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PREFACE 

Dear readers, 
 
As a result of our first virtual Annual International Scientific Conference, it is our 
pleasure to present this year’s Book of Abstract. As we put the safety and health of 
our participants first, the decision had been made by the Institute of Economic 
Sciences from Belgrade, Serbia together with the Institute of Economics from 
Skopje, North Macedonia to organize the Conference event in a virtual format, due 
to the coronavirus outbreak.  
 
This year’s Conference focused on innovations, digitalization and competitiveness 
and the specific topic of the Conference was “Emerging Trends in Business 
Economics: towards Competitiveness, Digitalization and Financial innovation”. 
Over 100 participants attended the Conference, submitting 57 papers, including 
authors from 9 countries.  
 
Our intention was to bring together researchers, scholars, doctoral students and 
policymakers to present their ideas and work to the community at large, to receive 
feedback and enjoy great networking opportunities, on the following topics: 

1. Competitiveness and global growth 
2. Trends in the digital economy 
3. Financial innovation and Fintech  

 
The concept of economic growth and improving competitiveness has changed in 
the 21st century. Physical resources, machines and manpower are no longer crucial 
as capital, technology and human knowledge have taken over the primacy of major 
development factors. All things considered, it is clear that knowledge, research, 
innovations and technology, accelerated by the process of digitalization, form the 
backbone of economic development, dominant way to create surplus value and 
tackle social challenges. Knowledge-based economies are already forcing the 
commercialization of innovation and new technologies as ways to achieve faster 
economic growth and generate new well-paid jobs in fairer and greener societies. 
As concerns developing countries, there is a need to create a better business 
environment, develop adequate infrastructure, as well as raising and disseminating 
knowledge throughout all segments of the economy. Here, in this Book of 
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Abstracts, contributing authors present their view and possible solutions to the 
chosen issues.  
 
We are grateful to all the authors who contributed to this Book of Abstracts in 
fulfilment of our joint goal. 
 
Stay safe and healthy through these unusual times!  
 
 
        EDITORS 
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1.18. FDI CONTRIBUTION TO TECHNICAL EFFICIENCY IN THE 

SERBIAN MANUFACTURING SECTOR 

Ivan Nikolić1  
Economics Institute, Belgrade, Republic of Serbia 

 
 
OBJECTIVES 

The contribution of foreign direct investment (FDI) to the developing economies 
has been examined by a large body of theoretical and empirical studies. The key 
objective of this paper was to match the quantification of technical inefficiency with 
the high inflow of FDI that has been characteristic of Serbia in recent years and 
determine how FDI affects a firm’s technical efficiency improvement as well as its 
technical progress in a stochastic frontier (SF) model.  
 
METHODOLOGY 

The methodology is based on SF analysis - within that, 'true' random effects model 
- TRE (Greene, 2005).  Empirical analysis utilizes the balanced panel data on a 
sample of 92 Groups of Section C 'Manufacturing', spread over 10 years period 
2010-2019. The data source is the Business Register of Statistical Office of the 
Republic of Serbia. The SF model estimates a firm’s production frontier given a set 
of production inputs. The deviation of a firm’s actual output level from its maximum 
level of output is defined as technical inefficiency. The variable FDI (share of foreign 
ownership) was used as a covariate.  
 
RESULTS 

Regarding the effect of foreign ownership variable (FDI), the value of the z ratio 
varies from -5,98 to -5,71, depending on the model specifications and are smaller 
than z table at the 1% significance level. This means that the presence of FDI affects 
the level of manufacturing technical efficiency. The existence of a negative 
coefficient (-0.03) indicates that foreign ownership reduces technical inefficiency 
or in other words a positive effect on the industrial technical efficiency in Serbia. 
 

 
1 Email address: ivan.nikolic@ecinst.org.rs 
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IMPLICATIONS 

Over the last decade, many measures have been adopted by Serbian policy-makers 
to attract FDI spurred on by the belief that this inflow will stimulate export-led 
growth, increase employment, enhance productivity, and accelerate growth. The 
above results shows that presence of foreign firms in Serbia has a positive impact 
on improving the technical efficiency of the domestic industry, in general. But we 
have to be careful, since the effects of FDI can be different across industries a “one-
size-fits-all” investment promotion policy is not recommended. 
 
ORIGINALITY VALUE 

The relationship between FDI and productivity/efficiency has been much debated 
in a literature. Many endogenous growth models supported the idea that FDI 
enhances TFP and consequently stimulates economic growth. However, to the 
knowledge of the author of this paper, up to 2020 there was no papers that analyze 
the FDI effect on technical efficiency of manufacturing sector in Serbia. From that 
aspect, this paper can certainly be considered original. 
 
CONTRIBUTION  

The paper contributes to the understanding of potential effects on foreign invested 
enterprises on domestic economy in general and local enterprises performance in 
particular. Thus it importantly assists policy making by the government of 
developing countries, where FDI is believed to create technical spillovers on 
domestic industry. 
 
KEY WORDS  

Technical efficiency, foreign direct investment, stochastic frontier model, Serbian 
manufacturing 
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