on the
website of the Association of Business Women in Serbia was used. The research
was conducted in period March - May 2018. On this occasion, a semi-structured
guestionnaire was used to collect primary data. Questionnaire was sent to the
respondents via e-mail and, where possible, an interview was conducted with the
aim of collecting additional information. The questionnaire used for the purposes
of this research consists of three parts. Within the first group of questions,
general information about the level of education and basic characteristics of the
company owned by women entrepreneurs in Serbia has been collected. The
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second group of questions was conceived to provide an insight into the business
performances of these companies, while the third group dealt with the analysis of
the barriers which women entrepreneurs in Serbia were facing in their everyday
business.

RESULTS

The results of conducted research suggest that there exists a huge potential for
the development of women entrepreneurship in Serbia. The women
entrepreneurs in Serbia are confronted to significant barriers in their everyday
business activities especially taking into account the difficulties in accessing the
necessary information about potential markets and technology and even the
potential sources for their financing. At the same time they are facing with family
care activities and other social norms within the community in which they live.

IMPLICATIONS

The results of the research conducted in this study are primarily intended for the
policy makers, but also for the women entrepreneurs who want to achieve a
better position on the market and to find a better way of getting financial help.
Furthermore, the results are useable for creating supportive and encouraging
environment for entrepreneurship in Serbia, especially for women-owned
enterprises during business development.

ORIGINALITY VALUE

This paper provided a detailed overview of women entrepreneurs in Serbia based
on data obtained through conducted research. Except interesting analysis of
current position of women in business, original value of this research paper is
found in recommendation given for their future business activities and planning
based on their answers in questionnaires.

KEY WORDS

Women entrepreneurship, gender equality, financial performances, business
barriers, competitiveness, Serbia
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1.21. GREEN JOBS-POTENTIAL FOR EMPLOYMENT IN THE
REPUBLIC OF SERBIA

Simonida Vukadinovi¢!
EDUCONS University, Faculty of Business Economy, Sremska Kamenica, Serbia

Sinisa Domazet?
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OBIJECTIVES

The paper is about a circular economy, the model of the 21st century, in the field
of employment, as a great chance for not only making employment rate higher,
but for ecological protection and budget savings as well. This topic is important
for the Republic of Serbia (Serbia), a candidate country for the European Union
(EU), and in that context greening the economy is obligatory. Also, state aid for
training of employees is one of the key measures for increasing (green)
employment.

METHODOLOGY

Beside the professional and scientific literature, statistical and other relevant
data, the following methods have been used: - Descriptive method, which was
used in defining the most important categories related to the subject of research
and determining certain phenomena related to the analysis of field of research
(Serbian green employment, unemployment rate, recycling sector); The method
of collecting primary data by field research, in order to collect empirical data on
the state and trends of employment indicators and the green labor market
situation in Serbia; Authors will also do correlation analysis with the Hausman test
and the Fixed / Random effect model as well as normative methods and legal and
logical methods of induction and deduction, the Case Study Method. Statistical
methods and Comparative method are also used.
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RESULTS

Statistics of the EU emphasizes the highest employment in Denmark - around
300,000 people in green jobs (11 % of its workforce).

In Serbia, estimation is that about 250 million euros are lost annually, due to
inadequate waste treatment. Only 1.25% of employees in our country work in
green jobs (potential is twice higher), and the least number of people is still
employed in the gray economy. The Government has to encourage not only
increasing employment, but also ecological protection, achieving great savings for
economy and nature.

IMPLICATIONS

The study is intended for the government, and all the entrepreneurs that will by
wide spreading of circular economy implementation, contribute to better quality
of living. In 2015, there were 38,117 people in green jobs in Serbia. Furthermore,
the study will be useful for EU-integration (case of competition).

ORIGINALITY VALUE

The paper summarizes latest data on the green labor market and legislation
frameworks in Serbia and in the EU in the field of sustainable development during
the EU integration process, especially in the case of state aid measures for training
of employees. It points to the importance of implementation of this process, and
its benefits as well (employing around 30,000 workers from grey to legal economy
—that way directly providing the budget for these workers - social benefits).
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1.22. REGIONAL DEVELOPMENT OF AGROBUSINESS SMES IN
SERBIA

Olivera Jovanovi¢!
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

Small and medium enterprises are considered as economic growth holders in
transition countries and can make better use of the national geographical
potential. Also, they successfully can reduce regional inequalities and poverty with
appropriate institutional and financial support. The main aim of this paper is to
determine the regional development of SMEs in agribusiness along with cluster
analysis of their distributions and potential for future development and
cooperation.

METHODOLOGY

Basic research method which is used in this paper is descriptive statistics.
Relevant data about SMEs are collected from the Statistical Office of Serbia and
Business Register Agency for period 2012-2016. Tables and graphs present main
information about SMEs in agribusiness. Special part of analysis is SMEs in
agriculture, because of significant contribution to national economic and
sustainable development. Second research method which is used in this paper is
cluster analysis of agricultural SMEs and householders. Main parameters for
enterprises and regions development were identified and used in the calculation.
Based on Euclidean distance, regions were grouped into clusters. Clusters analysis
is one way for identifying potentials for regional development between similar
regions, so the author gives recommendations for their future cooperation.

RESULTS

The research results which are presented in this paper show that agribusiness
SMEs are very important for sustainable development and overall economy.
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Number of SMEs in this sector can be higher if financial and advisory support is
more accessible. Regional development of SMEs varies by regions in Serbia,
differences between poorer and richer areas lead to disproportions in number of
employers, distribution of incomes and migrations from devastated areas.

IMPLICATIONS

The research results which are presented in this paper are dedicated to the
owners of small and medium enterprises in agribusiness, especially in agriculture
because they can use it to identify potential business activities. Furthermore, the
research results can be used by economic policy makers and decision makers to
achieve the harmonization of uneven regional development and reduction of
inequality.

ORIGINALITY VALUE

In this paper, the author provides research about important sector for economic
development in Serbia. Research conclusions are based on descriptive statistical
analysis and cluster analysis, so original value can be found in the overview of
SMEs sector in agribusiness, especially in agriculture during last years and in
recommendations for their future regional business activities.

KEY WORDS

Agribusiness, regional development, SMEs sector, sustainable development,
Serbia
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1.23. IMPROVEMENT OF THE MARKETING CHANNELS FOR
AGRO-FOOD PRODUCTS - INTERNATIONAL EXPERIENCES

Katica Radosavljevié*
Research Associate, Belgrade, Republic of Serbia

OBIJECTIVES

The research aims to point the possibilities of efficient placement of agro-food
products of the Republic of Serbia as one of the major strategic goals of socio-
economic development. A continuous supply of consumers in the food market,
savings in distribution costs and productivity increase are the goals whose
achievement leads to the economic growth.

METHODOLOGY

The research is based on evidence produced using analytical instruments. The
entire research is based on the application of several methods of modern
qguantitative and qualitative analysis. Information from secondary sources was
processed by a descriptive and comparative approach. The comparative method
and statistical comparison of world practice with the practice of the Republic of
Serbia show the development, productivity and competitiveness of the
agribusiness of the Republic of Serbia.

RESULTS

Well-coordinated production and consumption take strategic importance in
making business decisions. More rigorous customer demands for quality products
imply an effective marketing channel design that allows fast delivery. France, as
an agriculturally developed country, achieves a competitive advantage in the
placement of food through the inclusion of Intertek global operator in the channel
of marketing. The result of the analysis of international experiences is the
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proposal of the institutional solution, the sustainable development of the channel
of marketing of agro-food products.

IMPLICATIONS

One of the consequences of the conducted research is the identification of the
influence of marketing channels on agribusiness, depending on the degree of
agricultural development of the country. Fast, flexible and vertically integrated
food marketing channels play a decisive role in competitiveness in the domestic
and international market of agribusiness.

ORIGINALITY VALUE

Increasing competitiveness at domestic, regional and international level is the
outcome of the research. By examining the results of structural changes and
involving Intertek operators in the food supply chain at the international level, we
are pointing to the possible directions of the development of the agribusiness
system in the Republic of Serbia. The way to create competitive advantages is to
establish, innovate and strengthen links between the subjects of the agribusiness
marketing channel as an inseparable component of the reproductive process in
the agricultural and food industries.
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1.24. DEVELOPMENT AND IMPLEMENTATION OF THE
INTERGATED MARKETING COMMUNICATIONS CONCEPT

Tatjana Cvetkov Cikosev’
NIS a.d. Marketing Division, Belgrade, Serbia

OBIJECTIVES

Understanding consumers’ needs implies creating adequate supply, which leads
to good and sustainable relations over time. Consumers, under the influence of
(new) technologies change their habits, attitudes and behavior while using certain
product or service, as well as the way they communicate. The objective of this
paper is to analyze the effects of created communication on brand through
developing IMC model. Taking into account consumers’ demographic structure,
not only the points at their path to purchase, usage or recommendation, the
effects among different groups will be analyzed.

METHODOLOGY

The results of primary research conducted in May 2018, about consumer behavior
and influence of certain ways of communication on their behavior are used in this
paper. Respondents were visitors of 85. International Agricultural Fair in Novi Sad,
from 15-21 May 2018, that are exposed to at least one way of communication.
Beside, the results of the tracking study from October 2015 (3-30.10. 2015),
November 2016 (14.10.2016-14.11.2016) and November 2017 (24.10-24.11.2017)
are also used for this paper, in order to show the brand development, it’s
awareness and usage in the population of potential users. Both researches were
conducted by using structured questionnaire, face to face. Questions that are
important for this paper are about awereness of brands in the category,
noticeablity of certain ways of communication, and the influence of that
communication on behavior is measured. The ultimate goal of every
communication is sales and repeated sales, but in that process potential users
should be introduced to brand, create need and want to use that brands, to be
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satisfied, loyal and be it's ambassadors. Beside usage of the results of primary
research, desk method of collecting and analyzing is also used, in order to have
detailed insight of certain aspects that are related to the objective of this paper.

RESULTS

The results of conducted research indicate that implementation of integrated
marketing communications leads to additional sale and better brand positioning,
as well as company positioning in the market. Additionally, effectively integrated
communications positively influence brand positioning and consumers’
satisfaction is in positive relation with repeated purchase of the brand.

IMPLICATIONS

The results of the conducted research presented in this paper are foremost
intended for marketers, but also for the expert community. The only constants
are changes in business environment as well as new technologies, on the one
hand, and the changes of consumers, on the other hand. Hence, the organizations
should be ready to adequately respond to those challenges. Sending an intended
message to a consumer that leads to intended action in that kind of challenging
environment, and being economical, effective and efficient is the goal of every
marketer, and this paper shows that this goal is achievable.

ORIGINALITY VALUE

The scientific contribution of this paper is to present the integrated marketing
communication model that combines two views — top down and bottom up — as
well as its implementation. Furthermore, having in mind new media, this paper
shows what instruments, that from marketing aspect, give the most efficient,
economical and profitable result for the organization. This approach leads
towards modernization of business operations, that is necessary to perform for
the implementation of trends and innovations, as well as continuous development
and improvement.

KEY WORDS

Integrated marketing communications, brands, positioning, consumers
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1.25. STRATEGIC MARKETING APPROACH IN NON-PROFIT
ORGANIZATIONS

Milica Kovaéevi¢!
Faculty of Business Studies “Montenegro Business School”, Mediterranean University,
Podgorica, Montenegro

OBIJECTIVES

Non-profit organizations make a significant contribution to the development of
each society. The main objective of this paper is to demonstrate how the
application of a strategic marketing approach in non-profit organizations
contributes to the improvement of their operations, from a theoretical and
practical point of view, through the experience of non-profit organizations in
Montenegro. The paper also outlines the specific features of the marketing
concept in non-profit organizations.

METHODOLOGY

The applied methodology is primarily focused on the analysis of existing
theoretical concepts, partly in the direction of empirical analysis and recognition
of new strategies and methods for better operations of non-profit organizations,
through the application of a strategic marketing approach. Through an analytical
review of the practical experience of non-profit organizations primarily in
Montenegro, the importance of applying the strategic marketing approach for
their work and sustainability will be demonstrated. A secondary data analysis was
carried out for the needs of the paper, as well as the methods of observation and
comparison. An in-depth interview was also conducted with the representatives
of well-established non-profit organizations in Montenegro. The paper also
contains recommendations concerning new strategic models of application of the
marketing concept in non-profit organizations, which can contribute to their
better positioning and more successful operations.
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RESULTS

Non-profit organizations do not sufficiently apply the strategic marketing concept
in their operations, which results in their disappointing performance. The reasons
for this are the lack of awareness of the importance of applying the marketing
approach, as well as the lack of resources, both human and financial, which would
enable this. An analysis has shown that they have specific goals and ways of doing
business, which requires adapting the application of marketing in their activities.

IMPLICATIONS

As the field of application of the strategic marketing concept in non-profit
organizations is less explored compared to its application in profit organizations,
this paper will therefore contribute to the analysis of the application of marketing
concept in non-profit organizations and will be beneficial to researchers working
in this field. Since the paper will give recommendations for a more successful
operation of non-profit organizations, it will benefit this type of organizations.

ORIGINALITY VALUE

Theoretical systematization of knowledge about the strategic marketing
approach, as a factor for enhancing the operations of non-profit organizations,
represents originality of this research paper. A special contribution of the research
is reflected in the analysis of application of the marketing approach in non-profit
organizations in Montenegro. The added value is provided by recommendations,
which can be used in the practical operations of non-profit organizations.

KEY WORDS

Marketing concept, strategic marketing approach, non-profit organizations,
marketing instruments
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1.26. E-MAIL MARKETING CAMPAIGNS EFFECTIVNESS

Aleksandar Grubor!
University of Novi Sad, Faculty of Economics in Subotica, Subotica, Serbia

Nenad Poki¢?

University of Novi Sad, Faculty of Economics in Subotica, Subotica, Serbia

OBIJECTIVES

The main goal of the research is to examine whether there are statistically
significant differences in regard to e-mail marketing campaigns effectiveness
when comparing e-mail marketing campaigns formulated in accordance to
permission marketing approach and e-mail marketing campaigns formulated in
accordance to interruption marketing approach. Furthermore, the goal is to
research additional potential determinants of e-mail marketing effectiveness.

METHODOLOGY

Structured personal interview with the use of the questionnaire is implemented in
May, 2018. The convenience sample consists of 200 respondents belonging to
student population in Serbia. Independent samples t-test is applied in order to
research whether there are statistically significant differences in regard to
reactions to e-mail marketing campaigns in all stages of consumers’ relation to the
brand (attention, interest, desire, action) when comparing e-mail marketing
campaigns formulated in accordance to permission marketing approach and in
accordance to interruption marketing approach. Tests of differences and relations
are used to consider the results in the context of socio-demographic
characteristics of respondents.

RESULTS

There are statistically significant differences in regard to e-mail marketing
campaigns effectiveness when comparing e-mail marketing campaigns formulated
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in accordance to permission marketing approach and interruption marketing.
These differences are present in all stages of consumers’ relation to the brand
(attention, interest, desire and action). Furthermore, there is difference/relation
when considering these relations in the context of socio-demographic
characteristics of respondents.

IMPLICATIONS

Companies using e-mail marketing in their promotion should rely on permission
marketing approach in order to achieve better results in all phases of consumers’
relation to their brand. This approach might be to some extent more difficult to
be implemented, especially in the early stages, but is inevitable for favorable
results.

ORIGINALITY VALUE

The research belongs to rare e-mail marketing academic research in domestic
conditions.

KEY WORDS

E-mail marketing, Permission marketing, Interruption marketing, AIDA, Serbia
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1.27. CUSTOMER PERCEPTION OF FACEBOOK MARKETING
SIGNIFICANCE IN DIFFERENT PHASES OF THEIR CUSTOMER
JOURNEY

Ines Djoki¢*
University of Novi Sad, Faculty of Economics in Subotica, Subotica, Serbia
Nikola Mili¢evi¢®
University of Novi Sad, Faculty of Economics in Subotica, Subotica, Serbia

OBIJECTIVES

The basic objective of the paper is to analyze customer evaluations of significance
of Facebook marketing activities during different phases of customer journey
(awareness, consideration, decision). In addition, the objective is to investigate
additional potential influences on these evaluations.

METHODOLOGY

The convenience sampling was used. There were 200 students interviewed in May
2018 through structured personal interviews with the use of the questionnaire.
The questionnaire included general perception of respondents about the
significance of Facebook campaigns in different phases of their customer journey
(awareness, consideration, decision). Furthermore, these evaluations were rated
in the context of less/more attractive campaigns and different situational factors.
Socio-demographic characteristics of respondents were gathered as well.
Appropriate tests of differences and relations were used within statistical analysis.

RESULTS

The greatest influence of Facebook marketing is in earlier stages of customer
journey, although respondents rate them as important in later phases as well, but
less in some extent. Situational variables, respondents’ socio-demographic
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characteristics, as well as the attitude toward a certain Facebook campaign can
also be brought in relation to these evaluations.

IMPLICATIONS

Companies should follow their customers in different stages of their journey and
implement Facebook marketing and other digital and offline marketing media
accordingly. The success of marketing campaign can depend on how this process
is adequately performed.

ORIGINALITY VALUE

Academic marketing researches within the area of digital marketing, including
Facebook marketing, are still scarce in Serbia.

