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comment Miša Brkić

A cruel game is played in order to attract capital and create 
jobs and is not only important to participate in this game, 
but also to win. That is, to attract as much capital as pos-
sible with which to create more jobs, increase consumer 

purchasing power and boost production.
States give their all to attract capital in various forms – for 

investments, in production flows, in new company headquarters 
etc. The key “bait” states “fish” for capital with are operating con-
ditions and an economic environment which businesses feel is 
safe and predictable. In order to help investors more easily decide 
where to invest their capital, world rankings are available show-
ing countries in order of how favourable they are for investing 
and doing business in.

On that list Serbia appears pale and unconvincing.
Its economic environment seems unable to be rounded up and 

completed in a way that would ensure investors and capital would 
feel comfortable and relaxed when they create new value and prof-
it. Serbia has negative, outdated and cumbersome rules that seem 
to exist only to impede investing and doing business. Procedures 
take a long time and laws contain elements that allow systemic 

corruption. When an investor has to waste a lot of time and lose 
a lot of money in order to invest theirs, they usually decide to opt 
for another country in which to launch a business. The “regulatory 
guillotine”, which was announced with pomp and was so strongly 
suggested and coveted by the Foreign Investors Council, was halted 
through the resistance of state bureaucracy, which is preserving its 
acquired positions, while merely repealing unnecessary regula-
tions would yield savings for business of almost €300 million.

Serbia has further deteriorated its business environment in the 
last four years by allowing the state to additionally finance itself by 

introducing new financial burdens on entrepreneurs and business-
men. Para-fiscal burdens are rarely as great as they are in Serbia 
– there are as many as 256 para-fiscal levies that cost the economy 
€1.5 billion annually. That is the calculation of Minister Mlađan 
Dinkić, who is announcing the swift passage of a law that will see 
all of those burdens placed under a magnifying glass, and is likely 
to result in company signage charges being abolished for small and 
medium-sized enterprises.

The economic environment is also spoiled by macroeconomic 
policy, primarily the unstable and unpredictable exchange rate. 
This creates so-called “foreign exchange losses” that prevent firms 
from generating a profit and is the reason why some companies are 
already thinking of relocating their headquarters to one of the oth-
er countries of the region. Since the beginning of this year alone, 
the dinar has lost 20 percent of its value against the Euro and there 
is not the kind of efficiency and productivity that could offset such 
a major currency decline in companies with production dependent 
on import-export activities.

The announcement of the central bank, the National Bank of 
Serbia, that inflation could reach 10 percent by the end of this year, 

coupled with further uncertainty related to price move-
ments, is also a very unfavourable element of the business 
environment. This is because inflation additionally reduc-
es the purchasing power of an already vulnerable popula-
tion and a lower standard leads to a reduction in orders 
for manufacturers of consumer goods and food products.

The government's announcement of an increase in 
the tax on corporate profits from 10 to 12 percent (regardless of 
how much this was prompted by the state’s need to save public 
finances) is also not a good signal for investors who intended to 
bring capital to Serbia. If they want to stimulate job creation, the 
state should relieve businesses of new burdens and leave them 
with more money to invest. Lower taxes, higher investment in pro-
duction (which will bring in more tax money) – that would have to 
be a winning combination for Serbia’s economic growth. ■

The author is the editor of Novi Magazin weekly. 

The key “bait” states “fish” for capital with are 
operating conditions and an economic environment 

which businesses feel is safe and predictable

Capital and new jobs. serbia is not the only country 
on the planet searching for these two levers of 

economic growth that are worth gold

unconvincing Business 
Environment
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“if the energy of the new government 
is directed towards required reform, 

there’s no reason why 2013 can’t be a very 
positive year,” says Costin Borc

stability Contributes to 
investments

said that there are also some 
failings in that we still have a 
large portion of the economy 
in state hands and there is still 
reasonably large bureaucracy in 
Serbia and many fields that are 
not yet reformed.

