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Abstract:This paper analyzes the relationships between competitiveness, economic development 
and economic policy, and the importance of competitiveness, which has the power of the Serbian 
economy in the international market. 

Competitiveness of the Serbian economy even after twelve years of the fundamental transition is 
still very low. A huge number of indicators about the weak competitiveness of Serbian companies 
originate both from domestic and foreign sources. In a survey conducted by World Economic 
Forum concerning the level of global competition, Serbia is yet at the 85th place out of 137 
countries surveyed. 
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1.INTRODUCTION 
 
 Depending on the degree of integration of domestic companies in international 
business environment and the quality of their functioning, the efficiency of the entire 
Serbian economy in modern international economic relations is determined. The process of 
companies’ reintegration is a very complex task, which is enabling companies to 
successfully participate in the international market competition. 

It should be stressed out that the competitiveness of Serbian economy after twelve years of 
the fundamental transition is still very low. The low competitiveness of domestic economy 
is a fact because more than half of total exports are composed of the export of raw 
materials and semi-finished products, which we very often get back as imports of finished 
products at prices many times higher. 

2. ADJUSTMENT OF COMPANIES IN GLOBAL COMPETITION 
 The main feature of companies in Serbia is a high degree of unadjustment in terms 
of the growing trend of business globalization. The future of Serbian companies is even 
uncertain if they are still nationally oriented. Creating an effective and appropriate strategy 
is impossible without information about the global environment, competition and markets. 

 The disadvantaged status of our economy in the international environment should 
be sought within the internal and external factors. Internal factors are primarily related to 
inadequate implementation of global strategy of our organizations, which is 
inappropriately represented to a world audience, and their potentials for international 
cooperation. When it comes to external factors, then it definitely should be noted that the 
functioning of our economy in terms of isolation during the last decade of the 20th century 
certainly did not contribute to its positive publicity abroad [1]. It is expected of Serbia to 
make all necessary efforts to repair the image of the domestic economy to the world, to 
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send a clear message that we want to build a business environment that will guarantee the 
safety of operating conditions. 

 Harmonization and adaptation of development strategies of domestic companies in 
terms of global business operations must be synchronized with the activities of the state 
related to advancement and export promotion in order to create the image of the national 
economy of international character. The contribution of international recognition of our 
organizations can originate from the influential people or friendly companies of other 
national economies that their attitude promoted the place and role of our companies on an 
international scale. It should be noted that our country does not have an adequate system of 
institutions whose function is to promote export activities. This situation requires the 
urgent intervention of the state in creating the conditions for adequate involvement of local 
companies in the global market, which should be supported by promotional measures of 
the state aimed at building a favorable image of the country, improvement and promotion 
of exports and international recognition of national firms. 

 The existence of high risk should be taken into account, which implies participation 
of domestic companies in the global market and includes a careful choice of entry forms 
into global processes. To what extent will local companies involved in international 
competition depend on their success and their economic power. Smaller local companies 
should select the entry form that requires less cost and risk, or the form that shares the 
same multiple partners. 

3. OPPORTUNITIES AND THREATS TO DOMESTIC COMPANIES 
 The constant changes in the global market environment in modern conditions lead 
to a permanent increase in the number of market participants and the strong 
competitiveness increase. On the proper treatment and favorable market prospects in such 
conditions can only active participants count who have the initiative and who are trained to 
operate under market rules and principles. Domestic economic actors in the described 
environment should greatly appreciate the changes, because the time of the dominant 
bonding company for the domestic market definitely become a thing of the past. 

 The work of managers in training their company for radically and continually 
adaptation to new conditions, means redefining business strategy, and then to redesign the 
organizational structure. In redefining the strategic choices our companies should go to the 
European and world markets as the business horizon, regardless of their size and strength. 

 At the beginning of the internationalization our companies should use the forms of 
joint arrangements with local partners, and after the acquisition of optimal quantum 
experiences can become independent by purchasing capacity of local partners, by 
establishing its own branches and the like. In addition to opportunities offered by global 
markets, domestic companies may be confronted with many dangers. The danger of 
globalization can be defined by [2]: 

 
• creation of dependency, 
• reducing the creativity of management, 
• loss of corporate identity, 
• weakening of its own brands, 
• declining usefulness of lessons learned 
• possible loss of larger profits, 
• loss of market share in domestic market. 
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 Creating dependence, as one of the dangers with which the domestic company may 
face in case of their binding on the principle of common long-term arrangements with 
global companies. In this situation, the possible termination of business relationships with 
foreign partners may reduce the future ability of domestic companies to adequately 
respond to the changes. 

 Long-term bonding of local companies with global companies affected by the loss 
of creativity and innovation of local managers. Implementation of their business activities, 
in whose creation they do not participate fully, be sure to discourage their activities. 

 Loss of corporate identity is another danger that accompanies domestic companies 
in global business conditions. It can occur as a result of the identification of small features 
of local companies at the international level. The weakening of its own brand of products is 
also a danger, given that the majority of domestic companies engaging in the production of 
foreign products can lead to the loss of identifying the names of companies and their 
products in national terms.  