KEY WORDS

Facebook Marketing, Customer Journey, Serbia
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1.28 DIGITAL MARKETING USAGE IN SMES IN MACEDONIA, AN
EMPIRICAL STUDY

Dimitar Jovevski
Ss. Cyril and Methodius University, Faculty of Economics, Skopje, Republic of Macedonia

Snezana Ristevska Jovanovska®
Ss. Cyril and Methodius University, Faculty of Economics, Skopje, Republic of Macedonia

OBIJECTIVES

The main goal of this research is to confirm or deny that: Small and medium
companies in the Republic of Macedonia take advantage and possibilities of digital
marketing. Other objectives of this research are: Importance of digital marketing
in the conduct of business; determining the characteristics of digital marketing in
small companies; the extent of using digital marketing in relation to traditional
forms of marketing in small companies; advantages and disadvantages of digital
marketing in small companies; examination of the mistakes that are made in the
formation of marketing strategies and testing how the use of digital marketing will
affect the operation of the email companies.

METHODOLOGY

In order to satisfy the objectives of the paper, a survey based on a written
guestionnaire was conducted to collect relevant data, and later compare with
similar research from the authors. The questionnaire is divided into three groups
of questions: the first set of questions provides basic information about the
enterprise; the second set of questions concerns the marketing activities of the
company; the third set of questions gives the answer how small companies use
the new trends in digital marketing.
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This questionnaire examines a number of issues. First, issues related to the
demographic and size of the company, than the lever of redines of the SME’s for
using the digital marketing in their working.

The survey was conducted in the period March-April 2018 among a randomly
chosen sample of more than 100 companies.

The survey was conducted in the period March-April 2018 among a randomly
chosen sample of more than 100 companies.

RESULTS

The survey data reveals that businesses use different strategies for building and
maintaining relationships with others in order to keep consumers interested. Also
more than 75% are recognizing social media channels as a relevant media
compere with 60% in 2017. More than 80% have digital marketing strategy
compare to 56% back in 2017. SME’s are spending more and more money through
digital channels and expecting to gain more customers compare to other
channels.

IMPLICATIONS

In the last few years, the issue of the significance and level of influence of
effectively established digital marketing in the operations of today's companies
and the development of their business has been significantly raised.

Accordingly, there are a significant number of start-up companies, especially small
and medium-sized enterprises, which belong to the small business sector, which
are already significantly focused on the implementation of digital marketing and
implementation of successful, modern marketing strategies in order to make it
easier to reach its potential consumers and users of the given products and
services.

ORIGINALITY VALUE

Digital marketing is an important issue in the past few years especially in the
SME’s in Republic of Macedonia. The subject of this paper is defining the level of
reediness and the level of usage of digital marketing in R. of Macedonia and also
there is a comparison with previous studies from the authors. The scientific
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contribution of this paper is perceived in the need of emphasizing the level of
usage of digital marketing in SME’s in their day to day working.

KEY WORDS

Digital marketing, online sales, small and medium enterprises, entrepreneurship,
startup businesses, the Republic of Macedonia, marketing strategy, internet
promotion, social networks, digital market.

REFERENCES

1. A. Payne (2000). The Essence of Services Marketing, Prentice Hall International Ltd.

2. Alistair, D. & Copulsky, J. (2013) Managing webmavens: relationships with
sophisticated customers via the Internet can transform marketing and speed
innovation. Journal: Strategy and Leadership.

3. Allen, E. & Fjermestad, (2011) J. E-commerce marketing strategies: a framework and
case analysis. Logistics Information Management (Vol.14).

4. Andrea C. Wojnicki, (2005). Word-of-Mouth and Word-of-Web: Talking About
Products, Talking About Me. Advances in Consumer Research, (Vol. 33).

5. Davis, M.; Eshelman, E.R.; M’kay, M. (2008), The relaxation and stress reduction
workbook, 6-th edition, New Harbinger Publications, Inc, Oakland.

6. Fernandes, C., Christo, F.V., Kumar, S. & Mekoth, N. (2008), Social Transaction at
Workplace: Impact of Social Support on Role Stress, ICFAI Journal of Organizational
Behavior, (Vol.7 Issue 1, pp.41-48).

7. Groves, D. (2004). Stress reduction for busy people, New World Library, Novato.

8. Hargrove, M.B., Quick, J.C., Nelson, D.L. & Quick, J.D. (2011), The Theory of
preventive stress management: a 33-year review and evaluation, Stress & Health.
Journal of the International Society for the Investigation of Stress, (Vol. 27 Issue 3,
pp.182-193).

9. Kotler, P. (2003) Marketing Management. Eleventh edition, Pearson Education
Canada.

10. Kuada, J & 0.J Sgrensen (2001) Internationalization of Companies from Developing
Countries, International Business Press.

11. McMillan & Sally J. (2005). Internet Advertising: One Face or Many? Manuscript
prepared for Internet Advertising: Theory and Research.

12. Mohammed, R. A., Fisher, R. J., & Jaworski, B. J. (2003) Internet Marketing: Building
advantage in a networked economy. Second edition, Mc Graw Hill/ Irwin.

13. Rappaport &Stephen D. (2007). Lessons from Online Practise: New Advertising
Models. Journal of Advertising Research 2007.

14. Reijonen, H. (2010). Do all SMEs practice same kind of marketing? Journal of Small

Business and Enterprise Development, 17(2)

105



15.

16.

17.
18.

Part |

Reyneke, M., Pitt, L., & Berthon, P. R. (2011). Luxury wine brand visibility in social
media: An exploratory study. International Journal of Wine Business Research, 23(1)
Thomson, K., K. Purcel, & L. Rainie. (2016). Arts organisations and digital
technologies. International Business Press.

Universal McCann. (2016). Wave 8: The Language of Content.

Verma, D. P. S. & Varma, G.(2013). On-line pricing: concept, methods and current
practices, Journal of Services Research. Gurgaon, (Vol. 3).

106



BUSINESS AND APPLIED ECONOMICS

1.29. THE ROLE OF DIGITAL MARKETING IN SERBIAN HOTEL
INDUSTRY

Sasa Virijevi¢ Jovanovié*
Faculty of Applied Management, Economics and Finance, Belgrade, Serbia

Vesna Pijevac’
High school for tourism, Belgrade, Serbia

OBIJECTIVES

The aim of this paper is to demonstrate the impact of digital marketing on
customer buying behavior in the hotel industry in Serbia. In order to respond to
the requirements of the paper topic, we have designed the research, which will
present the current statistical data on the application of digital marketing in
hotels in Serbia, as well as a survey that has included hotel guests as respondents,
who answered the questions about the impact of social digital media on their
buying behavior.

METHODOLOGY

The research combines the theoretical and empirical approaches in order to find
the answer to the question about the impact of digital marketing in Serbian hotel
industry. Therefore, various methods and techniques are applied in the paper,
such as content analysis, comparative method, survey and statistical methods.
The empirical research is conducted on the sample of 150 respondents that
included domestic and foreign guests in hotels in Serbia. During the statistical
data processing, the following techniques and methods were implemented: the
descriptive statistical measures (frequencies and percentage, arithmetical
midranges), the measures of variability - AS, SD, MIN and MAX. In order to show
the significance of the achievement differences in questionnaires, the test t was
used for the independent samples and the significance (t and p) and ANOVA and
significance (F and p) in the program for the statistical data processing SPPS.
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RESULTS

The survey indicated that over 80% of respondents used digital marketing
channels in order to obtain information relevant to making a decision about the
choice of the hotel. The findings of the study, also showed that, in the overall
sample, the most important reasons for using digital marketing in purchasing
process of customers in hotel industry in Serbia are: booking and finding
information about travel experiences on review sites.

IMPLICATIONS

This research is a significant cognitive basis, which can be used by a variety of
subjects, starting with the hotel customer relationship management (CRM) to
researchers that monitor the implications of digital marketing. The results of the
research presented in this paper indicate that there are great possibilities of using
digital marketing in the hotel industry in Serbia, which should be recognized and
valued in time.

ORIGINALITY VALUE

In the area of the hotel industry, digital marketing opens up new opportunities for
connecting with consumers, which are still insufficiently explored both on
theoretical and practical levels. Therefore, this paper represents an original
contribution towards the further learning of the application of digital marketing,
bearing in mind that it points to its actual application in hotels in Serbia, and
examines the impact of social media on making a decision about hotel choice.

KEY WORDS

Digital marketing, social media marketing, hotel industry, social networks in
tourism, online hotel booking
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1.30. WEB-BASED PROJECT MANAGEMENT EDUCATION IN
STUDENT POPULATION

Dragan Bjelica’
Faculty of Organizational Sciences, University of Belgrade, Belgrade, Serbia

Dejana Pavlovi¢?
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The aim of the research is to show how contemporary trends in project
management through web-based application tools on the market contribute to
more efficient and effective implementation of projects in terms of budget, time
and scope. According to Obradovic et al. (2014) web-based project management
tools have aimed to integrate knowledge management issues with collaboration
tools, focusing on the relationship between employees, project portfolio
managers, different stakeholders and top management.

METHODOLOGY

The methodology was based on the survey which was conducted among student
population in Master studies at the Faculty of Organizational Sciences, University
of Belgrade. Students are asked to fill opened questions that are oriented towards
their level of web-based project management. Each year, the Master Program for
Project Management is attended by about 70 students. We collected the sample
of 60 respondents, which is about 85% of the population. Most of the students
are already employed in the positions of project managers and have a significant
influence on the selection of team members, time management, costs, and scope
of projects. In addition, the part of methodology contained the descriptive
analysis of data obtained from the Survey. Mann-Whitney and Kruskal-Wallis test
are used for group comparisons.
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RESULTS

Key results imply that adequate education in project management improves later
project results and performances. Comparative analysis shows the statistical
difference in the level of knowledge and competencies of those using web tools
against those who don’t use it. The research results show statistically significant
differences in the level of project manager’s competencies between industrial
branches and the number of projects that the organization implements on an
annual basis. Theoretical and practical implications in the paper will be discussed.

IMPLICATIONS

Results could be useful for project managers as well as decision makers because
appropriate people recruitment with project management competencies,
especially with web-based project management knowledge, is directly related
with software selection and methodology which will be applied in the company.
The bridge that connects two sides particularly influences the education model
and competencies improvement in student population.

ORIGINALITY VALUE

The main contribution of the paper is the reduction of a large number of issues in
the field of web-based project management as well as the great importance for
the education sector of the Republic of Serbia.
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1.31. IMPLEMENTATION OF GAMIFICATION IN HEIS IN THE
REPUBLIC OF MACEDONIA

Martin Kiselicki'
Integrated Business Faculty, Skopje, Macedonia

Saso Josimovski’
Faculty of Economics — Skopje, Macedonia

OBIJECTIVES

Gamification is the use of elements from video games and a way of thinking in an
environment that has nothing to do with video games. According to statistics in
the EU and the US, only 56% of students complete their four-year studies within
the predicted six-year period. The benefits of gamifying the study process are the
creation of higher levels of interaction, immersion and motivation among
students in activities during and outside the classroom.

METHODOLOGY

The main hypothesis is that there is a direct correlation between the
implementation of gamification in HEIs and the increase in student’s motivation to
participate and complete activities related to the subjects. As a sub-hypothesis,
the claim is that if gamification is introduced, teaching staff will be able to
effectively implement it. The motivation of the students will be analyzed through
secondary research, which covers the available data by analyzing the types of
motivation (internal and external) and the methods for increasing it, while the
primary research will be conducted through a questionnaire on higher education
institutions on the territory of the Republic of Macedonia. The questionnaire will
be composed of both open and closed questions, to better examine and
understand various aspects of gamification and motivational techniques, as well
as to give accurate predictions for implementation of gamified systems in HEls
(Higher Educational Institution).
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RESULTS

Results demonstrate that gamification offers great advantages for students and
staff by increasing the level of internal motivation and the degree of completion
of subjects. The research uncovers gamification mechanics and elements that
would work best for HEIs, as well as to outline the biggest motivational problems
students have. The disadvantages identified include difficulties in the
implementation process, as well as the prejudices from administrative staff.

IMPLICATIONS

The contribution of the paper is two-sided - recommendations for optimal ways of
implementing gamified systems in higher education are given, and it presents an
adapted model of gamification, suitable for the educational process. Gamification
in education implemented by redefining the four core elements, as well as
introducing cycles of interest (rewards for encouraging a certain type of behavior
of students) and cycles of progression (a stepwise increase in the weight of the
activities).

ORIGINALITY VALUE

Through the primary research conducted for this paper, the first public available
information on the introduction of gamification in higher education in Macedonia
is available. Gamification in education is relatively new, with only a few papers
addressing it in detail, especially in the Balkan region. With the popularity this
concept encompasses in the business sector, it is beneficial to research how it can
adapt to the educational process.

KEY WORDS

Gamification, higher education, internal motivation, external motivation,
motivators, barriers
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1.32. BUSINESS NETWORKS AND TECHNOLOGY TRANSFER - A
CASE STUDY OF TOYOTA MOTOR THAILAND

Isidora Beraha®
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The main objective of the paper is to analyze how business networks provide
mechanism for technology transfer to SMEs, and particularly what is the role of
large enterprises in that process. The paper aims to use the case study of Toyota
Motor Thailand. Also, this paper aims to provide theoretical background on
business networks, subcontracting and technology transfer.

METHODOLOGY

The methodology used in the research is the qualitative case study approach.
Toyota Motor Thailand (TMT) is selected as the case study because in automotive
industry, perhaps more than it is the case in some other industries, business
networks are a very common form of association of participants in various stages
of the value chain, thus promoting the establishment of subcontracting linkages
between large enterprises and SMEs. The case of TMT is an example of the
importance of business networks for establishing close linkages between large
enterprise and SMEs in order to achieve technology transfer from MNC to local
SMEs.

RESULTS

The most important finding of the case study refers to the importance of strong
commitment of a MNC to supply all parts and components locally, as well as to
the significance of measures aimed at enhancing SME production and
management capabilities, upgrading skills, exchanging information and adopting
technology and know-how. Furthermore, it is clear from the case study that
subcontracting through business networking is a successful mechanism of
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technology transfer and of management skills, competitiveness and production
efficiency enhancement for SMEs.

IMPLICATIONS

The findings of the case study suggest what steps and measures MNCs are to take
in order for business networks to be created in the automotive industry, as well as
how technology and know-how is successfully transferred to local SMEs. This can
serve as a solid basis for policy makers in developing countries in order for local
SMEs to take full advantage of FDIs. Also, it can serve as a valuable source of
information for automotive manufactures willing to create local supply chains.

ORIGINALITY VALUE

The paper extends and refines the existing theory by combining theoretical and
empirical evidence on business networks, subcontracting and technology transfer.

KEY WORDS

Business networks, technology transfer, small and medium sized enterprises, large
enterprises, Toyota Motor Thailand
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1.33. ASSESSING THE RESIDUAL VALUE OF ASSETS AS A PART
OF FINANCIAL ANALYSIS

Malisa Dukic*
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The objective of the paper is to assess the residual value of investment cost items
of an infrastructure project for the purpose of performing financial analysis.
Regardless of the sector of the investment project, it is often the case that the
reference period of the economic and financial analysis is different from the life
time of investment items. Therefore, it is necessary to estimate the useful value of
the assets whose life time is greater than the analysis period.

METHODOLOGY

There are various methods of assessing the residual value of investment project
fixed assets. Depending on the sources of financing, the methodologies differ and
may provide different results. When assessing the economic and financial
feasibility, the project proponent should take into account the methodology
adopted by the institutions that are likely to finance the project implementation.
For this purpose, the methodology that is adopted by the European Commission
would be used. The methodology is contained in the relevant EU regulations.
According to Article 18 (Residual value of the investment) of Commission
Delegated Regulation (EU) No. 480/2014, for project assets with economic
lifetimes in excess of reference period, their residual value shall be determined by
computing the net present value of cash flows in the remaining life years of the
operation.

RESULTS

The results of the assessment are used as an input for calculating economic and
financial performance indicators. In case of EU co-financing they affect the
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amount that is financed from EU budget as a financial assistance and therefore
are of significant importance for the financial sustainability.

IMPLICATIONS

The implications of assessing the residual value include the effects on the overall
economic and financial performance of the proposed investment project.
Depending on the project sector, the assessment could affect the financial plan,
i.e. sources of financing as well as the tariff/price policy of the services that would
be offered following the project implementation.

ORIGINALITY VALUE

In the international and Serbian literature there is a small number of published
papers dealing with this topic, objectives and result. The results of the paper could
be used by both scientists and professionals working in this field of economics and
finance.
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1.34. POST-MERGER PERFORMANCE IN FINANCIAL SERVICE
INDUSTRY: A CASE OF THE REPUBLIC OF SERBIA

Dejan Eri¢*
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The main objective of this paper is to analyze key financial performance in some
financial institutions after mergers and acquisitions (M&A) made by foreign
institutions in the Republic of Serbia. The analysis will cover the period after the
so-called democratic changes in 2000 when real transformation processes of
Serbian financial system have started. The main actors in these M&A activities
were banks and insurance companies. This is the reason why the focus of research
will be on post-merger performance of these two types of financial institutions.

METHODOLOGY

There are so many different approaches of how to analyze post-merger
performance. Literature offers variety of methodological tools. Problem of doing
research in a transitional country is the lack of data and reliable information. In
this paper public data obtained from official financial statements will be used. In
order to determine key performance after M&A of domestic financial institutions,
basic financial ratios will be calculated and they will be compared before and a
few years after mergers and acquisitions. The empirical study will cover period
between 2005 (when huge number of domestic banks started to be sold to
foreign investors) and 2017. Ratio analysis will cover few areas: liquidity,
profitability, solvency, leverage and stock markets indicators.