► Over the last decade the FIC 
has exerted great efforts with 
the aim of expediting Serbia’s 
economic development by ap-
plying the positive experiences 
of FIC members. How willing 
have Serbian officials been 
to accept your numerous and 
well-meaning initiatives? 
- This varies between the decla-

ration level and the implemen-
tation level. We have enjoyed a 
fairly good cooperation with the 
government, at least in terms of 
the government’s willingness to 
listen to us and respond to our 
initiatives. When it comes to 
implementation, however, the 
success is moderate. This may 
not necessarily be due to a lack 
of will of the government, but 
rather due to untimely consider-
ation of the complexity of transi-
tion. It’s not enough that a min-
ister agrees with you, as I’m sure 
most ministers have agreed with 
the FIC in the past ten years, if 
the envisaged changes cannot be 
implemented right down to the 
lowest level.

► Since its formation the FIC 
has insisted on the carrying 
out of the so-called ‘regulatory 
guillotine’, aimed at cutting 

F IC President and Lafarge 
Serbia CEO, Costin Borc, 
is optimistic that Serbia 
can attract more inves-

tors and compete with other 
countries in the region. However, 
speaking for the 2012/2013 FIC 
Guide, he points out that further 
investments and further reform 
is essential.

► How much has the FIC man-
aged to contribute to Serbia’s 
development during the tran-
sition period?
- The Foreign Investors Council 
is an organisation that was es-
tablished in Serbia ten years ago 
and I think it has helped a lot to 
the improvement of investment 
climate in Serbia, and we have 
some notable successes. The fact 
that there are still investors com-
ing to Serbia is also partly a re-
sult of what the FIC has done in 
the last ten years. 

When you look at Serbia in 
2012, compared to Serbia in 
2002, we can say that a lot has 
been done so far and I think the 
country is much further ahead 
on the transition path. Having 

Message
our message 
has remained 
the same for the 
last ten years: a 
stable business 
environment 
is in favour of 
investment.

We have enjoyed a fairly good cooperation 
with the government, at least in terms of 
the government’s willingness to listen to 
us and respond to our initiatives

Costin BorC, FIC President, Lafarge Serbia CEOIntervIew
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ties when they feel that some-
thing isn’t correct. We are not a 
body tasked with highlighting 
individual acts of corruption to 
the authorities. We don’t main-
tain statistics and I don’t have 
examples but, yes, complicated 

bureaucracy encourages corrup-
tion and I’m sure that this ex-
ists in Serbia, without a doubt. 
I think that large companies 
face this problem much less 
than small companies, because 
almost all multinationals have 
their own codes of ethics and, 
therefore, simply won’t deal in 
a corrupted environment, but 
also because they have a much 
stronger lobbying power and, as 
such, will simply discuss their 
problems at a ministerial level. 
I think it’s more of an issue for 
small enterprises.

In the future the regulatory 
and bureaucratic environment 
should be such that there will be 
very few chances for such activ-
ity. The more we restrict them, 
the fewer the opportunities, the 
cleaner the business environment 
and the higher the efficiency.

► A judiciary and legal system 
that’s slow, outdated and lack-
ing relevant bylaws represents 
an obstacle to EU integration 
for Serbia. How are FIC mem-
bers managing to cope with 
these current conditions for 
doing business in Serbia? 
- When we look at judicial reform 
we can see that major steps were 
taken in recent years and I think 
we can talk more and more about 
some sort of independence for 
the justice system. The complexi-
ty of regulations, coming from the 
complexity of the former socialist 
system and the period of turbu-
lence in the 1990s, is not easy 
to change. As I mentioned, the 
transformation process is some-
times very hard to put into prac-
tice. It’s very easy to declare “we 
want new rules on construction 
permits”, as happened, but imple-
mentation is a different story. In 
this instance I think the authori-
ties often had all the best inten-
tions, but the applying of this sys-
tem was extremely complicated. 
This is where the country needs 
a lot of help: in terms of develop-
ing the right path to implementa-
tion and putting more effort into 
bringing the right decisions.