4. IMPACT OF GLOBALIZATION ON THE DEVELOPMENT OF SERBIAN 
COMPANIES 
 In the organization of the economy and the pursuit of competitive advantage, world 
trends, establish quality and not quantity growth. Strategic alliances are very attractive and 
necessary form of the modern economy. Including a very complex process of research and 
management in general and not only changes [3].  

 Strategic alliances are formed in order to expand markets and stabilize the economy 
undertakings. This alliance is realized synergies from the combination of asymmetric 
competence, and pacify competition. 

 Strategic alliances via the dynamism of the conflicting interests are cautious all the 
partners involved and contribute to faster economic growth. In this sense, strategic 
alliances can play a significant role in the training of Serbian companies for efficient 
integration into the global processes of capital and technology transfer. In addition to their 
efficient use of property should contribute to the transformation of our companies and it 
suited management system (reduction of transaction costs, rather than individual 
performance of our companies) [4]. Then, strategic alliances contribute to the creation of 
technological and vertical networks, consortium agreements, especially in research and 
development. 

 The globalization of markets causes the internationalization of business and 
globalization of companies. Developmental behavior of companies is subject to the state 
capital and product markets, the development of innovation and organizational forms. 
Mainly in the modern economy (mostly as achieving competitive advantages) all the more 
confirms the quality, not quantity growth companies. 

 The rapid development of technology on one hand, and the liberalization of 
legislation on the other hand, promote the companies in connection constantly striving to 
adapt to business environment, and in that direction company connectivity (strengthening 
mutual dependence) increases competitive position in the market. 
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5. PARTICIPATION OF SERBIAN COMPANIES IN THE GLOBAL MARKET 
 The process of formulating a global strategy is essentially the activity of putting the 
relationship and alignment of competency of companies with opportunities and dangers in 
the international community.  

 Access to global market demand appropriate mix of business functions, tailored to 
the objectives to be achieved. Different target markets have different stages in the life 
cycle of international product.  

 

 Analysis of global and individual national and regional markets is the basis to 
define the objectives and strategies for each market, predicting their interdependency. The 
emphasis is on the balance between global, regional and national similarities and 
differences [5]. Objectives of comanies help to make decision on the selection of attractive 
markets, and at the present three types of goals: 

1. short and long-term return on investment (profit and cash flow) 
2. market participation (the ability to cope with competition) 
3. entrance to the so-called leading markets (particularly important goal in the 

initial phase). 
 
 For business success in the global marketplace company needs to have adequate 
potential. 
In the global market both the expertise and resources of the companies determinate policy, 
strategy and company structure.  
Access to global markets also assumes basic understanding of the determinants of national 
competitive advantage. The character of competition and sources of competitive advantage 
differ not only by industry but also by segments (groups) branches. Companies win and 
maintain competitive advantage through the improvement, innovation and overall success. 
According to Porter, four factors contribute to the nation that shape the environment in 
which domestic companies compete to enhance or limit the creation of competitive 
advantage: factor conditions - position of the nation in production factors (skilled labor and 
infrastructure), demand conditions - the character of the domestic demand for goods and 
services sectors, connecting and supporting branches - the presence or absence of branches 
that supply or are associated (and which are competitive with each other), strategy, 
structure and rivalry of the companies - conditions in the national economy that drive the 
creation, the organization, enterprise management, as well as the nature of domestic 
rivalry. 
 Porter's analysis of the determinants of national advantages, shows that the 
conditions for business success are created the first in the national economy and domestic 
market. So the most important reason for international success is the intense competition 
among companies within the domestic market [6]. Many authors cite more strategic 
options in the global market, or different variations of generic strategies (the cost 
leadership, differentiation and focus - based on costs or differentiation) that are used in the 
global market.  
 
The basic strategies of the global market are: 

1. global strategy of high share (large dominant company - economy of scale), 
2. global strategy of local participation (large companies - strategic differentiation), 
3. strategy of global niches (non-dominant large and small companies focusing on 

products). 
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    Then we can distinguish four ways of achieving competitive advantages:  
1. global mega companies (serving the world market),  
2. companies-oriented geographic niches (selection of target customers) 
3. so. European specialists (present at national and regional markets) or regional 

specialists, 
4. companies customers of portfolio (large diversification). 

 
 However a key issue in determining the performance of emerging markets is to 
reliably answer the question whether the company has a competitive advantage, and 
whether it is useful to new markets. In seeking a reliable answer to this question with the 
marketing aspect the following combination is used: internal analysis, competitive analysis 
and external analysis. 
Based on consideration of competitive advantage one can go to seek appropriate strategies 
into new markets. It is believed that the good strategies are based on one hand – on the 
company competence, and on the other – on the critical success factors in the industry. 
Global orientation means that the company is not limited only to business activities in a 
familiar or traditional markets, but also to attractive new national markets (where it is 
important to choose the right time and right way into new markets). 
 
6.CONCLUSION 
 The difficulties facing our economy and global trends in the globalization of 
markets, impose a lot of urgent challenges which need to be tangled. It is expected from 
the management of local companies, in the light of new circumstances, the constant search 
for competitive advantage, and to be skillful, to adapt to continuous changes. Without a 
solid integration into the world market trends, our companies can not solve their problems, 
a lack of capacity to identify opportunities and threats in the global environment may 
endanger their serious and substantial participation in the international market. 
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