RESULTS

Many empirical studies have shown the problematic results of the undertaken
M&A activities. Similar findings were obtained by research in this paper. On the
one side, the arrival of foreign banks and insurance companies led to the
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consolidation of the Serbian financial services market. Numerous strategic
advantages have been achieved and lots of weaknesses have been eliminated.
Overall quality of financial services has been raised. However, in a number of
cases, problematic financial results have been identified, even failure.

IMPLICATIONS

One of the very common arguments used during the opening period of the
domestic financial system was that the arrival of foreign financial institutions
should have led to an increase in efficiency and effectiveness of business.
Unfortunately, the analysis of previously made decisions in Serbian financial
system is very scarce. Hence, this paper represents the first attempt to look at the
real effects of sales of domestic financial institutions to foreign investors.

ORIGINALITY VALUE

So far there has been no systematic research of post-merger performance of
financial institutions in the Serbian financial system. This is the first attempt to
begin research in this area. In this way, this paper might serve as the basis for
further research into the efficiency of the model of privatization of domestic
banks and insurance companies and their implications for the overall economic
activity are set.

KEY WORDS
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1.35. STRUCTURE OF CORPORATE BOARDS AND FINANCIAL
PERFORMANCE OF SELECTED COMPANIES IN SERBIA
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Institute of Economic Sciences, Belgrade, Serbia

Grozdana Marinkovié
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The aim of this paper is to analyze the structure of corporate boards in selected
joint-stock companies doing business in Serbia, with special focus on gender
structure of boards of directors and executive boards. The specific objective of the
paper refers to analysis of the relation between the corporate boards’ gender
characteristics and financial performance of selected enterprises. The research is
based on comparison of financial performance of joint-stock companies with one
or more women on corporate boards and performance of companies without
female board members.

METHODOLOGY

The research methodology includes qualitative and quantitative methods, with
regard to the aim and the subject of our analyses. This paper provides an
overview of existing studies on corporate boards structure, as well as on relation
between gender diversity of corporate boards on one hand and financial
performance of companies on the other hand. The content analysis is followed by
financial analysis. We analyze the percentage of women on the corporate boards
on a sample of 42 joint-stock companies from processing industry operating in
Serbia. The shares of analyzed companies are quoted on the Belgrade Stock
Exchange. Analyzing the relationship between the percentage of women on the
corporate board and the financial performance, we use return on sale and return
on assets, based on cash flow and accrual accounting approach. The accounting
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measures of financial performance are determined by financial statements
information disclosed by the Serbian Business Registers Agency. The quantitative
and qualitative analysis covers the period from 2010 to 2015. The comparison of
financial performance between two groups of joint-stock companies is observed
over a six-year period, but on annual and average level too.

RESULTS

About 59% of analyzed joint-stock companies in Serbia has a single-tier
management system, and 41% of companies are with a two-tier management
system. About 45% the companies with a single-tier management system do not
have any female member in directors’ boards, while 36% of the companies with a
two-tier management system has no women on their executive boards at all.
Among enterprises that have gender-diverse boards, women have 32% seats in
boards of directors and almost 30% executive boards’ seats. The financial
performance of selected joint-stock companies shows different relations between
classified enterprises depending on used indicators and observed year.

IMPLICATIONS

The authors in this paper contribute to both the corporate governance literature
and financial analysis literature. The paper should be of interest to readers in
academic areas and to readers in industry practice. The research results can be of
interest to a variety of enterprises stakeholders, including financial analysts, policy
makers, and researchers.

ORIGINALITY VALUE

Our research lies in analysis of the boards of directors’ and executive boards’
gender structure in enterprises doing business in Serbia. This research is relevant
because it examines weather gender diversity of corporate boards is associated
with financial performance. The special contribution lies in a fact that the analysis
is focused on selected joint-stock companies operating in proceeding industry in
Serbia.

KEY WORDS

Corporate boards, female boards members, financial performance, joint-stock
companies, Serbia
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1.36. EVALUATION OF THE PROBABILITY OF BANRKUPTCY OF
MEDIUM-SIZED ENTERPRISES IN THE REPUBLIC OF SERBIA

Sonja Puriéin®
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The main objective of the research is to evaluate the probability of bankruptcy of
medium-sized enterprises registered on the territory of the Republic of Serbia in
the following sectors: C —Manufacturing industry, G — Wholesale and retail trade
and repair of motor vehicles and motorcycles, F — Construction, and A —
Agriculture, forestry and fishing.

METHODOLOGY

The Altman’s Z-score model (Altman, E., |, 1968; Altman, E., I., 2000, pp. 25;
Puricin, S. and BodroZa, D., 2013) was used for the purpose of evaluating the
likelihood of bankruptcy. The research was conducted on the sample of 803
enterprises i.e. all medium-sized enterprises registered in the sectors C, G, F and
A. The selection of sectors was determined by the number of operating medium-
sized enterprises. Accounting for 37%, enterprises registered in the C sector
dominate in the structure of all medium-sized enterprises in the Republic of
Serbia. The second largest segment refers to G sector which accounts for 27%, the
third segment are enterprises registered in the F sector (8%), and finally
enterprises in the A sector account for 7% of all medium-sized enterprises
(Puricin, S., et al., 2018). The subject of the research are official financial
statements of medium-sized enterprises for the year of 2015, which are publically
available on the web site of the Serbian Business Registers Agency (SBRA)
(Neogradi, S., 2017; buricin, S., et al., 2018.). Since the results of the Altman’s Z-
score model testing indicated decreasing accuracy in evaluating bankruptcy risk
when extending the time period of analysis, only one year was taken into
consideration. The focus of the research is on medium-sized enterprises because
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of their significant contribution to growth and development of the national
economy.

RESULTS

The research results show that the majority of enterprises in the black zone of
bankruptcy are recorded in the A sector. 22% of enterprises in sector A operated
with high probability of bankruptcy, while in sectors F, C and G the number of
enterprises operating with high probability of bankruptcy referred to 15%, 11%
and 10% respectively. The largest number of enterprises in the grey zone of
bankruptcy, which is characterized by the 50% probability of bankruptcy, is
recorded in the F sector. 48% of all enterprises in F sector operated in the grey
zone, while in sectors A, C and G it accounted for 45%, 42% and 27% respectively.
The majority of enterprises with negligible probability of bankruptcy are recorded
in the G sector. 64% of all enterprises in G sector operated in the white zone,
while in sectors C, F and A it accounted for 47%, 36% and 33% respectively.

IMPLICATIONS

The research results have multiple applications. Apart from the fact that they
represent inputs for further scientific research, they can also be used in practice.
In practice, the results can be useful to macroeconomic policy makers in the
Republic of Serbia, as well as to managers of medium-sized enterprises. The
research results can also serve as a basis for public policy making in analyzed
sectors and for determining priorities in strategic documents of analyzed
enterprises.

ORIGINALITY VALUE

The implementation of Altman’s Z-score model when evaluating the probability of
bankruptcy provides the possibility to analyze the entire profile of an enterprise
based on five key indicators of business success. By avoiding separate
examination of every characteristic of an enterprise by calculating large number
of financial indicators, bankruptcy prediction is significantly simplified. The results
obtained by the implementation of the accredited method in selected sectors can
encourage new and enrich existing scientific researches in this field.
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1.37. THE DEVELOPMENT OF INSURANCE MARKET IN SERBIA

Mladenka Balaban®
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OBIJECTIVES

The scientific goal of this research is to achieve scientific knowledge about the
state of the insurance sector in Serbia, the countries from the Region and the
member states of the European Union in the conditions of the global economic
crisis, as well as prospects of their future development.

The research should contribute to: 1) a better understanding of the relationship
between macroeconomic and social indicators; 2) more precise consideration of
the role and significance of the insurance sector in the domestic financial market;
3) improvement of the activity and position of the insurance sector in the financial
market of Serbia.

METHODOLOGY

The work uses scientific methods of description and classification to describe the
insurance market and the way of its creation, determine the objectives and tasks
of functioning. An analogy is used to compare data on economic and demographic
trends, and the basic parameters of the functioning of insurance in certain groups
of countries (developed, transition and developing countries), or certain forms or
product of life insurance. Statistical methods were applied when analyzing
demographic and economic risks and basic parameters of development of
insurance.
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RESULTS

The insurance sector significantly influences the development of the country's
economy. There is a close and reciprocal relationship between the insurance
business on the one hand and the economic and social development of the
country on the other. The insurance sector significantly contributes to the
development of the financial market, and to capital markets in Serbia. The
domicile insurance market can be said to be developing, but it has huge potential
opportunities, primarily for the development of life insurance. By introducing new
life insurance products, we would encourage the development of this segment of
insurance, which traditionally has a small share in the insurance structure. The
existing financial system in Serbia can be characterized as a bank-centric one.

IMPLICATIONS

The research should contribute to:

e a better understanding of the relationship between macroeconomic and
social indicators on the one hand and the financial system and the
insurance sector on the other;

* more precise consideration of the role and significance of the insurance
sector in the domestic financial market in the context of future
development opportunities;

e improvement of the activity and position of the insurance sector in the
financial market of Serbia;

e identifying the need for introducing new life insurance products and
encouraging the development of this segment of insurance, which
traditionally has a small share in the insurance structure;

e defining the position of the domestic insurance market through
comparison with the countries in the region and developed European
countries.

ORIGINALITY VALUE

The ratio of the total premium per capita (gains ratio) increases year by year, and
the indicator of the life insurance premium also grows. The share of total
premium in GDP increased, while the penetration of insurance in the next three
years has remained unchanged. However, the current share of insurance
premiums in GDP is an indication of the potential of the domestic insurance
market, since the projections show that for the next two years the penetration
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indicator will not be reduced, which is encouraging and inspiring in a sense that
the domicile market will gradually come closer to the countries of the EU.

KEY WORDS
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1.38. STRESS MANAGEMENT AMONG EMPLOYEES IN
LOGISTICS SECTOR
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OBIJECTIVES

Stress causes absenteeism, fluctuation, communication issues, alienation,
disloyalty, etc. Managers and employees should know how to manage the stress
and to take actions to reduce the reasons of its occurrence. The aims of this paper
are the identification of the sources of stress, its consequences, preventive stress
management and ways of its administering at employees in the logistics sector.
The importance of the paper derives from the need to establish adequate tools
for the proper stress management.

METHODOLOGY

In order to satisfy the objectives of the paper, a survey based on a written
guestionnaire was conducted in order to collect relevant data. Thus, primary data
related to stress is obtained by the respondents.

Questionnaire examines a number of issues. First, issues related to the
demographic and educational characteristics of the employees were noted in
terms of gender, age, level of education and workplace. Further questions were
referred, by that processing of the answers will determine the sources of stress, to
what extent the stress is expressed, and how to manage it. For the purpose of this
research, a five-point Likert scale was used (from 1 — it’s never stressful, to 5 — it’s
always stressful).

! professor, corresponding author: kirilp@eccf.ukim.edu.mk
? professor

135



Part |

The survey was conducted in the period February-April 2018 among a randomly
chosen sample of 70 respondents (28 women and 42 men). The collected data
was then analyzed with the statistical software SPSS.

The survey was conducted in the period February-April 2018 among a randomly
chosen sample of 70 respondents (28 women and 42 men). The collected data
was then analyzed with the statistical software SPSS.

RESULTS

The basic constraint in presenting results lies in the scope of researched
phenomenon, i.e. in the sample size taken into account and the gender structure.
The survey found that women are more susceptible to stress. From the obtained
results, It can be concluded that the main cause of stress is the possibility of
promotion at work (4,72) and the family support for the professional
responsibilities (4,54). The most preferred strategies for stress reduction are
selection of priorities (78%) and participation in relaxation trainings (71%). The
general conclusion is that today different strategies for removing stress in relation
to the past are preferred.

IMPLICATIONS

Stress management has the potential for rapid sustainable economic
development. We find the paper significant for company managers in terms of
human resource management. Its further importance lies in its applicability in the
academic and professional literature, because of the fact that its topic has been
elaborated in a special environment and the obtained results and conclusions can
be duly used. We consider that this work can be used as a quality reading both by
managers and in the academic and professional practice.

ORIGINALITY VALUE

Stress in general, and particularly stress at work is a complex phenomenon which
has multiple reasons and consequences of the individual and organizational
behavior.

The subject of this paper is defining the stress, determining its elements and
features, the factors that cause it and the strategies for solving it.
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The scientific contribution of this paper is perceived in the need of emphasizing
the preventive stress management system, as well as the methods and manners
of how to deal with the stress and how to decrease it. This issue has not been
subject of research in the Republic of Macedonia yet, so this paper is a pioneer
paper in this field in our country.

KEY WORDS

Logistics sector, stress, stressors, stress management, career, privacy,
professionalism, balance
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1.39. ECONOMIC EFFECTS OF INVESTMENT IN HYDRO-ELECTRIC
POWER PLANTS IN THE REPUBLIC OF SERBIA AND BOSNIA AND
HERZEGOVINA
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OBIJECTIVES

Investment in the production of electricity is a chance for the development of the
Republic of Serbia and Bosnia and Herzegovina. The Republic of Serbia and Bosnia
and Herzegovina dispose of the unused hydropower potential for the construction
of new hydropower plants of optimal capacity. The primary objective of this
research is to show that it is economically justified to invest into hydroelectric
plants where electricity could be produced for export into the industrialized
European countries.

METHODOLOGY

In this research the following scientific research methods are used: observation in
order to establish the existing state and assess the development possibilities;
comparative method as a function of comparing the state of reference in the early
1970s with the current situation. In the research the mathematical modelling,
statistical analysis, and contemporary methods for investment decision making,
induction and deduction, and econometric measurement of the obtained results.

RESULTS

Conducted investigations point put that the utilization rate of hydro-energetic
potentials is approximately 30 % of the total available potential in both countries.
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In Republic of Serbia three river flows represent 80% of the total hydro-energetic
potential, while in Bosnia and Herzegovina this share is about 90%. Obtained
results indicate that the production of significant surpluses of electric energy for
export to the regional markets and European Union is possible. This production
would be profitable and price competitive.

IMPLICATIONS

Based on the long-term forecast, the paper shows that the investment in the
hydropower sector will have a positive impact on stimulating the development of
the industry based on new technological knowledge. Also, the development of the
industry for technological and control equipment for the hydroelectric plants will
result in the development of the SME, development of entrepreneurship,
introduction of innovations and employment of highly educated professionals.

ORIGINALITY VALUE

The original scientific and research value of the paper lies in the knowledge that it
is necessary to make a discrete developmental leap in the hydropower sector as a
generator of the integrated growth and development of the Republic of Serbia
and Bosnia and Herzegovina.

KEY WORDS

Investment, investment efficiency, hydroelectric power, systemic development,
industrialization, entrepreneurship, innovation, employment
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1.40. SECURING STATIONARY FUEL SUPPLY AND GAS
DIVERSIFICATION IN HUNGARY AND POLAND"

Csaba Weiner
Senior Research Fellow, Jdnos Bolyai Research Scholar, Institute of World Economics,
Centre for Economic and Regional Studies, Hungarian Academy of Sciences, Budapest,
Hungary

OBIJECTIVES

EU-member Central and East European (CEE) countries are highly dependent on
Russia for their energy supplies, and thus the alleged negative consequences of
such reliance are the focus of fears. Energy policy decisions have long-term
implications and entail enormous costs. Complex decisions need to be made,
while simultaneously it is not easy to evaluate these decisions and achievements.
In this paper, we concentrate on security of supply and gas diversification in two
selected CEE countries, Hungary and Poland.

METHODOLOGY

We take the dimensional approach to assessing the security of the supply of
stationary fuels, and we use our own scheme for gas diversification. Decisions on
security of supply and diversification are regarded as the consequences of choices
among different security of supply dimensions. These choices should be made on
the basis of such influencing factors as the following: the energy perspective; the
institutional context; the government’s approach towards dependence and its
perceptions and expectations of threat, as well as its relations with Russia. We
review energy strategies as well as statements made by governments, members
of the energy policy elites and other stakeholders on security of supply; analyse
stated aspirations and progress made towards enhancing security of supply and
gas diversification over the past ten years, and investigate the reasons behind the
results.

" This paper was supported by the Janos Bolyai Research Scholarship of the Hungarian
Academy of Sciences.
! PhD, e-mail: weiner.csaba@krtk.mta.hu
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RESULTS

While the three-dimensional definition, encompassing availability, affordability
and sustainability, is appropriate to address Hungarian supply security, it requires
some modifications in the case of Poland because this country’s approach to
energy policy is securitized. While Poland is particularly sensitive regarding coal
and gas, Hungary is centred on gas and nuclear energy. There is great uncertainty
about energy policies and security of supply in these two countries, mostly
because of the unclear future role of the particular fuels in the energy mixes.

IMPLICATIONS

Policymakers at different levels are advised to take into account that CEE
countries have different conditions, priorities, and their energy policies therefore
differ. There is no universally optimal choice or mix for enhancing security of
supply and diversification. There are only different sets of choices and a large
variation in the influencing factors that impact the prioritisation of different
security of supply dimensions, with uncertain and different rewards both in the
short and long term.

ORIGINALITY VALUE

In order to make a precise assessment, the paper gathers and defines different
energy policy-related concepts as they are more complex than conventionally
perceived. A scheme we have developed for understanding gas diversification
along with the simple dimensional approach of supply security allow cross-
country comparison through case studies. Currently, further CEE countries
(Lithuania and Bulgaria) are being evaluated using the same methodology. This
process makes it possible to arrive at some generalizations.