► Frequently amended laws, 
regulations and taxes have 
led to a situation where it’s 
very difficult to carry out pre-
dictable planning and imple-
mentation of projected busi-
ness strategies in Serbia. As 
the FIC President, what’s your 
message to the new Serbian 
government in terms of pri-
oritising measures that would 
advance the predictability of 
the business environment?

red tape and increasing the 
efficiency of administration, 
among other things. Why do 
you think this project has so 
far failed to bear fruit?
- The project of changing regula-
tions is about the transformation 
of a society and this is not simple 
to manage. It’s very easy to say 
that we want to change every-
thing in two or three years, but 
you can even see that the private 
foreign companies that came 
here needed years to implement 
their strategies, policies and 
procedures. Therefore, the regu-
latory guillotine is about being 
able to move people out of their 
comfort zone and change their 
habits, which is not easy. Let’s 
also not forget that the public 
sector employs a lot of people in 
Serbia and so there is always an 
issue of balancing the pace of re-
form and the depth of cuts in or-
der to minimise the pain of this 
transition process. In a country 
that has an official unemploy-
ment rate of over 20 per cent, it’s 
very hard to blame the state for 
keeping some people employed. 
And when you have this kind of 
public employment, people will 
always try to justify their posi-
tions and protect their jobs.

► It is, however, argued that 
oversized administration and 
bureaucracy provide a breed-
ing ground for corruption. To 
the best of your knowledge, 
what experiences have FIC 
members had with this often 
highlighted problem?
- We wouldn’t want to replace 
the justice process and we al-
ways encourage our members to 
address the competent authori-

We don’t 
believe so 
much in 
subsidies for 
either foreign 
or domestic 
investment, 
since there 
are other 
things the 
government 
could primarily 
conduct 
to attract 
investments

habits
The regulatory guillotine is about being 
able to move people out of their comfort 
zone and change their habits.

Corruption
Complicated bureaucracy encourages 
corruption and I’m sure that this exists 
in Serbia, without a doubt.

investors
The fact that there are still investors coming 
to Serbia is also partly a result of what the 
FIC has done in the last ten years.
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utilities. There’s such a wealth 
of potential investment, with 
proper use of the concession and 
public-private partnership laws, 
that I think there is a room for 
further investment in Serbia. The 
destination is attractive, but lots 
still has to be done and I think it 
is up to the Serbian government 
to show what they are doing to 
attract investors.

► Previous Serbian govern-
ments have spent a lot of mon-
ey on subsidies for investors, 
though the environment in 
which investors operate hasn’t 
changed that much. Do you 
think subsidies can compen-
sate for the losses sustained by 

investors as a result of ineffi-
ciency, legal system shortcom-
ings and corruption?
- The FIC believes that a level 
playing field is very important. 
We don’t believe so much in sub-
sidies for either foreign or do-
mestic investment, since there 
are other things the government 
could primarily conduct to at-
tract investments.

A decision to come to Serbia 
should not be based on short-
term measures such as subsidies 
– particularly when there are is-
sues of corruption and a lack of 
clarity regarding who receives 
subsidies and who doesn’t. A 
good environment, free of cor-
ruption, and good regulations, 
are crucial. Subsidies can come 
in later phase and it has been 

shown that in some sectors 
subsidies have done a good job 
– not least the construction sec-
tor, which has since been able 
to recover slightly as a result of 
subsidies. Moreover, if compet-
ing countries in the region are all 
giving subsidies for a certain sec-
tor, then Serbia must do likewise 
or face the prospect of not being 
competitive. However, a decision 
to invest shouldn’t ultimately be 
based on that.