KEY WORDS
Poland, Hungary, security of supply, gas diversification, coal, gas, nuclear energy,
renewables
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2.1. DUAL EDUCATION IN THE EHEA COUNTRIES — EXPERIENCES
AND RESULTS

Mirko Savié*
University of Novi Sad, Novi Sad, Serbia

OBIJECTIVES

Introduction of dual education into higher education represents new trend in
recent years across countries of European Higher Education Area (EHEA). This
trend has provoked significant amount of misunderstandings in public and
especially in the academic community about new way of teaching and training.
Beside lack of information, one of the reasons is definitely a wide spectrum of
different approaches towards dual education in reality across Europe. It goes from
strictly controlled process based on the contracts between stakeholders to
completely free, flexible and non-regulated cooperation of companies, students
and universities.

METHODOLOGY

The goal of this paper is to present the examples of dual education across Europe,
especially in France, Austria and Poland, with realistic and evidence-based
approach, and to contribute to disclosure of myth on dual education. Through
implementation of panel analysis on Eurostat data, effects of dual education on
labor market indicators in the European countries were analyzed.

RESULTS

General conclusion is that dual education has some significant advantages in
certain fields in comparison with classic student internship and academic
education, but only under condition if it is understood in right way and developed
in the areas where it could have the expected effects.

1 . . .
PhD, e-mail: savicmirko@ef.uns.ac.rs
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IMPLICATIONS

Implications of introduction of dual education are difficult to predict precisely, but
it should not have significant effect on the entire higher education regarding the
number of enrolled students and new study programs. It must be focused on the
small number of students in order to be effective and in specific fields where the
growth of new skills and competences is fast and led by industry.

ORIGINALITY VALUE

The value of this paper lies in evidence based comparison of dual education across
EHEA countries and empirical analysis of dual education effects on labor market.
The added value refers to policy makers in the field of higher education, but also
towards all stakeholders on the labor market.

KEY WORDS

Dual education, higher education, EHEA, panel analysis, labor market
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2.2. DISCRETE ALGORITHMS FOR BLACK SCHOLES OPTION
PRICING ECONOMIC MODEL

Murat Sari'
Faculty of Arts and Science, Yildiz Technical University, Istanbul, Turkey

Aniela Bilicescu®
Faculty of Economics, Constantin Brdncusi University of Targu-Jiu, Romania.

OBIJECTIVES

This article aims at designing discrete algorithms based on high order finite
difference schemes in analyzing the Black-Scholes option pricing models
represented by a partial differential equation.

METHODOLOGY

To accomplish the objectives, the MacCormack method and a fourth order
difference scheme have been taken into consideration in a comparative way. The
model equation is given as follows
15
V, +50 SV +rSV,-rv =0

where r, o stand for the asset price volatility and risk-free interest rate,
respectively. For the model equation the initial condition and boundary conditions
are respectively

V(ST)=max(S-E,0) , S>0
V(O,t)=0and V(St)=S-Eel"™ as S, 0.

! Associate Professor, corresponding author: sarim@yildiz.edu.tr
? Associate Professor
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RESULTS

Various numerical tests are carried out using the proposed schemes, the
MacCormack scheme and a fourth order difference scheme (DS). The computed
results revealed that the current schemes are applicable, effective and easy to
use. For the computations through the considered schemes, MATLAB codes have
been produced. The validity of the discrete algorithms has been verified through
the produced results.

IMPLICATIONS

After the exploration of impact of the discrete methods for solving real life
problems such as economical problems, engineering problems, the corresponding
methods have been applied to a wide range of processes. A productive model for
the mechanisms in which various inputs take place has drawn considerable
attention because the responses to real-world problems cannot be identified by
just one input. In effectively solving the currently considered option pricing
economic model, we propose the two schemes. This work is expected to
provide a better understanding of behavioral impacts of the economic model
represented by a partial differential equation that built upon a model having two
input variables. This study could also help in targeting beginner groups in
economical society for economical modelling.

ORIGINALITY VALUE

The aforementioned two discrete methods have been proposed to analyze the
Black—Scholes option pricing models. To observe quantitative and qualitative
behavior of the model processes, the computed results have presented in the
following table and figures. The results for both schemes have been seen to be
very good agreement both quantitatively and qualitatively.

Discrete Experiment: As seen Table 1, the quantitative behavior of the model
equation for the difference scheme (DS) and the MacCormack scheme has been

presented in a comparative way for the selection of the parameters I =0.2,
0=0.25, S=50, E=20, T =1 and h=0.05. Here At and h indicate the

temporal and spatial increments in the discrete approaches.
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Table. Quantitative behavior of the model equation for the difference scheme
(DS) and MacCormack scheme

DS | MacCormack DS | MacCormack DS ‘ MacCormack

S At =0.025 At =0.02 At =0.01

5 | 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
10 | 0.0871 0.0969 0.0891 0.0969 0.0930 0.0969
20 | 4.6738 4.6615 4.6713 4.6615 4.6665 4.6616
30 | 14.0916 14.0806 14.0893 14.0806 14.0850 14.0806
35 | 19.0279 19.0180 19.0259 19.0180 19.0219 19.0180
40 | 23.9363 23.9289 23.9348 23.9288 23.9318 23.9289
45 | 28.8009 28.7969 28.8000 28.7969 28.7985 28.7969
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Figure. Qualitative behavior of the economic model by the difference scheme and
the MacCormack scheme, respectively
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KEY WORDS

Black-Scholes equation, economical modelling, applied economics, Finite
difference scheme, MacCormack method
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2.3. EVALUATING THE MEDIUM TERM EFFECTS OF AN
EDUCATIONAL PROGRAM

Marianna Battaglia®
University of Alicante, Alicante, Spain

Lara Lebedinski’
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

The paper discusses the challenges of evaluating educational policies in the
medium-term due to the difficulty of constructing a credible comparison group.
We examine the Roma Teaching Assistant (RTA) Program as a case study and
propose using the entropy balancing methodology for achieving a balanced
treatment and control group sample. The goal of the study is to apply this novel
approach and by doing so to estimate the causal effect of the RTA Program on
schooling outcomes of Roma pupils.

METHODOLOGY

The empirical strategy exploits the fact that some schools were admitted to the
program while others were not and thus the non-admitted schools provide the
control group. In order to alleviate the selection problem, we preprocess the data
with the entropy balancing method (Hainmueller, 2012).

We estimate the impact of the RTA Program using the following framework:
outcome;; = By + Pitreatedg + B,roma;s + fatreated * roma;s + y1Xis + €5
where outcome;; stands for the schooling outcome of pupil i in school s,

treated; is a dummy capturing whether the school was treated, roma; is a
dummy for the pupil i being of Roma ethnicity in school s, treated * roma; is a

'PhD
? PhD, corresponding author: lara.lebedinski@ien.bg.ac.rs
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dummy for pupil i for being Roma and being in a treated school s. The set of
exogenous individual characteristics is captured by X;;. The specification should
establish whether there are differential effects between treated and non-treated
Roma and thus the linear combination of ; + 3 is of our main interest.

RESULTS

Our main finding suggests that treated Roma pupils are more likely to finish
primary school and get better marks. The positive effect of the program cannot be
found for standardized test scores. We argue that the reason is sample selection:
only pupils who get all passing marks sit the standardized tests. In non-treated
schools a larger share of Roma pupils is not granted to sit the final examination
than in treated schools and such pupils are excluded from the estimations.
Conditional on test scores, we do not find that teachers grade Roma pupils
differently in treated than in control schools.

IMPLICATIONS

The study suggests that the RTA program has a statistically significant positive
effect on Roma children and thus suggests to continue the program. The study
also underscores the importance of medium term evaluations despite the
problems of designing a credible control group.

ORIGINALITY VALUE

The importance of medium term evaluations is highlighted by Currie and Thomas
(1995) who find that short term effects in the case of Head Start are quickly lost
for groups of disadvantaged pupils. Long-term evaluations suggest that
educational programs can have an effect on a large set of outcomes (Currie and
Thomas, 1995; Garces et al., 2002).

The contribution of this paper is to add evidence to rare literature on medium
term evaluations of educational programs.

KEY WORDS

Primary education, remedial education, Roma, ethnic minority, standardized test
scores
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2.4. PUBLIC DEBT GROWTH, THE GREAT RECESSION AND
FISCAL CONSOLIDATION-THE SERBIAN EPISODE

Vladimir Andrié¢*
Institute of Economic Sciences, Belgrade, Republic of Serbia

Jelena Minovié
Institute of Economic Sciences, Belgrade, Republic of Serbia

OBIJECTIVES

We investigate the dynamics of public debt growth in Serbia between 2004Q3-
2017Q4. Public debt-to-GDP ratio declined sharply before the crisis, but the
growth of public debt accelerated after the spillover of global financial crisis to
Serbia at the end of 2008. Faced with aforementioned public finance trends, the
Serbian government launched a 3 year fiscal consolidation programme in 2014Q4.
We search, hence, for structural breaks in the dynamics of public debt growth
between 2004Q3 and 2017Q4.

METHODOLOGY

We implement the ordinary least squares (OLS) change point regression
methodology outlined in Bai and Perron (1997, 1998, 2003) to detect and model
potential structural breaks in the dynamics of public debt growth in Serbia
between 2004Q3-2017Q4. In particular, we use the following 3-step algorithm to
estimate linear OLS models with multiple structural changes: first, we specify the
upper bound for the number of breaks M by varying the value of trimming
percentage €; second, we test the null hypothesis of no structural break against
the alternative of up to M potential breaks; third, we estimate several change
point regression models via OLS method.

! Research Assistant, corresponding author: vladimir.andric@ien.bg.ac.rs
? Research Fellow
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RESULTS

Our econometric estimates for the period 2004Q3-2017Q4 quantify the jump of
public debt growth in Serbia from the onset of the Great Recession. In particular,
the growth of public debt in Serbia trended around its mean value of -1.75% of
GDP before the global financial crisis. After the crisis hit the Serbian economy in
the second half of 2008, the growth of public debt has fluctuated around its mean
value of 1.12% of GDP.

IMPLICATIONS

The results capture the slowdown of public debt growth in Serbia before the
crisis, as well as its abrupt increase after the crisis. The findings do not change if
we take into account the fiscal consolidation package initiated in 2014Q4. Policy
makers managed to curb the growth of government debt in Serbia between
2014Q4-2017Q4, but the government must put further fiscal efforts to reduce its
overall indebtedness in accordance with the fiscal rules and Maastricht
convergence criteria.

ORIGINALITY VALUE

Our study adds two contributions: 1) this paper is one of the first to analyze the
growth of public debt in the case of a small open economy from Southeastern
Europe; 2) contrary to Krajewski et al. (2016), who consider a panel of 10
economies from Central Europe, we focus on a single country which enables us to
analyze fiscal developments in a greater detail, with a particular emphasis on the
Great Recession and the 3-year fiscal consolidation package launched in 2014Q4.

KEY WORDS

Public debt growth, Great Recession, fiscal consolidation, structural breaks, Serbia
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2.5. ASSESSMENT OF DIRECT AND CROSS PRICE ELASTICITY OF
CONSUMER DEMAND IN SERBIA

Hasan Hani¢'
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

The main goal of this paper is to evaluate direct and cross elasticity of demand for
individual groups of products which make the basic components of personal
consumption of households in Serbia. Methodologically, the aim of the paper is to
point out the possibility of using the results of consumer demand theory for the
empirical evaluation of price elasticity of demand and the importance of
combining data from different sources in the process of statistical evaluation of
parameters of the selected empirical specification of the demand model.

METHODOLOGY

In this research data were used regarding the structure of consumption of 6,457
households in Serbia in 2016, obtained by a questionnaire method conducted on a
two-stage stratified sample in accordance with Eurostat's international standards
and recommendations. Using the most appropriate forms of Engel's consumption
functions, the initial elasticity for 12 groups of personal consumption products
were assessed first; then, by combining the data of time series of market statistics
and the household consumption survey made by a questionnaire, direct price
elasticity of demand and the flexibility of money were estimated. In the end, using
the Ragnar Frisch’s calculation scheme, cross-price elasticity of demand was
estimated, i.e. consumption of all 12 groups of product which constitute personal
consumption of households: Food and non-alcoholic beverages, Alcoholic
beverages and tobacco, Clothing and footwear, Housing, water, electricity, gas
and other energy, House equipment and maintenance, Health, Transport,
Communications, Recreation and culture, Education, Restaurants and hotels, and
Other personal items and other services.
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RESULTS

The results of the conducted research were presented in the form of a 12-
dimensional vector of income elasticity and two matrices of price elasticity, of the
format 12x12, on whose main diagonals direct elasticity is presented, while cross-
elasticity is presented outside the main diagonal. The first matrix shows the
numerical values of the so-called Cournot elasticity, which express the total
impact of the price on demand, while the second matrix shows the elasticity by
Slucki, which are the measure of the "pure" impact of the price on demand for
certain groups of products and services.

IMPLICATIONS

The results of the theoretical model of consumer demand implicate certain
relationships between income and price elasticity which help to better estimate
the unknown cross-price elasticity of demand based on the income demand
elasticity for individual groups of products and services from which personal
households consumption consists. The results of the theoretical model implicate
certain relations between the flexibility of money, on the one hand, and budget
participation, income and direct price elasticity, on the other hand, which
facilitate the econometric procedure of evaluating the complete matrix of price
elasticity of demand.

ORIGINALITY VALUE

Having applied relevant theoretical findings, the original methodological
procedure has been developed for estimating cross-price elasticity of demand
based on known values of income and direct price elasticity of demand. The
described procedure was applied to data obtained from the Household Spending
Survey in Serbia, which was conducted in 2016, and data from time series of
market statistics, from 2001 to 2016, and thus original estimates have been
obtained of consumption elasticity for the 12 listed groups of products and
services to which total personal consumption of households in Serbia is
distributed.

KEY WORDS

Personal consumption, consumer demand, income demand elasticity, direct price
elasticity of demand, cross price elasticity of demand, flexibility of money
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2.6. THE ROLE OF CREDIT DEFAULT SWAPS IN THE
TRANSMISSION OF FINANCIAL CRISES: THE TUNISIAN CONTEXT

Abaoub Ouertani Nadia®
Higher School of Trade, Tunisia, Tunisia

Ghabara Hela?

Finance at higher school of trade, Tunisia, Tunisia

OBIJECTIVES

“The financial system” has been affected by “brutal crashes” and “financial
crises”, the results of which were catastrophic, such as “the subprime” crisis
which has caused major losses, even the bankruptcy of “several financial
institutions”, and the financial hardship “the stock market sector”, which can be
considered as an early stage of a “systemic crisis”.

Faced with such a phenomenon, theorists have agreed on the need to resume the
debate on “the transmission of volatility” between “financial markets”.

The objective of this work is to study the “transmission of volatility shocks”
between stock markets, and to identify the main transmission channels of
“volatility shocks”, based on econometric models.

The objectives of our work are at three levels:
¢ Focus on the “theoretical underpinnings of stock market” volatility shocks.
¢ Econometric synthesis of “the transmission processes of volatility”
e Present the main channels of transmission of volatility shocks: “Credit
Default Swaps “

In this framework of analysis, it is particularly a question of the causes of “the
transmission of financial crises” and in what context the “Credit Default Swaps”
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market have contributed to “the transmission of volatilities” between “the stock
markets”.

METHODOLOGY

To address this issue, we will test the role of “Credit Default Swaps” in the
"volatility transmission" of international stock markets to “the Tunisian stock
market”, using a multivariate asymmetric model of “conditional volatility”.

The “MGARCH-BEKK” model, which is estimated with a VAR model, is considered
as the “standard methodology”for detecting the effects of volatility on “the
financial markets”.

RESULTS

CDS have been viewed as "financial protection contracts" for investors.
Nevertheless, according to Laura Cardona, Marcela Gutiérrez, and Diego A.
Agudelo (2016) "market players have debated the role of “Credit Default Swaps”
(CDS) in the financial crisis".

According to the results obtained, the market for (CDS) has grown much faster,
this growth has affected the “stability of the financial system”.

After the political crisis in Tunisia, the cost of hedging against the risk of default on
sovereign debt has risen sharply. “Credit Default Swap” (CDS) increased by “25
basis points” to “190 basis points”.

IMPLICATIONS

This document provides an answer as to the identification of the factors that
played a role in the transmission of crisis. It also shows that certain relationships
between financial assets varied greatly during the crisis. It is therefore essential to
better understand correlation dynamics in order to minimize, in times of crisis,
their “destabilizing” effects on “the financial markets”.

ORIGINALITY VALUE

The “problematic of this research” is interesting and topical, as long as it is related
to the latest events observed on “international capital markets”
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The empirical work on the interactions of “the financial markets”, and concerning
“the phenomenon of the contagion” of “the financial crisis” are much richer on
the explanation of their co-movements and “the transmission of information”
than on “the transmission of their volatility”, and “the correlation”, “dependence”
and “interdependence” of “financial market volatility”.

Thus, they focus on different global indices; it would be interesting to focus this
research on “the Tunisian stock market index”, since few studies include Tunisian
data in their sample.

KEYWORDS:

Transmission of volatility, MGARCH, decoupling hypothesis, Tunisian Stock
Markets, financial integration, Credit Default Swaps
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2.7. BOOTSTRAP PANEL CAUSALITY ANALYSIS OF
RELATIONSHIPS BETWEEN CURRENT ACCOUNT DEFICITS AND
ECONOMIC GROWTH IN SOUTHEASTERN EUROPEAN
COUNTRIES

Hatice Altinok®
Anadolu University, FEAS, Department of Economics, Eskisehir, Turkey

Mustafa Ozer?
Anadolu University, FEAS, Department of Economics, Eskisehir, Turkey

OBIJECTIVES

In this study, we test the existence of Granger causality between current account
deficits and economic growth in Southeastern European countries (Albania,
Bosnia Herzegovina, Bulgaria, Croatia, Greece, Macedonia, Montenegro, Romania,
Serbia, Slovenia, and Turkey) by using annual panel time series data over the
period of 2001-2016.

METHODOLOGY

To investigate the Relationships between Current Account Deficits and Economic
Growth in Southeastern European Countries, we first test the presence of Cross
sectional dependence tests and slope homogeneity by using cross sectional
dependence and slope homogeneity tests. Finally, based on the results of these
tests, we carry out Kénya Bootstrap Granger Panel causality test.

RESULTS

The results of the study provide mix evidences of direction and the signs of
causality in countries included in sample. For most of the countries, real GDP
growth Granger causes to current account deficits. There are evidences of
bidirectional causality. There is no evidence of causality between two variables for
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Bulgaria, Serbia and Slovenia. Also the results of the study indicate that sign of the
relationship differs by countries.

IMPLICATIONS

Implications of the results will differ across the countries. But, since for the most
countries in the panel, rising economic growth causes to increase in current
account deficits, sooner the later, this will impose a constraint in their sustained
growth efforts.

ORIGINALITY VALUE

To the best of our knowledge, this is the first attempt testing these relations by
using this method for these countries.

KEY WORDS

Cross sectional dependence, slope homogeneity, Current account deficits,
economic growth, Bootstrap panel causality.
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2.8. VALUE BASED RISK MANAGEMENT-THE CASE OF AN
INSURANCE COMPANY

Blagoje Paunovi¢’
Faculty of Economics, Belgrade, Serbia

Jelena Ko&ovié?
Faculty of Economics, Belgrade, Serbia

OBIJECTIVES

The aim of this paper is measuring the impact of risk on the value of an insurance
company. Existing studies that are devoted to analysis of the impact of Enterprise
Risk Management (ERM) on the value of an entity did not unequivocally confirm
whether ERM contributes to the value creation. This is because traditional risk
management approach cannot reliably determine the impact of risk on the value
of an entity. In order to eliminate this drawback, we created a deterministic
model that enables the measurement of the impact of risk on the value of an
insurance company.

METHODOLOGY

A model of the impact of risk on the value of an insurance company is based on
Value-Based Enterprise Risk Management (VBERM) concept, which was derived
by integrating ERM concept and Value-Based Management (VBM) concept. ERM
enables identification and measuring primary risks, while VBM enables
identification of value drivers of an entity and by bringing them together into
VBERM, it is possible to measure the impact of risk on value drivers and, in that
way, on the value of an insurance company. This analysis has three phases:
estimating the value of an insurance company, measuring individual risk exposure
and measuring overall risk exposure. For identification of key risks, Failure Mode
and Effect Analysis is used because it enables risks to be ranked according to
estimated probability of occurrence and potential impact on insurance company’s
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performance. For measuring the impact of risk on the value of an insurance
company, deterministic models as well as the tools of stochastic scenario analysis
(Monte Carlo simulation) are used.

RESULTS

Deterministic model is created so that key risks are identified in accordance with
regulatory regime Solvency Il, and then their impact on relevant elements of
income statement, balance sheet and risk capital is estimated since those
elements, as value drivers, influence the value of an insurance company. In
further analysis, stochastic model based on a large number of simulations is used,
so that some of the possible scenarios for each of the selected relevant risks and
their mutual impacts are selected randomly. In that way, the distribution of
possible impacts of those risks on the value of an insurance company is obtained.
Total risk exposure for an insurance company is shown with probability
distributions of individual parameters which determine it.

IMPLICATIONS

Running this model using some of the tools for scenario analysis, such as Monte
Carlo simulation, and using computer programs such as Crystal Ball, it is possible
to calculate the impact of risk on value drivers and overall value of an insurance
company. Since the change in value of an entity is the most robust measure of
management performance overall, including risk management, practical
implications of this approach are that it enables measuring the impact of all ERM
activities on the value, which is of key importance for determining the usefulness
of this approach.

ORIGINALITY VALUE

Majority of risk management approaches start with individual risks and their
impact on profit. The originality of the VBERM is that, by connecting ERM and
VBM, it links risk and return, which enables understanding the impact of risk,
adjusted by mutual correlation, on the overall entity. It also encourages
measuring risk by using long term value based risk metrics.

KEY WORDS

Enterprise Risk Management, Value-Based Management, Value-Based Enterprise
Risk Management, Firm Value, insurance companies
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2.9. DIGITAL SKILLS IN SERBIA - DO WE HAVE PROGRESS?

Aleksandra Bradi¢-Martinovié*
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

In the preceding ten years, policymakers in Serbia have made some efforts to
increase the ability of the population to use digital technology. The analysis of the
results of their activities is not sufficiently transparent, and it is difficult to
conclude whether the actions carried out have improved and to what extent. This
paper aims to examine the level of digital skills in Serbia in the period 2006-2016.

METHODOLOGY

In this paper, we use two level methodology. The first methodology is proposed
by Eurostat for the statistics on the Information Society. In the year 2002
European Commission started to implement annual Information Society Survey —
“ICT Usage in households and by individuals”. The second level is the calculation
of comprehensive indicator. To enable easier monitoring this phenomenon and
comparison of data between countries, Eurostat created a Digital Skills Indicator
(DSI). The DSI consists of four dimensions, Information skills, Communication
skills, Problem-solving skills and Software skills for content manipulation.
Dimensions of DSI indicator are covered by several questions in the survey
mentioned above and valued by scheme “Methodological introduction”. Finally,
the results of individual indicators combine into Digital Skills indicator. Our
analysis is based on data for Serbia collected by National Statistical Office in the
period 2006-2016.

RESULTS

The analysis shows that the DS indicator had been increasing over the period. In
the first half (2006-2010) the increase was moderate, while in the second period
(2011-2016) digital skills rapidly improved. The main limitation of the data is lack
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of objectivity (e.g. test results) and reliance only on self-perceived skills of
respondents.

IMPLICATIONS

The results show that Serbia is progressing in the digitization process, at least in
the field of digital skills development. The primary legal document National
Strategy of Information Society Development should be supported by appropriate
regulations and policies that would target identified problems in the area of
digital literacy. This paper can be used in the process evidence-based policy as an
underlying document.

ORIGINALITY VALUE

Scientists in Serbia have begun to deal more with the phenomena of digital
literacy in the last decade, but the studies are rare and non-systematic. One of the
most valuable empirical Serbian society survey is Digital literacy of employers and
students in Serbia, provided by Laki¢ et al. (2012) which covered 733 employers
and 344 students. This research is a step further because it is based on Eurostat
methodology, and its results are comparable with other EU countries.

KEY WORDS
Digital skills, Digital Skill Indicator, Eurostat, Serbia, ICT Usage
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2.10. IMPACT OF THE FINANCIAL SECTOR ON ECONOMIC
GROWTH IN EMERGING COUNTRIES

Hasan Hani¢
Belgrade Banking Academy, Belgrade, Serbia

Milica Bugaréié?
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

Many previous conducted studies have shown that financial sector has impact on
the economic growth and development in individual countries. Aim of our paper is
to determine whether this impact exists in a group of 23 emerging countries
according to the classification of the International Monetary Fund, and if influence
exist, is it positive or negative, and potentially what is the level of the impact.

METHODOLOGY

In research we used a dynamic regression panel model to measure the impact of
the financial sector on the economic growth of emerging countries. The Panel
includes the values of the variables for the period from 1993 to 2016 for 23
emerging countries according to the classification of the International Monetary
Fund. Dependent variable in our model is economic growth measured by GDP per
capita growth rate, which is also dependent variable, while for the explanatory
variables we used: lag of GDP per capita growth rate, market capitalization (as %
of GDP), lag of market capitalization (as % of GDP), domestic credit provided by
financial sector (as % of GDP) and interest rate spread, calculated as margin
between the cost of mobilizing liabilities and the earnings on assets (%). All
variables in the model are logarithmic. We used the GMM (Generalized method of
moments) estimator because this system includes sufficient orthogonality
conditions that are imposed to ensure consistent estimates of parameters even
with endogeneity and not observed individual country effects.
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RESULTS

Explanatory variables in our model explain 27% of variability of the dependent
variable GDP per capita growth rate, but not all variables are statistically
significant. From the obtained results, we can conclude that the increase of
market capitalization positively affects GDP per capita growth rate, the increase of
domestic loans secured by the financial sector has negative influence on the
observed variable, while the interest rates spread has no impact in emerging
countries, as the variable is not statistically significant.

IMPLICATIONS

Developed countries have a high degree of market capitalization, transparent
markets and good legal regulation. The authors believe that the growth of stock
market capitalization with high transparency and well-established legal regulation
can significantly contribute to the economic growth and development of the
country, and indirectly increase welfare, primarily in countries that are
experiencing rapid growth in market capitalization, such as China and India and
also in other emerging countries whose markets are slowly developing.
Considering importance of the topic, results of this research could be helpful for
policy makers.

ORIGINALITY VALUE

The empirical evidence presented in this study shows that the financial sector is
relevant and has important effects on economic growth and development. As long
as there is statistically significant influence of independent variables in our model
on dependent, the scientific contribution of the paper is to point out the
importance of the market capitalization and domestic credit provided by financial
sector and to show that it can affect sustainable economic growth.

KEY WORDS

Financial sector, economic growth, GDP per capita growth rate, market
capitalization, emerging countries
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2.11. EVALUATION OF YOUTH POLICY IN SERBIA OVER THE
PERIOD 2015-2017 — RESULTS, CHALLENGES AND
PERSPECTIVES

Mihajlo Duki¢
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Dusko Bodroza®
Institute of Economic Sciences, Belgrade, Republic of Serbia

OBIJECTIVES

The main aim of the paper was to assess the results of the youth policy in the
Republic of Serbia led over the period 2015-17 and to define relevant policy inputs
for preparation of the future strategic documents. The main focus of the paper
was economic part of the youth policy, particularly components such as
employment, entrepreneurship, inactivity, etc. that have been proclaimed by the
policy makers as the most important policy issues that need to be tackled.

METHODOLOGY

Authors analysed current strategic framework for conducting youth policy and
reconsidered policy measures applied by the Ministry of Youth and Sports over
the last three years. There have been applied desk research methods in order to
assess fulfillment of each of the nine strategic objectives of the Strategy for Youth.
Desk research included assessment of the progress in achieving specific objectives
and indicators by comparing initial and final values of the selected indicators of
success as well as the evaluation of the processes and relationships with the most
important stakeholders. Data have been obtained from the official sources,
Statistical Office of the Republic of Serbia and databases of the Ministry of Youth
and Sports. Authors aimed at assessing fulfillment of the most important
evaluation components — Relevance, Effectiveness, Efficiency, Impact and
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Sustainability. Results of the paper could be used by the Ministry of Youth and
Sports for the improvement of the national youth policy management.

RESULTS

Assessment of the youth policy led over the period 2015-17 has shown that policy
makers had clear vision on the priorities set by the Strategy. Obtained results
indicate that the most of the envisaged activities have been completed as defined
per Action Plan. Activities performed within Objective 1 — Improvement of
employability and employment and Objective 2 — Improvement of acquiring skills
and competences have been realized at the level of 52% and 54% respectively.
The worst results have been recorded in realisation of the activities within
component related to inclusion of the youth from potentially marginalized groups
amounting to 34%. It could be noticed that the policy makers are facing problems
of monitoring success and coordination of the activities with other stakeholders. It
has been achieved solid progress, mainly in Strategic Objectives 1 and 2 - Youth
employment and entrepreneurship and Education, pedagogical work with and
training of youth.

IMPLICATIONS

Results of the analysis could be useful input for the policy makers in formulating
adjustments of the current youth policy and, to the certain extent, reconsidering
current policy approach. Further research, particularly field research — focus
groups and in-depth interviews are required in order to obtain more detailed
findings on specific components of the youth policy in Serbia.

ORIGINALITY VALUE

Evaluation of strategic documents has still not been implemented as a regular
practice of the policy makers in Serbia. Originality of the paper resides in the fact
that unlike the other youth policy research that have been performed so far, it
took into account specific data on the realized projects and actual activities
performed by the policy makers. This paper contributes to a better understanding
of the policy environment in which youth policy has been performed stressing the
importance of maintaining good coordination with different stakeholders,
focusing on measurable results and better usage of the resources such as local
youth administration human capacities.
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2.12. BUSINESS SECTOR INNOVATION AND ECONOMIC
GROWTH: A COMPARATIVE ANALYSIS BETWEEN EU
COUNTRIES

Claudia Caseiro®
Faculty of Economics, University of Coimbra, Coimbra, Portugal

Marta Sim&es”
CeBER and Faculty of Economics, University of Coimbra, Coimbra, Portugal

OBIJECTIVES

There seems to be a consensus in the literature that innovation drives output
growth. This paper examines the relationship between business innovation and
per capita output growth in the 28 EU member states considering different
aspects of innovation (technological and non-technological) and grouping
countries according to their business innovation activity, in particular in terms of
inputs and outputs.

METHODOLOGY

We first differentiate the EU28 according to each country’s performance in terms
of inputs and outputs of business innovation activity relative to the average of the
EU28. Next we estimate a growth regression in a panel data context with the
average growth rate of real GDP per capita as the dependent variable and
considering different innovation indicators as our main explanatory variables. We
try to identify different impacts across two sub-samples defined as under or over-
achievers in terms of inputs and outputs of business innovation activity relative to
the EU28. Group 1 (EU12) is characterized by higher than average business
innovation performance and group 2 (EU16) by lower than average business
innovation performance. The reference period is either 1990-2015 or 2008-2015
depending on data availability for innovation indicators from the European
Innovation Scoreboard.
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RESULTS

The results indicate that the role of business innovation in growth varies
according to the sample of countries, the period under analysis and the proxies
used to measure business innovation. For group 1, the results reveal that most of
the business innovation indicators that are relevant for explaining economic
growth have a positive impact. For the period 1990-2015, only the results with
brand registrations are significant, and only if Luxembourg is included in the
sample; for the period 2008-15, R&D expenditures and employee training have a
positive and significant growth impact. Group 2 presents mainly business
innovation indicators that have negative impacts on growth. For the period 1990-
2015, total R&D personnel and R&D researchers have negative growth impacts;
patent applications have a positive effect on growth and also registrations of
trademark applications, but when Cyprus and Malta are included this impact
becomes negative; for the period 2008-15, R&D expenditures have a positive and
relevant growth impact, while trademark application registrations,
product/process and marketing/organizational innovations, and SMEs that
innovate internally, present a negative and statistically significant estimated
coefficient.

IMPLICATIONS

Policies to promote business innovation should be different in each group.
Although attention should be given to R&D support policies in both groups, for
group 1 incentives to invest in machinery and equipment for innovation activities
are key in fostering economic growth. For group 2, policies should ensure an
efficient allocation of resources, preventing human capital from fleeing to R&D
activities and abandoning other key areas of the economy, and should also invest
more in infrastructures to support science and technology.

ORIGINALITY VALUE

This study contributes to the existing literature by identifying different growth
effects of innovation activities associated with the use of different proxies for
innovation and sub-samples of countries defined according to selected
characteristics of the respective business innovation performance. The findings of
the study may help policy makers designing more adequate support for
innovation activities carried out by the business sector.
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2.13. THE RELATIONSHIP BETWEEN CO2 EMISSIONS AND REAL
GDP IN SEE COUNTRIES

Petar Miti¢*
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OBIJECTIVES

In recent years the relationship between increasingly pronounced environmental
degradation and economic growth has been in the focus of scientific and
professional discussion and analysis, both theoretically and empirically. The main
objective of this paper is to examine whether long-run and short-run relationships
exist between CO, emissions and real gross domestic product (GDP) for SEE
countries in the period of 1992-2016.

METHODOLOGY

In this paper authors used Granger's causality analysis based on vector error
correction model (VECM) to investigate the interdependence between CO,
emissions and real gross domestic product for SEE countries. For a short-run
analysis a Wald F-test has been used. In order to do this analysis, it is necessary to
firstly test the presence of unit roots in the panel data using the LLC test, the IPS
test, the Fisher-ADF test and the Fisher-PP test. After this analysis, Johansen-
Fisher and Pedroni testing for investigating the presence of cointegration have
been used.

RESULTS

The results of the research show that there is a long-run causality running from
GDP to CO, emissions. In other words, the speed of adjustment is 2,4421%
annually, meaning the whole system is going back to long run equilibrium at the
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speed of 2,4421% annually. On the other hand, there is no long-run causality
running from CO, emissions to GDP. Additionally, there is a short run bidirectional
causality between GDP and CO, emissions.

IMPLICATIONS

SEE countries have to follow and act in accordance with the measures and
recommendations of global policies aimed to decrease CO, emissions. Continuous
work has to be carried out on the introduction of new mechanisms, instruments
and actions such as environmental taxes, emission-trading schemes, and carbon
capture and storage. Furthermore, it is of the upmost importance to underline
that these results do not explain the underlying factors of the observed
relationship presented in this paper. Future research should introduce new
variables and different methodologies to investigate this phenomenon.

ORIGINALITY VALUE

The originality of this research is based on the selection of countries. To the best
of our knowledge, no other similar research used SEE countries to investigate this
phenomenon. Furthermore, a complex econometric analysis of panel data was
used, which ensures the elimination of problems in previous research. The
advantages of this research are: control of individual heterogeneity, less co-
linearity among indicators, more degrees of freedom, better dynamic data
performance, reduction of problems arising from substandard distributions, etc.