► Over the past few years we’ve 
heard much criticism of Ser-
bia’s education system, which 
is failing to produce qualified 
and educated workers in sec-
tors requiring complex skills, 
modern business practices 
and IT knowhow. What is your 
view of this matter?
- I think Serbia generally has a 
good workforce, though they 
probably don’t have the neces-
sary soft skills when they leave 
high school or university. There 
has been a rush towards univer-
sity in recent years and fewer 
people are taking up profession-
al education courses, but this is 
by no means unique to Serbia. 
Spending more time understand-
ing how to develop the skilled 
workers of tomorrow is a must. 
Unfortunately there is no ready-
made solution and this problem 
exists across the western world.

► Regional stability is a pre-
requisite for investors seeking 
to come and develop region-
wide business systems. Do you 
think the region could become 
more consolidated, to repre-
sent something akin to a single 
market of 30 million people?
- It is absolutely clear that re-
gional stability is needed, but the 
countries are different and are 
developing differently. We are 
coming after a period of instabil-
ity when people want to accentu-
ate those differences to dem-

- Our message has remained 
the same for the last ten years: 
a stable business environment is 
in favour of investment. I think 
the Serbian governments of the 
past understood who they were 
competing against very well. I 
don’t believe that they think Ser-
bia is the perfect destination for 
foreign investments, but they 
realise that the very few foreign 
investors who have come here 
have a lot of opportunities in 
front of them. As such, creating 
a stable business environment, 
promoting a stable and solid im-
age and, I dare say, nurturing a 
Serbian brand deemed friendly 
and open to business, is critical.

► Serbia needs new investors 
in order to reduce the strain on 
an already overstretched bud-
get. Do you expect a realistic in-
flux of investment to be forth-
coming even if Serbia fails to 
start the EU accession process 
by spring 2013, which would 
indicate the faster resolving of 
this and other issues?
- I personally think it doesn’t 
matter if Serbia starts EU ac-
cession talks in the first or last 
quarter of 2013, because expec-
tations are that the accession 
process is going to be a long one 
– not only because of Serbia, but 
because of the turbulence within 
the EU itself.

► So EU membership candi-
date status is enough?
- It’s a sign. And I think what’s 
important for the Serbian gov-
ernment is that it shows consis-
tency on the path. They will start 
accession negotiations sooner or 
later, but it is very important that 
there is consistency in this pro-
cess. I think more foreign inves-
tors will come to Serbia, but a key 
point is continued privatisation. 
There are still lots of enterprises 
in public hands – both nationally 
and locally, in the form of public 

People are 
talking about 
a kind of Yugo 
Business 
Sphere 
representing a 
larger market 
but it’s hard to 
say if this will 
ever come to 
fruition
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to see any major changes to the 
Serbian investment environment 
before the end of 2012.

On the other hand, I see no 
reason not to be optimistic for 
2013, considering that the Ser-
bian political elite is showing un-
derstanding of the crisis Serbia is 
in and the need for reform. If the 
energy of the new government is 

directed towards tackling these 
issues, there’s no reason why 
2013 can’t be a very positive year.

► The FIC is using this year to 
further work on advancing the 
business environment. What 
are the new priorities incor-
porated into this year’s pro-
gramme?
- Some things change and some 
things stay the same. We have 
always talked about taxation and 
the effects of indirect taxation; we 
have always mentioned red tape. 
What’s new is the need to reduce 
the weight of the state sector in 
the economy. This doesn’t mean 
that everything has to be priva-
tised, but there are obvious sec-
tors in state hands which aren’t 
generally in state hands else-
where. That will help to bring 
new money, new energy and new 
dynamism to the economy.