KEY WORDS

CO, emissions, gross domestic product, VECM, Granger causality
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2.14. THE ROLE OF SOCIO-PSYCHOLOGICAL VARIABLES IN
MIGRANTS’ LABOUR MARKET INTEGRATION: A QUANTITATIVE
APPROACH"
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OBIJECTIVES

The specific aim of the research is to develop a quantitative analysis on migrants’
integration into several EU countries that are mostly targeted by immigrants
(namely EU-10: Belgium, Denmark, Finland, France, United Kingdom, Germany,
Austria, Sweden, Italy and Spain).

METHODOLOGY

We've focused on various macroeconometric models with a distinctive dependent
variable (mainly employment and unemployment rate of the foreign population)
and a combination of explanatory variables, processed through numerous
econometric procedures: robust regression, PCSE, spatial lag and error models
(simple and bootstrap based on inverse distance weights matrix row-
standardized). Spatial analysis was mainly used because our focus was to analyze
the performances achieved by neighboring locations (spatial spillovers) in
influencing the overall migrant integration outcomes of EU-10.

In this respect, we’ve compiled a balanced panel (2000-2019 sample and 2016
cross-section) and considered the total immigration flows, as well as the

*This research was conducted within the framework of STSM — Short-Term Scientific
Mission, COST Action CA16111 "International Ethnic and Immigrant Minorities’ Survey
Data Network" (ETHMIGSURVEYDATA)
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immigrants coming from Serbia and Romania into EU-10, along with a complex set
of indicators (47) that we’ve further used in the empirical analysis. The data was
afterwards extrapolated until 2019 to better capture the Brexit impact upon labor
mobility within the European Union and we’ve further applied the standardization
procedure, to cover for data benchmarking between countries.

RESULTS

The results obtained reveal that significant positive consequences reflected
through a decrease in the unemployment rate of the foreign population are
generated by the active labor market policies, along with an improvement in the
educational background towards secondary education, along with GDP per capita
increases.

IMPLICATIONS

When we’ve introduced the socio-psychological variables, we’ve noticed that
positive credentials on migrants’ integration are reflected through an increased
participation in society and community, while life satisfaction and living standards
satisfaction also positively reverberate on migrant integration into host
economies. However, negative effects are induced by social exclusion (I feel left
out of society) and reduced job security/ increased fear, possibility to lose the job
in the next 6 months. When we’ve considered separately the EU-10 immigrants
coming from Romania and Serbia, we’ve noticed that the Romanian migrants are
mainly attracted by political stability in terms of the migration policies enforced
by the destination countries that are continuously open to receive immigrants and
increased job security, while Serbian migrants are rather attracted by the social
environment at destination, namely host population’s attitude towards religion,
volunteering and educational activities, as well as accurate ALMPs oriented
towards lifelong learning and job creation. In terms of labor market integration,
both Serbian and Romanian migrants contribute to a significant reduction in the
unemployment rate of the foreign population, thus reflecting that they tend to
positively integrate into the host economies/ labor markets.

ORIGINALITY VALUE

The novelty of the research is given by our extremely complex quantitative
approach that captures into a new research framework both the economic and
humanitarian dimensions of international migration and thus the analysis is
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conducted to identify feasible ways, best practices and effective measures of
ensuring a proper integration of these two migrant categories within EU-10, from
a double perspective: economics and socio-psychology. We particularly focus on
the benefit spillovers for Serbia and Romania in their migration challenges, aiming
to extrapolate factors which can foster or complicate similar process in the future
in the countries that still have not started to integrate a larger number of
migrants, but that are currently confronting with large emigration flows into EU-
10.
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2.15. THE COMPETITIVENESS OF INSURANCE MARKET IN
SERBIA

Tijana Kali¢anin®
Belgrade Banking Academy, Belgrade, Serbia

Edin Hanié?
National Bank of Serbia, Belgrade, Serbia

OBIJECTIVES

The aim of this paper is to determine the level of competitiveness of supply in the
Serbian insurance sector in order to examine and analyze the current situation
and changes in the competitive conditions in the insurance and whole financial
market. This analysis is the basis for taking measures that are necessary for the
creation and preservation of healthy competition in this market. First, it is
necessary to see which part of the financial sector belongs to insurance sector.

METHODOLOGY

In this paper authors analyzed the changes of the number of the domestic and
foreign insurance companies in the period 2007-2017. For the same period,
concentration ratios were used for the leading company, first three and first five
leading companies. These ratios were calculated by total premiums, non-life
premiums, life premiums and by total balance sheets. The Herfindahl Hirschman
index, calculated by summing up the squares of the respective market shares, in
this case balance sheet totals of all insurance companies was also used.

RESULTS

Market insurance sector in Serbia is characterized by medium supply
concentration. Dynamic analysis indicates a significant change in the intensity of
competition during the period. Research has shown that the market has currently
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a group of few insurance companies that are leaders in the market and have
significant share in total market. Market share of foreign-owned institutions in the
analyzed period increased.

IMPLICATIONS

There is a group of insurance companies that are leaders in the market. In this
context, it is unreal to expect significant changes in leadership positions in this
market in the near future. The degree of concentration in the market is the result
of entry and exit of companies and consolidation and merging or transformation
of ownership. The question is, how these companies with majority foreign
ownership will be able to maintain its market positions.

ORIGINALITY VALUE

The results of the analysis can be used to understand the position of users of
insurance companies’ services. Indicators of market concentration only reveal the
potential of companies to use market power in order to increase prices and
quality of provided services, but not the real power of market. Although very
important, the concentration measured by these indicators represents only one
characteristic of the market of the financial sector.
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2.16. LEGISLATIVE REGULATIONS AND FINANCIAL FACTORS AS
SIGNIFICANT FACTOR IN SCIENTIFIC PRODUCTION IN SERBIA

Jelena Jesié
Faculty of business economy, Educons University, Sremska Kamenica, Serbia

Andrea Andrejevié¢ Pani¢®
Faculty of business economy, Educons University, Sremska Kamenica, Serbia

OBIJECTIVES

The main objective of this research is to show if legislative regulations and
financial factors regulated by state institutions are a significant factor in selected
indicators of scientific production. A special review will be dedicated to the
number of completed research projects, number of published research papers,
number of patents examined, number of registered patents, and number of
inventions and patents sold.

METHODOLOGY

Research methodology used in this paper for testing the statistical significance for
scientific production in the time before and after new legislations applied is the t
test for independent samples. The selected indicators of scientific production in
Serbia were observed in two time periods: 2006 - 2010 and 2010-2016. These two
periods were selected because in 2010 amendments were made to the Law of
Innovation Activity (2005, 2010 and 2013), Law of scientific and research
development (2005, 2006 and 2010), Law of regional development (2009 and
2010) In this way, we wanted to examine whether the new legislation influenced
the R&D community and the R&D production.
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RESULTS

After the conducted analysis, it can be seen that there is a statistically significant
increase in the number of completed research projects, the number of published
research papers, as well as the number of inventions and patents sold, respected
to two time periods: 2006 - 2010., and 2010-2016. All values of arithmetic
meanings have higher values for the period 2010-2016. Results show that
legislative regulations by state institutions are a significant factor in the scientific
production for two observed periods.

IMPLICATIONS

The relevance of resuming this research is in underlining the effects of adopting
the legislations that are directly connected to scientific and research development
in Serbia. New legislative by government positively influenced increasing the
number of completed research projects, the number of published works, the
number of inventions and patents sold. Entering the sphere of investigating
governance of R&D policy, we could encourage additional investment in scientific
research.

ORIGINALITY VALUE

The paper represents original research with discussion bases for scientific
community in order to underline the influence of R&D policy and law adoption on
scientific production. Also, it highlights the significant impact of government
legislative framework and scientific environment on the scientific activities and
outcomes, as well as identifying the inevitable problems that occur during the
formation of these interactive relations.

KEY WORDS

Scientific production, R&D policy, high education, R&D indicators, Serbia,
innovation, research development.
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2.17. DO BUSINESS REGULATIONS PROMOTE GROWTH IN
LOW-INCOME COUNTRIES?

Bogdan Dima’
Faculty of Economics and Business Administration, West University of Timisoara,
Timisoara, Romania

Stefana Maria Dima>
East European Center for Research in Economics and Business (ECREB), Faculty of
Economics and Business Administration, West University of Timisoara, Romania

OBIJECTIVES

The present article addresses the complex web of interactions between the
architecture and quality of the business regulatory setting and economic growth.
Thus, we aim to advance a two-fold contribution to the literature: we account for
the uncertainty related to possible alternative explanations for growth processes
and we assess the impact of business environment on growth.

METHODOLOGY

First, we methodologically account for the uncertainty related to possible
alternative explanations for growth processes by involving a ‘Bayesian Model
Averaging’. Second, we assess the impact of business environment on economic
growth. Even if a large body of literature employs World Bank’s Doing Business
index, we see this measure as not immune to various criticisms. Hence, we involve
other indicators for the quality of policies, namely the descriptors reflected by
Country Policy and Institutional Assessment. These indicators benefit from a
pronounced ‘in-field’ nature and reflect a large variety of possible public policies.

RESULTS

The results suggest a statistically significant positive relationship between the
overall quality of business regulatory environment and growth. This outcome is
found to be robust to various choices of priors’ structures. Moreover, the
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outcome’s estimated amplitude largely declines once the endogeneity is
considered.

IMPLICATIONS

We consider the possibility that ‘good’ policies might compensate (up to a certain
degree) for ‘bad’ institutions. Indeed, when a sub-sample of countries with lower
levels of political participation and freedom of expression and association is
considered, then the impact exercised by the quality of business regulations
appears to be more pronounced.

Our findings provide an empirical support for the thesis that regulatory policies
and their outcomes really matter in explaining growth.

ORIGINALITY VALUE

The originality resides in our two-fold contribution to the literature, based on the
argument that both ‘policies’ and ‘institutions’ influence growth and, so, any
model of policies’ impact on growth cannot be ‘context-free’, it should account
for the influence of the existing institutional surround. Though, while policies can
be adjusted to ‘short-run’, institutions usually evolve on ‘long-run’. During
‘institutional adjustment’ period, the social landscape can be substantially
modified.

KEY WORDS
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Model Averaging
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2.18. RESEARCH OF THE ECONOMIC EFFECTS OF INVESTMENT
IN HYDROELECTRIC POWER PLANTS IN THE REPUBLIC OF
SERBIA AND BOSNIA AND HERZEGOVINA

Zdravko Bijelié1
IROE LOGOS CENTER in founding, Novi Sad, Serbia

Dragan Mileti¢®
"Center for Young Talents" Foundation, Novi Sad, Serbia

OBIJECTIVES

Investment in the production of electricity is a chance for the development of the
Republic of Serbia and Bosnia and Herzegovina. The Republic of Serbia and Bosnia
and Herzegovina dispose of the unused hydropower potential for the construction
of new hydropower plants of optimal capacity. The primary objective of this
research is to show that it is economically justified to invest into hydroelectric
plants where electricity could be produced for export into the industrialised
European countries.

METHODOLOGY

In this research the following scientific research methods are used: observation in
order to establish the existing state and assess the development possibilities;
comparative method as a function of comparing the state of reference in the early
1970s with the current situation. In the research the mathematical modelling,
statistical analysis, and contemporary methods for investment decision making,
induction and deduction, and econometric measurement of the obtained results.

RESULTS

Conducted investigations point put that the utilization rate of hydro-energetic
potentials is approximately 30 % of the total available potential in both countries.
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In Republic of Serbia three river flows represent 80% of the total hydro-energetic
potential, while in Bosnia and Herzegovina this share is about 90%. Obtained
results indicate that the production of significant surpluses of electric energy for
export to the regional markets and European Union is possible. This production
would be profitable and price competitive.

IMPLICATIONS

Based on the long-term forecast, the paper shows that the investment in the
hydropower sector will have a positive impact on stimulating the development of
the industry based on new technological knowledge. Also, the development of the
industry for technological and control equipment for the hydroelectric plants will
result in the development of the SME, development of entrepreneurship,
introduction of innovations and employment of highly educated professionals.

ORIGINALITY VALUE

The original scientific and research value of the paper lies in the knowledge that it
is necessary to make a discrete developmental leap in the hydropower sector as a
generator of the integrated growth and development of the Republic of Serbia
and Bosnia and Herzegovina.

KEY WORDS:

Investment, investment efficiency, hydroelectric power, systemic development,
industrialization, entrepreneurship, innovation, employment
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2.19. ANALYSIS OF THE EFFICIENCY OF HIGHER EDUCATION
SECTOR IN THE CENTRAL EASTERN EUROPE

Andrea Andrejevi¢ Pani¢
University Educons, Faculty of Business Economics, Sremska Kamenica, Serbia

Simonida Vukadinovié®
University Educons, Faculty of Business Economics, Sremska Kamenica, Serbia

OBIJECTIVES

Efficiency of higher education sector has been main generator of innovative
activity in knowledge base economies. Countries in the Central Eastern Europe are
struggling with national budgetary optimization and allocation of government
expenditures. The main objective is the analysis of selected higher education
indicators in selected countries. The aim is formulating financial models for
prediction of the behavior of the selected performance indicator, depending on
selected financial indicators.

METHODOLOGY

The data and results presented here are the part of the broader research given in
PhD thesis. Data and sampling are based on higher education indicators presented
in the thesis and selected from UNESCO Institute of statistics database according
to four different criteria groups: Participation; Completion; Financial Resources;
Human Resources. In this paper, it will be presented financial model for one
selected dependent variable or performance indicator (number of graduate
students or abbrev. Graduates) in relationship with one independent variable or
financial indicator (government expenditure on research and development as %
GDP or abbrev. GERD). The sample includes the data collected for five selected
countries of the region of Central and Eastern Europe: Bulgaria, Hungary,
Romania, Slovakia, Serbia. The data is unbalanced and collected for the period of
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2002-2012. Statistical analysis that was used for collected data is cross-correlation
time series and regression with time lagging.

RESULTS

The financial indicators according to the financial resources criteria presents
government expenditures. Performance indicators from the remaining three
criteria groups represent output in higher education sector. The results in this
paper presents the cross correlation analysis of one dependent and independent
variable for Romania. Financial model evaluates the functional link of number of
graduates based on government expenditure on research and development, at
time intervals of several years.

IMPLICATIONS

These financial model formulations are focused on the needs for the analysis to
make macro-level assessments decisions. Financial models are comprehensive
and provides insight into the influence of multiple factors and their impact at the
national levels in different countries. These models could be key factor in efficient
allocation of funds depending on structure of the higher education sector. This
could be of great importance to policy makers, institutional governance and other
stakeholders.

ORIGINALITY VALUE

The scientific contribution is possibility of using developed models for obtaining a
clearer definition of governmental and national goals in higher education sectors
as well as providing a clearer explanation of the measures taken in creating
education policy reforms. Further research may include more performance
indicators that could tackle capacity building and efficiency in higher education
sector.

KEY WORDS

Higher education sector, the efficiency, government expenditures, performance
indicators, CEE region
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2.20. CAN MIGRATION REDUCE THE POSITIVE EFFECT OF
INVESTMENTS IN EDUCATION?
EVIDENCE FROM EUROPEAN UNION

Aleksandar Jovici¢'
Fidelity National Information Services, Belgrade, Serbia

Ljubi$a Stamatovi¢’
PSP-Farman Holding, Belgrade, Serbia

OBIJECTIVES

The normally positive correlation between investment in education and economic
growth may be affected by the migration of the educated workforce. An analysis
of CEE countries recently admitted into the EU shows that, following the
admission, educated people tend to migrate into developed EU member states.
We show that the high level of migration may devaluate the positive effects of
investment in education. We provide recommendations for the public and private
sectors of the Republic of Serbia.

METHODOLOGY

The introduction will present the literary review while the paper will be based on
the statistical approach. The official annual time series of data related to
economic growth, employment, research and development and education
sourced from the UNESCO and Eurostat will be analyzed. Data on 36 European
countries covering the period from 2000 to 2016 will be examined. Comparisons
will be made between two groups: developed countries and less developed
countries from Central and Eastern Europe. In the statistical methodology section,
we will use bivariate parametric and non-parametric analysis, ANOVA and
multiple linear regression analysis. In the econometric methodology section, we
will apply panel unit root tests, panel cointegration tests and fully-modified
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ordinary least squares model. The unknown parameters estimates will be tested
at a significance level of 0.05.

RESULTS

Firstly, results have confirmed that investment in R&D and investment in
education both enhance economic growth and employment in the context of
observed countries in the specified timeframe. Secondly, empirical study
supported the complex central hypothesis, that the degree of positive correlation
between investments in education and R&D and economic growth and
employment significantly decreases following admission to the EU.

IMPLICATIONS

Migrations of educated people have different implications depending on the
perspective. Serbian employees will migrate from Serbia searching for a higher
salary. The Serbian budget should modify the education policy by investing more
in areas where migration is less likely to happen and vice versa. Developed EU
countries will profit as they obtain a qualified workforce for free while employees
in the developed countries will suffer due to decreased salaries caused by
migration.

ORIGINALITY VALUE

While most authors recommend unconditionally continuing with investments in
education, this paper suggests the opposite: the state may suffer significant losses
as a result of the "brain drain." We challenge the mainstream policies aiming to
avoid the unfortunate mistakes of peer CEE countries over the last two decades.
The benefit of education is examined in the context of current migration
tendencies and the resulting "brain drain."

KEY WORDS
Migration impacts, east-west migration, education, workforce relocation,

economic growth, EU enlargement
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2.21. BOOTSTRAP PANEL CAUSALITY ANALYSIS OF
RELATIONSHIPS BETWEEN FINANCIAL DEVELOPMENT AND
ECONOMIC GROWTH IN EMERGING MARKETS

Aysegiil Ak¢a®
Anadolu University, FEAS, Department of Economics, Eskisehir Turkey

Mustafa Ozer?
Anadolu University, FEAS, Department of Economics, Eskisehir Turkey

OBIJECTIVES

In this study, we investigate the causal relations between indicators of financial
development and economics in Turkey, Russia, China, India and Brazil by using
annual panel time series data over the period of 2001-2016.

METHODOLOGY

Cross sectional dependence tests, slope homogeneity tests, and Konya Bootstrap
Granger Panel causality test.

RESULTS

The results of the study indicate that depending on the financial development
indicators there are evidences of existence of the causal relations between
economic growth and financial development indicators. Especially, when we use
domestic credit/GDP ratio, we found the evidences of existence of Granger
causality from domestic credit/GDP ratio to GDP growth except Turkey. But, the
sign of the causal relations differs across the countries in the sample for each
indicator.

IMPLICATIONS

Implications of the results will differ across the countries. For example, for China,
most of the indicators suggest inverse relationship between economic growth and
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financial development. Thus, the countries should adopt different policies to
promote the financial development.

ORIGINALITY VALUE

To the best of our knowledge, this is the first attempt testing the financial
development economic growth nexus by using this method for these countries.

KEY WORDS

Cross-sectional dependence, slope homogeneity, financial development,
Bootstrap panel causality
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2.22. THE INFLUENCE OF EDUCATION LEVEL ON ECONOMIC
GROWTH IN CEE REGION

Tijana Kali¢anin®
Belgrade Banking Academy, Belgrade, Serbia

Milica Bugaréié?
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

One of the basic authors’ reasons for expecting to find the link between education
and economic growth is that people with higher education level will have higher
income. Gross domestic product as a measure of economic growth is the
monetary value of all the finished goods and services produced within a country's
borders in a specific time period. We believe that higher education level of the
individual can ensure higher living salary and standards, which will furthermore
influence higher gross domestic product.

METHODOLOGY

In this paper authors used linear regression analysis in order to measure the
influence of the education level on the economic growth in the CEE region. Panel
data includes variable values from 2000 to 2016 for sixteen selected countries in
CEE region. We divided the countries of the CEE region according to the IMF
classification to developed and emerging countries. The research was carried out
on two panels, one panel includes ten developed countries of the CEE region,
while other includes six emerging countries. GDP per capita in our model
represents economic growth. Accordingly, using regression analysis, the aim is to
measure influence of the education level as the independent variable on GDP per
capita, as dependent variable. As independent variables our linear regression
model includes School enrollment - primary, school enrollment - secondary and
school enrollment — tertiary. Besides, two control variables are included in the
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model: labor force participation rate, total (% of total population ages 15-64) and
research and development expenditure (% of GDP).

RESULTS

The results of our research show that in the developed countries of the CEE
region, all explanatory variables that we included in the model are statistically
significant. We can say that primary, secondary and higher education have impact
on GDP per capita. Also, our control variables (labor force participation rate, total
(% of total population ages 15-64) and research and development expenditure (%
of GDP)) are significant. On the other hand, in emerging countries of the CEE
region, including Serbia, education level has impact on GDP per capita, with one
exception, higher education has no impact on economic development in emerging
countries, while primary and secondary education have.

IMPLICATIONS

Authors believe that along with physical capital, human capital is one of the
leading factors that can influence economic growth. Not only with a higher level
of technology and investments in physical capital but also with a higher level of
knowledge and education of human capital, countries can improve production
results. Thus, better production results will influence the higher level of gross
domestic product. The results of the research presented in this paper can be
helpful for policy makers and company managers.

ORIGINALITY VALUE

In this paper authors tried to measure the influence of the education level on
economic growth. As long as there is statistically significant influence, the
scientific contribution of the paper is to point out the importance of the human
capital and show that it can affect sustainable development. Education as a key
factor in the development and competitiveness of modern economies, plays an
essential role in the socio-economic development of economy and society.

KEY WORDS

Education level, GDP, economic growth, knowledge, skills
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2.23. FARMERS' PROFIT MAXIMIZATION USING THE
PRODUCTION FUNCTION

Boris Kuzman'
Institute of Agricultural Economics, Belgrade, Republic of Serbia

Radivoj Prodanovié?
Faculty of Economics and Engineering Management in Novi Sad, Novi Sad,
Republic of Serbia

OBIJECTIVES

The objective of the paper is to examine, on the basis of empirical data, the
influence of the quantity of nitrogen fertilizer (urea) on the yield of corn, i.e.
modelling a production function that will help managers in making quality
decisions, such as the use of an optimal level of inputs in agricultural production.
By applying the appropriate methodological procedure, it is possible to
approximately quantify the amount of input and output, which will provide
maximum profit on farms.

METHODOLOGY

The research uses mathematical analysis and modelling, experimental method,
observation, regression and correlation, abstraction and generalization, logic and
other general scientific methods. For the purposes of modelling the production
function, an experiment of 7 identical parcelswas set up, i.e. parcels of equal
areas, of the same class and type of land, of the same applied agro-technology,
protection and quantity of work, to make the obtained result as convincing as
possible. The only deference is quantity of applied fertilizer (urea), so it was not
used on the first plot, 48.4 kg was used on the second plot, the third one was 96.8
kg, the fourth one was 145.2 kg, the fifth one was 193, 6 kg, on the sixth - 242 kg
and on the seventh plot - 290.4 kg. When modelling the production function, only
economic factors are taken into account. For more serious analysis and research it
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is necessary to include ecological factors because they can have a very large, if not
decisive impact on the management of agricultural production.

RESULTS

The correlation dependence of the amount of nitrogen fertilizer used (urea) and
corn yield is a simple example of a production function with one input and one
output. The resulting production function can be expressed by the equation: y=-
9-10°x°+0,0442x+3,3149

Maximum vyield of corn (8,742 t/ha) is achieved with the applied amount of
nitrogen fertilizer of 245.55 kg. The economically rational field of production is
between 191.91 and 254.55 kg/ha of the applied amount of fertilizer. Maximum
profit is realized using 235 kg/ha of nitrogen fertilizer.

IMPLICATIONS

The practical application of the production function is obtained by evaluating
physical outputs and inputs at market prices. The difference in the market value
of physical outputs and inputs is profit. Determining the economically rational
area of agricultural production, and determining the point of maximum profit is
possible by the application of the production function. Knowing the features of
the production function allows the manager to plan production within the limits in
which his profit will be largest. All the basic assumptions that have been proven
for the production function with one input and one output can be applied to other
types of production functions (with multiple inputs and multiple outputs).

ORIGINALITY VALUE

The research that resulted in the creation of a production function in corn
production has a scientific connotation, as it gives results whose application can
significantly improve the economy of farms. The ecological aspect of production
involves the use of as little nitrogen fertilizer as possible. Knowing production
function will eliminate the amount of fertilizer that does not result in higher value
through the marginal product, than the value of the marginal input used.

KEY WORDS

Production function, farm, nitrogen fertilizer, corn, profit maximization
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2.24. EVALUATING MONETARY POLICY RESPONSE FUNCTION -
THE CASE OF SERBIA

Milena Lazi¢'
Belgrade Banking Academy, Belgrade, Serbia

OBIJECTIVES

Taking into account that the efficiency of traditional monetary policy transmission
channel depends on whether the changes in course of monetary policy have been
anticipated by market participants as well as on market expectations about the
future monetary policy actions, the subject of this paper is the evaluation of
monetary policy response function for Serbia in period Jan 2009 — Dec 2017. The
main objective is to estimate the course of monetary policy in the reference
period as well as to calculate to which parameters within the function was given
greater importance over time.

METHODOLOGY

In the last couple of years in the area of monetary theory, it has become usual to
compare the actual setting of key interest rates by central banks to what would be
estimated by the usage of Taylor rule instead. Furthermore, it is widely accepted
that Taylor rule adequately describes the way of conducting monetary policy in
the countries that have implemented inflation targeting as a monetary policy
regime. With that regard, in this study extended Taylor rule and the standard
open economy reaction function were used to test whether National bank of
Serbia reacts to inflation, output gap and exchange rate in a consistent and
predictable manner. A time-varying parameter VAR (TVP VAR) methodology was
applied. All parameters in the VAR specification were assumed to follow the first-
order random walk process. Beside the econometric analysis, standard desk
research procedure of collecting secondary data ant its analysis was conducted.
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RESULTS

The results of the conducted research show that the National bank of Serbia has
adjusted key interest rate by small steps during the reference period. Since May,
2013 NBS has conducted expansionary monetary policy by lowering key interest
rate as the response to the Global economic crisis and the reduction in aggregate
demand. Furthermore, the exchange rate still plays dominant role in conducting
monetary policy in Serbia especially taking into account the high level of
dollarization of the domestic economy.

IMPLICATIONS

The analysis conducted in this research is primarily intended for the policy
makers. Furthermore, the evaluation of the monetary policy response function
has significant implications on those market participants who are engaged in the
prediction of future changes of interest rates, because it dominantly affects their
profit margins. It also affects the enterprises and Government’s decisions from
the point of optimizing their borrowing policy in the forthcoming period.

ORIGINALITY VALUE

The vast majority of contemporary central banks function within the inflation
targeting regime with the key interest rate as their operating target. Therefore,
the scientific contribution of the paper is to emphasize the importance of the
rules vs discretion in conducting the monetary policy as well as to point out the
significance of its transparency and predictability to market participants.

KEY WORDS

Response function, key interest rate, transmission mechanism, inflation targeting,
Taylor rule, exchange rate, Serbian economy
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2.25. POST-TRANSITIONAL DEVELOPMENT IN THE SOUTHEAST
EUROPE BANKING INDUSTRIES

Srdan Marinkovi¢'
University of Nis, Faculty of Economics, Nis, Serbia

OBIJECTIVES

This is an empirical analysis of the SEE banking sectors’ performances. The region
has common economic and historical heritage. A modern system of banking
intermediation was built on the foundations of the collapsed central-planning or
market model of socialism. Opening towards foreign bank capital was the main
transformation engine. Therefore, in the similarities and differences we can notice
specific constraints in the development and the impact of different choices in
economic policy.

METHODOLOGY

We analyzed the dynamics of the development of the Southeast Europe banking
industry, on the basis of trends in total assets, profitability, solvency and asset
quality. Due to the limited availability of data, a detailed analysis is narrowed
down to a sample of five countries: Bosnia and Herzegovina, Bulgaria, Croatia,
Romania and Serbia. For other countries in the region, data were not available to
the extent that allows the same methodology to be applied. However, we also
investigated the banking systems of the FYR of Macedonia, Montenegro and
Albania in order to make the geographical coverage as complete as possible. For
most of the indicators data are collected for a period of last fifteen years. This
way, this primary comparative analysis gives a solid basis for monitoring the
dynamics, for periodization of development and identification of characteristic
trends. The analysis clearly distinguishes the period of intense growth and the
subsequent period of stagnation.
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RESULTS

The countries in which the period of intensive growth was initiated later recorded
more intensive growth. It indicates that the capacity of the local market was the
main factor of the country's attractiveness to foreign capital. Last years of
intensive growth recorded max growth of total assets. It indicates that the local
market saturation did not cause the trend change. The stagnation of the total
assets and the deterioration of asset quality began after the outbreak of the
global economic crisis.

IMPLICATIONS

Although such an analysis cannot undoubtedly confirm the causation of
deterioration in the quality of assets by explosive growth of assets, it can be
noticed that the expansion of banking intermediation is closely related to the
deterioration of asset quality, but also that this process was largely caused by the
global economic crisis as an exogenous shock. Such findings demand close
monitoring of bank assets growth for the prudential purposes.

ORIGINALITY VALUE

The paper is the latest research on Southeast Europe banking performances. It
covers entire post-transitional development and delivers an original fact-based
periodization of development.

KEY WORDS
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2.26. EFFICIENCY ENHANCERS AS FDI DETERMINANTS IN
EMERGING AND DEVELOPING EUROPEAN COUNTRIES: A PANEL
DATA ANALYSIS

Biljana Stankov’
Novi Sad School of Business, Novi Sad, Republic of Serbia

Jelena Vapa Tankosié
Faculty of Economics and Engineering Management, Novi Sad, Republic of Serbia

OBIJECTIVES

The aim of the research is to prove whether efficiency enhancers, acting as the
pillars of competitiveness of the national economy, determine the SDI inflows in
emerging and developing European countries and at the same time represent the
key factors that influence foreign investors’ decisions on the choice of an
investment location. The efficiency enhancers are particularly important elements
of the economic environment in the analyzed countries, which are especially
prominent in the countries’ development stage.

METHODOLOGY

During the collection of research data, the authors have used desk method and
two secondary sources of data: The Global Competitiveness Report - GCR and The
World Investment Report - WIR. For the purposes of research sample the authors
have selected 11 emerging and developing European countries, according to the
IMF classification: Albania, Bosnia and Herzegovina, Bulgaria, Montenegro,
Croatia, Hungary, Macedonia FYR, Poland, Romania, Serbia and Turkey. The
correlation analysis has determined the way, coefficient and statistical
significance of impact of the efficiency enhancers (Higher Education and Training,
Goods Market Efficiency, Labor Market Efficiency, Financial Market Development,
Technological Readiness, Market Size) as independent variables, on FDI inflows in
USS, as a dependent variable. The general and special research hypothesis testing
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was performed by the panel regression analysis (Random Effects Model). The
analysis of the panel series has been performed in "STATA" statistical software.

RESULTS

Obtained results have confirmed the general research hypothesis and therefore it
can be concluded that certain pillars of competitiveness determine the FDI inflows
and influence the quality of the investment environment in the emerging and
developing European countries. The results of the random effects regression
model indicate that Market Size and Technological Readiness have a statistically
significant impact on FDI inflows in the research countries in the period from 2007
to 2016.

IMPLICATIONS

The results have significant practical implications for analyzed countries policy
makers, with an aim of fostering FDI inflows. Agencies or institutions directly
involved in the promotion of foreign investment can also rely on the results of this
research study to identify the strengths and weaknesses of the investment
environment and present their country as an attractive investment destination.
The results can be of great benefit to foreign investors when choosing their
investment location.

ORIGINALITY VALUE

The results of scientific research point out to original findings, while confirming
some of the conclusions of previous empirical studies. The uniqueness of this
empirical study is primarily reflected in the original selection of the research
sample (Emerging and Developing Europe), as well as in the selection of
independent variables (Pillars of Competitiveness according to the WEF
methodology). The empirical testing of the model in the emerging and developing
European countries context represent a significant contribution to the literature.

KEY WORDS

Efficiency enhancers, Pillars of Competitiveness, FDI determinants, Panel Data
Analysis, Random Effects Regression Model
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2.27. ASSESSING ORGANIZATIONAL MATURITY IN PREDICTIVE
ANALYTICS OF TELECOMMUNICATION COMPANIES IN THE
REPUBLIC OF MACEDONIA

Kalina Trenevska Blagoeva®
Ss.Cyril and Methodius University, Faculty of Economics - Skopje, Skopje, Republic of
Macedonia

Marina Mijoska®
Ss.Cyril and Methodius University, Faculty of Economics - Skopje, Skopje, Republic of
Macedonia

OBIJECTIVES

Data analytics and predictive analytics are among the major trends companies
worldwide are facing. In a highly digitalized environment it is not only the
guestion of the usage of data analytics, but how analytically mature organizations
are. The goal of this paper is to assess organizational maturity in predictive
analytics of telecommunication companies in the country. Predictive analytics
provides managers with specific business insights and hence strategic advantage
from their data.

METHODOLOGY

Different authors and consulting groups propose different analytics maturity
frameworks. In order to assess the level of organizational maturity in predictive
analytics we will use Predictive Analytics Maturity Framework Assessment
(PAMFA) (Capgemini, 2012), since it best describes maturity levels in
telecommunication sector. The method of analysis is based on interviewing
managers through a questionnaire that guides respondents through all
dimensions and levels proposed by the framework. According to the PAMFA five
dimensions are analyzed (Vision and strategy, Enablers, Competence, Deployment
and Governance). For each dimension, managers were asked to choose
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appropriate level of usage out of four available maturity levels: Level 1:
Impromptu, Level 2: Solo, Level 3: Ensemble and Level 4: Symphony. This
framework can serve as a roadmap for moving the organization towards achieving
its predictive analytics goals.

RESULTS

The results of our survey confirmed that telecommunication companies in the
country fully understand the benefits of predictive analytics as a valuable source
to gain competitive advantage from data. The results of the interview confirm that
organizations fall somewhere around level 2 or 3 for almost all dimensions. Since
it is not unusual to find different business units within the same organization
operating at different maturity levels, the interview can be conducted with
managers of different units.

IMPLICATIONS

The telecommunication sector in the country is one of the most advanced service
sectors and hence represents a benchmark concerning the digital transformation.
The results of this survey provide useful information needed to design a roadmap
for migrating towards the higher levels of maturity. A PAMFA will help the
organization understand where it currently stands in terms of analytical maturity
by revealing the dimensions and areas where the organization should focus in
order to mature further.

ORIGINALITY VALUE

This research is the first attempt to analyze organizational maturity in using
predictive analytics in the country. The originality of this research derives from the
specific characteristics and development of telecommunications sector and its
importance. Knowing where organization is on this journey will help
managers/strategists to adopt Ideal analytics maturity level, i.e. the highest level
that would enable organizations derive maximum business benefits and achieve
its strategic objectives.