► The FIC is set to establish a 
dialogue with the new govern-
ment, albeit it in totally differ-
ent economic surroundings 
compared to when the last gov-
ernment was formed. In your 

opinion what should the new 
government consider as its 
three most important and ur-
gent priorities?
- One priority has to be cash in the 
economy, because I think there 
is a distinct lack of liquidity in 
general and this is a very urgent 
issue needing to be addressed. 
Then there is the speed of re-
form, because I personally don’t 
doubt the desire of the govern-
ment to reform, but the pace is 
an issue. And thirdly, and linked 
to the pace of reform, is tackling 
employment issues. With un-
employment rate of more than 
20 per cent, this is an issue that 
must be addressed. 

► Bearing in mind everything 
so far discussed, in your po-
sition as president of the FIC 
– an association that brings 
together the most eminent in-
vestors in Serbia, employing 
over 89,000 workers – how do 
you envisage the future direc-
tions to be taken by foreign 
investors during the continued 
economic downturn; do you 
expect more redundancies?
- I’m an optimist, so first of all I 
hope not. On the other hand, as 
you said, we are a large organi-
sation covering a lot of sectors, 
some of which function and 
some of which do not. Some busi-
nesses will choose to restructure 
or even close and leave, but this 
is normal. So, I would be more 
worried about retaining false 
employment than shutting down 
companies that are not profit-
able. I think that most of the in-
vestors who are here are here for 
the long-term. I do believe that 
our members will create more 
jobs and further contribute to the 
development of Serbia. In fact, I 
believe that in the future we are 
going to get more members, be-
cause I am optimistic about the 
future of development of invest-
ment generally in Serbia. ■

onstrate why a given country 
is unique, though for sure a mar-
ket of 30 million consumers is 
more desirable than one of 7.5 
million. Nevertheless, people 
are talking about a kind of Yugo 
Business Sphere representing a 
larger market but it’s hard to say 
if this will ever come to fruition.

► We often hear complaints 
about the lack of transparency 
of public procurements, ten-
ders and other state-controlled 
activities. Do you think domes-
tic and foreign investors receive 
equal treatment in Serbia?
- I think the complaints regard-
ing public procurement are well 
founded and the European Union 
is working very diligently on this 
issue, which is also linked to cor-
ruption. The most important 
element is the transparency of 
the system and also a lack of dis-
crimination between foreign and 
domestic players.

► What are the FIC’s expecta-
tions of the new government 
as we head towards autumn 
and do you have projections 
regarding economic stability 
in 2013?
- I think everybody has expecta-
tions of a brighter future. There 
are two things: first is the Euro-
pean context, because Serbia is 
in Europe and is linked to it, and 
whatever is going on in Brussels 
and elsewhere in the EU implic-
itly effects what is going on here; 
secondly is the local political and 
economic environment, because 
the slow process of forming a 
new government that was seen, 
does not help promote optimism 
about the end of 2012. This is 
because September is almost the 
end of the year for most inves-
tors and, with the holiday season 
before that and the formal estab-
lishing of the new government 
just recently happened, I think 
it’s safe to say we’re not going 

I see no 
reason not to 
be optimistic 
for 2013, 
considering 
that the 
Serbian 
political elite 
is showing 
understanding 
of the crisis 
Serbia is in and 
the need for 
reform
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comment DiMitrije Boarov, Commentator

H
alfway through 
2012 Serbia is 
facing a deep eco-
nomic crisis with 

no end in sight, as it seems 
that the new political coali-
tion that came to power af-
ter parliamentary and presi-
dential elections does not 

have a clear and realistic plan how to get the country back on the 
road to progress and development. Prior to the elections it accused 
transition of causing Serbia’s problems, but it remains to be seen 
whether this conservative/populist elite can really decide to return 
to the system of state socialism and whether it will have enough 
political power for such a radical change.

Poor economic forecasts are coming one after another. Thus, 
according to National Bank of Serbia director Branko Hinić, this in-
stitution has again broken GDP estimates for 2012, with an annual 
increase of 0.5 percent to minus 0.5 percent – which immediately 
lowered the forecast for GDP growth in Serbia in 2013 from three 
to 2.5 percent growth – which, in the context of current economic 
and political circumstances, still seems overly optimistic.