KEY WORDS

Organizational maturity, predictive analytics, predictive analytics maturity
framework assessment, telecommunication sector, Republic of Macedonia
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2.28. FISCAL CONSOLIDATION EFFECTS ON LABOR MARKET
TRANSITIONS IN SERBIA

Marko Vladisavljevi¢*
Institute of Economic Sciences, Belgrade, Serbia

OBIJECTIVES

At the end of 2014, the Government of Serbia introduced a set of fiscal
consolidation measures, including a 10% cut to public sector wages, for the wages
higher than 25,000 RSD. Therefore, public sector jobs became less attractive to
workers who received the cut. In this research we estimate the hypothesis that
the effects of the wage cut have caused an increased likelihood of transition from
public sector either to private sector or to inactivity.

METHODOLOGY

We use Labor Force Survey (LFS) data for Serbia for 2014, year before the fiscal
consolidation measures were introduced, and 2015, year after the measures were
introduced. LFS is organized as a rotating panel, with respondents present in the
same quarters for two years (e.g., in the first quarter of 2014 and in the first
quarter of 2015), which enables us to analyze labor market transitions between
two consecutive years. We construct the variable wage cut, based on the 2014
wages and the wage cut rules described in the law (Republic of Serbia, 2014). We
then estimate whether the wage cut, conditional on other characteristics (gender,
age, education, work experience, occupation, etc.) had increased the probability
of 1) transition from public sector to private sector (including self-employment
and informal employment, due to the small sample size); and 2) transition from
public sector to inactivity, compared to remaining in the public sector.

RESULTS

Contrary to our expectations the wage cut has a negative effect on the transition
from public to private sector. Further exploration suggests that this effect is due
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to high correlation of the wage cut with the level of wages, and that low-earning
workers have a higher probability of transition from one to another job. Similarly,
and again contrary to expectations, we do not find the evidence that the wage cut
variable had an effect on the transition from public sector to inactivity.

IMPLICATIONS

Our analysis did not confirm the hypothesis that the wage cut had increased
likelihood of transition from public to private sector or inactivity. Previous
research indicated that the in spite of the wage cut, the public sector wage
premium in 2015 still stands at 11%. In addition, public sector is characterized by
higher job security and higher motivation for work, which together with the low
possibilities of transition between sectors, lowers the assumed effects of the
wage cut on transition.

ORIGINALITY VALUE

Current evidence of the effects of recent austerity measures on the transition
have been largely based on descriptive statistics or anecdotal evidence, with
inconclusive results. This research uses econometric evidence to show the effect
of the wage cut in the public sector on the transition from public sector to private
sector or inactivity. We find that the wage cut had not increased the likelihood to
transition from the public sector.
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2.29. IN SEARCH FOR RESEARCH AND INNOVATION STRATEGY
FOR SMART SPECIALIZATION OF THE REPUBLIC OF SERBIA:
CHALLENGES BETWEEN THEORY AND REALITY

Puro Kutlaéa®
University of Belgrade, “Mihajlo Pupin” Institute, Belgrade, Serbia

OBIJECTIVES

Objectives of this paper are exploration of the challenges of use of methodology
for creation of smart specialization strategy (S3) in Serbia. S3 is focused on the use
of knowledge for economic development. Serbia as candidate country for
membership in EU is in permanent transition of economy and society since 1991.
Major challenges of implementation of S3 in Serbia are weak links between R&D
sector and economy, and undeveloped culture of dialogue for adoption and
realization of S3 priorities.

METHODOLOGY

Paper will be organized in four main parts. First part will be (critical) description of
the main concepts of methodology for creation of smart specialization strategy
(S3). The concept of S3 is a tool for realization of the strategy of the European
development through "integrated industrial policy for the globalization era" and
"Innovation Union". Second part will present implication of implementation of S3
in Serbia, i.e. conditions for use of one theoretical concept in reality of economy
and society in Serbia. Third part will discuss results of implementation of S3 in
Serbia achieved so far (process is not finished yet), analyzing challenges between
proposed methodology and real situation in country. Fourth part will be
addressed further steps in implementation of S3 in Serbia, with particular
attention to the aspects of dialogue which should be organized between involved
stakeholders in order to achieve consensus for adoption and realization of S3
priorities in Serbia.
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RESULTS

Major results of research presented in this paper are: analysis of implications of
(uncritical) use of one theoretical concept — methodology for development of
smart specialization strategy (S3) in real economy; proposals for adaptation of S3
methodology for use in Serbia; findings revealed during the process of
implementation of S3 in Serbia such as: selection of the priority sectors of
economy, ICT case study with report on the innovation potential of the software
industry in Serbia, etc.

IMPLICATIONS

Implications of research presented in this paper are twofold: firstly, for
academics, theoretical approach is expanded with integration of operation
research (Multiple Criteria Decision Making) methods for ranking of sectors of
economy; secondly for policy makers, implementation of S3 in Serbia will enrich
the base of experimental results, with special attention to process of selection of
priority sectors and establishment of dialogue within EDP (Entrepreneurial
Discovery Process) in Serbia.

ORIGINALITY VALUE

Originality in this paper is the critical analysis of theoretical concept of smart
specialization strategy (S3), which resulted in proposal for integration of operation
research (MCDM, Multiple Criteria Decision Making) methods for ranking of
sectors of economy with methodology for development of S3.

KEY WORDS

Smart specialization, S3 Strategy, MCDM methods, priority sectors of economy,
entrepreneurial discovery process, dialogue, Serbia
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2.30. AGRICULTURAL CREDIT MARKET DEVELOPMENT IN
SERBIA: ASSUMPTION FOR INVESTMENTS IN AGRICULTURAL
SECTOR

Vesna Parausié¢*
Institute of Agricultural Economics, Belgrade, Serbia

Jonel Subié
Institute of Agricultural Economics, Belgrade, Serbia

OBIJECTIVES

Effective access to agricultural credit market with a government support is a
crucial factor for future farmers' investments and improvement of their
competitiveness. The aim of the paper is to analyze the agricultural credit market
and government support in Serbia in order to give recommendations for
improving access to agricultural loans and higher investment in the agricultural
sector.

METHODOLOGY

Desk research is basically involved in collecting and analyzing secondary data from
existing resources hence. Also, authors conducted an empirical research for
collection of primary data in form of survey (interviews) among domestic
institutions in agricultural credit market, banks, agricultural producers and other
market participants. The survey was conducted during 2018 in the period
February-May 2018 by phone, lasting 30-45 minutes, or through personal
contacts.

RESULTS

Agricultural lending market in Serbia has been significantly improved over the
years. Today, there is no impediment to the development of the agricultural
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sector, and the portfolio of agricultural loans is steadily growing. In the
forthcoming period, further growth of agricultural loan portfolios can be
expected, with the decrease in the share of bad loans in the total loan portfolio in
agriculture. Also, the following can be expected: (a) retaining the existing level of
interest, with their possible additional reduction for subsidized loans; (b) stopping
the downward trend and a slight increase in the number of clients, (c) and
increasing the size of the loan.

IMPLICATIONS

The results of the research are intended for economic policy makers and
institutions and banks in Serbia which are main providers of credit to agricultural
holdings.

ORIGINALITY VALUE

The results of the research contribute to the further institutional improvement of
the agricultural credit market in Serbia, with the aim of increasing investments in
the physical assets of agricultural holdings and strengthening competitiveness of
the agricultural sector in Serbia.

KEY WORDS

Agricultural credit market, creditors, Lending volume, government support, loan-
to-value ratio
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2.31. FDI AS A FACTOR FOR ECONOMIC DEVELOPMENT IN
SOME EUROPEAN COUNTRIES

Srdjan Redzepagic’

Belgrade Banking Academy — Faculty for Banking, Finance and Insurance, Belgrade, Serbia

OBIJECTIVES

Foreign direct investment (FDI) in most countries represents one of the key
factors in economic development. For this reason, they attract the necessary
attention to increase production and exports, which to a certain extent
contributes to stable economic growth. It is important to create an environment
conducive to investment to encourage investors to invest their capital in a given
country. In order to determine assumptions about the positive impact of FDI
inflows on the overall economic development of recipient countries' investments,
it was necessary to carry out an analysis of the case where a number of Southern
European countries should not verify these claims empirically. The main objective
of this study is to obtain an answer to the question of whether, and to what
extent, foreign direct investment affects the economic development of the
selected countries in South-East Europe.

METHODOLOGY

The methodology adopted in this study has focused on the use of linear
regression techniques and correlation analysis, using secondary databases
available at the World Bank. The results showed that there are different levels of
macroeconomic indicators of observed relationship (foreign direct investment,
gross domestic product, exports and imports) with the development of the
analyzed countries of Southeast Europe. Structural transformations are present
today. How do these transformations affect the economy in Europe? What are the
prospects, results and factors for economic development in Europe and how can
other countries use this European experience?

' PhD, e-mail: sredzepagic@gmail.com

247



Part Il

RESULTS

We are going to see that all these countries have significant trade deficits with the
rest of the world, and more specifically, vis-a-vis the EU, which is the main partner
of all these Balkan countries. In 2016, the EU-28, but also as it was the case of the
United States and China, they have all recorded by far the world’s highest trade
values. Mentioned countries accounted for around 45 % of both global exports
and imports of goods. In EU countries, trade has almost doubled since 2002.
Growth as interrupted twice in that period between 2000 and 2004 and again in
2009 (following the 2008 financial and economic crisis). In both cases, however,
the economic downturns only delayed, without stopping, the expansion of global
trade. These persistent deficits aggravate the economic situation of the countries
while increasing their indebtedness. Trade deficits, apart from excessive and
unsustainable public spending, are one of the main reasons for indebtedness. The
outlook for the Balkans is pessimistic, and all countries will face a higher cost of
debt. The situation could be improved to a certain extent, thanks to FDI flows, but
that depends on two phenomena: the development of trade within the EU (which
are paralyzed because of the crisis that hit the EU), and the structural reforms of
the Balkans.

IMPLICATIONS

Small open economies, which do not have adequate resources for domestic
savings, need FDI. This becomes one of the main preconditions for future
economic growth. This is particularly important for the countries in transition in
south-eastern Europe that aspire to become members of the EU. The accession
process itself entails additional costs, and as the countries analyzed have begun
their transition relatively late, they face greater difficulties than the economies
that have already been integrated into the EU. The technology transfer that could
come from foreign investment seems to be almost as important as the
mobilization of capital.

ORIGINALITY VALUE

Structural transformations are present today. Some main questions will be
treated:

How do these transformations affect the economy in Europe?

What are the prospects, results and factors for economic development in Europe
and how can other countries use this European experience?
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2.32. INTERNAL MIGRATION DETERMINANTS: EVIDENCE AT
NUTS-3 LEVEL IN ROMANIA

Marian Zaharia®
Petroleum-Gas University of Ploiesti, Ploiesti, Romania

Aniela Bilicescu®
Constantin Brdncusi University, Targu Jiu, Romania

OBIJECTIVES

In last two decade Romania is facing, with intensified migration to big cities
(Bucharest, Timisoara, Cluj, etc.) which leads to an increase in the gap between
the developed and the least developed regions, as well as the over-crowding of
the economic poles. Migration is influenced by a variety of economic, political,
environmental, social, etc. factors that can be considered, on the one hand, as
impulse factors (for the place of origin) and, on the other hand, as factors of
attraction for destination). The objective of this article is to analyses internal
migration in Romania and points out the main factors that influence it. With this
principal objective we specify and estimate an econometric model for the 41
Romanian counties plus Bucharest for the period 2007-2016.

METHODOLOGY

In analysis of internal migration in Romania our research involves using panel data
analysis tools. Thus, dependent variable is Migration Rate (MR) and independent
variables are economic (real GDP per capita, wage rates, employment rates,
unemployment rate, private dwelling rate, exports per capita,), and noneconomic
(inhabitants of each county, university graduates per 1,000 inhabitants, number
of small and medium enterprises per 1,000 inhabitant, the share of RDI
employees in the employed population, population density, criminality rate,
degree of urbanization, amenities index, density of public roads per 100 km2,
infant deaths per 1,000 live-birth).
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RESULTS

The study shows an increasing polarisation of regional development, not only in
volume but also in the structural changes in internal migration. The econometric
results show that alongside Bucharest, counties from the West, North-West and
Center regions were more attractive to emigrants and the main determinants
were GDP per capita, wage, unemployment, the number of small and medium
enterprises per 1,000 inhabitants. The study can be further explored by
introducing other important indicators in the analysis of internal migration,
alongside those concerned.

IMPLICATIONS

Romanian counties have been facing significant and persistent economic and
social regional disparities which determine the intensification of internal
migration with negative effects on economic and social cohesion. This paper can
be a working tool for decision-makers in elaborating economic development
strategies.

ORIGINALITY VALUE

This paper will further contribute to the research regarding the determinants for
internal migration by investigating the flows at NUTS-3 (Nomenclature of
Territorial Units for Statistics - small regions for specific diagnoses) level in
Romania. Furthermore, Bunea (2012) are constrained by the limited time (2004-
2008 period) before the economic crisis shows its effects on the Romanian
economy. The period for which we have it under review is last decade that allows
us to examine the internal migration flows from Romania after economic crisis.

KEY WORDS

Internal migration, NUTS-3, GDP, Romania, panel analysis
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2.33. SERVICE QUALITY MANAGEMENT IN BANKING SECTOR IN
CRISIS AREA: CASE STUDY OF NORTHERN KOSOVO

Isidora Ljumovi¢®
Institute of Economic Sciences, Belgrade, Serbia

Krsto Jaksic
Faculty for economics, University in Pristina, temporarily seated in Kosovska Mitrovica

OBIJECTIVES

Northern Kosovo in the last fifteen years is barely surviving the socio-political
crisis and structural constraints. Kosovo's financial and banking systems are
extremely specific. Access to finance is limited for companies and the population.
The aim of this paper is to analyze banking sector outreach, as an indicator of
access to finance, as well as satisfaction of the services provided by banks that
operate in Norther Kosovo.

METHODOLOGY

Service quality is an abstract and "elusive" concept, as services have four unique
features: Intangibility, Inseparability, Perishability, and Variability and it is
extremely difficult to capture the quality of services. Survey methods as used,
determining only the perception of the respondent about the quality of service. In
this paper we applied the method of interviewing and the survey method using a
SERVQUAL model that is commonly used to analyze the degree of satisfaction of
service users. We chose this method since it is used equally by the service
providers and the academic community. We widened standard SERVQUAL model
(containing 22 claims in five dimensions of quality: Tangibles, Reliability,
Responsiveness, Assurance, and Empathy) and added a sixth dimension in order
to capture the price effect of services provided. After an extensive desk research,
analysis of secondary data and interviews with bank employees, we conducted a
survey in the period November 2017-March 2018.
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RESULTS

The results of this research are mixed and show different trends in bank customer
satisfaction. Customers are mostly satisfied with tangibles, referring to the
physical facilities, equipment, look of the personnel and reliability to a certain
extent. All other dimension are rated below the average. Sixth dimension,
satisfaction with the accessibility and the price of bank products, had the lowest
scores, particularly, transparency of contract terms, obstacles for getting the
financial services and cost of credit have been perceived adversely.

IMPLICATIONS

The results of the research presented in this paper are primarily intended in the
purpose of scientific research, but also could be used to guide the banking
industry to reshape its quality management and increase customers satisfaction in
different segments.

ORIGINALITY VALUE

This research extends the scope of current customer research about satisfaction
of banking services. It also gives insight to an market that is operation under
constraints and could be qualified as an crisis area market.

KEY WORDS

Banking sector, Northern Kosovo, SERVQUAL model, customer satisfaction,
banking sector outreach
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2.34. IMPACT OF CHANGES IN EXCISE POLICY ON
DISTRIBUTION OF HOUSEHOLD INCOME IN SERBIA

Jovan Zubovié¢'
Institute of Economic Sciences Belgrade, Serbia

OBIJECTIVES

The aim of this paper is to estimate what is the impact of changes in excise policy
on distribution of disposable household incomes in Serbia over the period of 5
years. Persistent growing excise rates on all excise goods have a significant impact
on the purchasing habits and distribution of income among different categories of
goods. The objective is to determine which (groups of) goods households mostly
abandon as a result of growing excises.

METHODOLOGY

Author has used data from HBS surveys in Serbia for the period 2012-2016. The
trends of expenditure have been analysed for excise goods over the observed
period with the aim of evaluating the impact of excise rates change on share in
the expenditure of excise goods.

RESULTS

Results show that despite significant increase both in excise rates and producers’
prices, the share of excise goods has increased in household consumption both for
tobacco and alcohol goods. Price elasticity is significantly higher for tobacco
goods. Over 5 years there has been a decrease from 53.6 to 51.8% of households
consuming alcohol products, as long as tobacco products consumption has been
reduced from 1,088 to 865 cigarettes per capita. However, the share in total
household consumption has not changed the direction. Alcohol products
constitute 1.2% of household consumption in the whole period, hence having
income elasticity 1, while tobacco products share has increased from 2.9% to
3.4%, being highly income inelastic.

1 . . . . .
Senior Research Associate, e-mail: jovan.zubovic@ien.bg.ac.rs

256



BUSINESS AND APPLIED ECONOMICS

IMPLICATIONS

Implications of this research are related to the excise policy setting for different
types of goods. It is essential to provide evidence of impact over time and allow
for policy setting to achieve most out of excise as a type of tax that should be
aiming at reducing the externalities, mostly adverse health effects of these two
types of goods.

ORIGINALITY VALUE

This kind of research has not been previously conducted on Serbian data. There
have been several policy papers published worldwide over the last 30 years, but
very few of them have covered countries with low and middle income.
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