Moves announced for autumn by the new Serbian government, 
led by Socialist party Prime Minister Ivica Dačić, are far from the 
pre-election and promotional promises of some sort of policy of 
“development coupled with savings”, which were launched in the 
European framework by French President Oland. This is because 
the large budget deficit, which this year, according to all estimates, 
will exceed 200 billion dinars (which, therefore, is likely to be in 
excess of €2 billion), simply leads economic policy leaders to the 

last resort of further borrowing from abroad, increasing fiscal du-
ties, thus making even greater savings on public sector salaries and 
pensions. In this regard, it should not be forgotten that public debt 
has already surpassed 50 percent of GDP and that the current ac-
count deficit by year’s end is expected to be around €3.1 billion 
(which means that the current account deficit will again jump by 
10 percent of GDP).

Quite simply, the new party coalition in government won the 
elections by rejecting savings as the basic policy formula for the 
coming period, but as soon as it took over the reigns of power 

it was forced to take precisely this opposite policy of increas-
ing taxes and savings. The problem is that such a last resort will 
continue to hinder any economic boom on the internal market, 
which has already been crushed by this perennial recession in 
industry and the construction sector, all of which is made more 
dramatic by the problem of extremely high unemployment (at a 
rate that is already above 25 percent). The mentioned “defiling” 
of the new Serbian government – between the dream of manag-
ing development and the reality that requires crisis management 
– further “narrows” the urgent need for Serbia to restore close 
cooperation with the International Monetary Fund, which was 
explicitly rejected prior to the elections. Alongside al of this, dur-
ing the summer of 2012 international rating agencies (S&P and 
Fitch) lowered Serbia’s already poor position on international 
financial markets by one degree - which leads to the conclusion 
that these agencies do not believe there will be a speedy settle-
ment between Serbia and the IMF – as the starting positions of 
both sides are, for now, in conceptual conflict. And Serbian does 
not even have enough money for current spending, let alone for 
required public investments.

Everyone is scared that in the next year the “stagflation proc-
ess” will become a vampire, because announced increases in VAT 
and other taxes, as well as excise duties, will have a necessary pro-
inflationary impact. That is why the Serbian government is sup-
pressing all needs to raise prices of electricity, gas and utilities, 
relying on the notion that in this time of crisis, with a new cycle of 
devastation of state capital, they should ease the position of citi-
zens (which used to work for Milošević). That pathological “mon-
etisation of state capital” through uneconomical prices of goods 
and public sector services, replaces the unpopular and stigmatised 

privatisation of the public sector – which the new govern-
ment coalition explicitly rejected in the prime minister’s 
inaugural address (at the end of July this year).

The first move of the new Serbian government was to 
take over total control of the central bank (National Bank 
of Serbia) in order to use the policy of “stabilisation” of 
the dinar exchange rate to “donate” to importers (with-

out which there is no domestic production) and further indebt en-
trepreneurs and citizens with loans with foreign currency clauses, 
on the account of foreign currency reserves. This is a risky move, 
considering that those reserves equate to a gross amount of over 
€11 billion – in net amounts (from less than €6 billion), only cover 
three-months worth of imports, which is the standard level of eco-
nomic practices.

All in all, Serbia’s prospects in the next year are not good, and 
as yet there is not a good plan to at least slightly alleviate the many 
problems, which, of course, makes every bad situation even worse. ■

Everyone is scared that in the next year the “stagflation 
process” will become a vampire, because announced 

increases in VAT and other taxes, as well as excise 
duties, will have a necessary pro-inflationary impact

Bleak horizon
serBia’s eConoMiC prospeCts
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if the government has accepted over half of 
the FiC’s recommendations but only executed 

a third, then there is a high level of inefficiency 
within the state administration system

Efficiency  
issues

new laws were passed by the Ser-
bian Parliament between 2008 and 
2011, we in the investment com-
munity feel that many laws have 
not been followed through with 
the proper bylaws.

Another area where we think 
the government could and should 
have done more is the red tape. 
We still think that there are many 
topics in the state administration 
that create unnecessary difficul-
ties for business.

The third area we recently iden-
tified as a problem zone was that 
the prior government suddenly 
passed new laws without any prior 
consultation with other organisa-
tions. A prime example of this oc-

curred in December 2011, when 
the government passed 70 new reg-
ulations in a period of around two 
weeks. This caught many investors 
by surprise and they could not ad-
just to the new rules by the start of 
2012. Such actions reduce compa-
nies’ planning ability over the long 
term and that creates problems.

► Presumably the government 
had to pass these laws to sat-
isfy some international require-
ments of transition.
- The FIC does recognise and ap-
preciate the need to pass new laws, 
because Serbia is on its journey 
towards EU accession and intro-
duces laws to meet the expecta-
tions of EU accession negotiations, 
but we think that passing laws on 
their own is not enough. After you 
pass a law, the next step is to is-
sue a bylaw, then the next step is 
to create organisation within the 
state administration that ensures 
they have enough capabilities to 

G
abor Bekefi, Vice Presi-
dent of the FIC and CEO 
of Carlsberg SEE, is 
concerned that Serbia’s 

state administration is not as effec-
tive as it should be and is not con-
sidering  foreign investors recom-
mendations as much as it should. 

► You’ve been an FIC official for 
the past two years. What do you 
think has changed over that time 
in terms of business conditions 
for foreign investors?
- The way we judge how conditions 
change at the FIC is whether or not 
those conditions benefit the pre-
dictability of business. From that 
perspective, we do think that the 
previous government could have 
done more in terms of creating  
predictability and transparency of 
business environment. 

There are three areas that I 
wish to highlight. One is the cre-
ation of new laws and their adap-
tation to the reality. Although 800 

regulations
Currently our 
greatest area of 
concern is in the 
area of labour 
regulations.

If the government has accepted over 
half of the recommendations but only 
executed a third, then there is a high 
level of inefficiency within the state 
administration system

GaBor Bekefi, FIC Vice President, Patron of the FIC Legal Committee, CEO of Carlsberg SEEIntervIew
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this process?
- Within this project, FIC submitted 
over 120 recommendations to the 
Serbian government. More than 
half of those recommendations 
were accepted, so that’s a positive 
outcome. Less positive, though, is 
the disappointing fact that only a 
third of those recommendations 
have been implemented. Here I 
again make the point that if the 
government has accepted over 
half of the recommendations but 
only executed a third, then there is 
a high level of inefficiency within 
the state administration system. 
We think that this should change 
in the future.

► Complicated bureaucracy 
and red tape breed corruption 
– from the local level right up to 
the highest echelons. What do 
you think is the key to solving 
this problem, which is also often 
highlighted by EU officials?
- I can only reiterate the need for 
bylaws. We at the FIC do think 
that if there were more precisely 
set rules and regulations it would 
allow less free interpretation by 

members of the state adminis-
tration. Setting more clear rules 
and procedures would create less 
space for corruption. 

However, when you create a 
more robust system you have to in-
crease the capabilities of staff. With 
so many new laws being created, 
the government needs to realise 
that it can only implement these 
changes once it has trained and 
educated its people. This should be 
part of the fight against corruption. 

► EU officials have reacted 
strongly to recent judiciary re-
forms carried out in Serbia. How 
does the FIC view this matter?
- The FIC believes that the reform 
is necessary and that it must be 
carried through, because it’s part 
of a modern state and adminis-
tration. We think that the most 
important issue these days is the 
reappointment of judges and the 
process of how they are reap-
pointed, as well as the increase in 
the number of judges to create a 
sufficient number of experts deal-
ing with legal matters. 

From the perspective of the 
public, one of the most critical 
aspects of the change to the ju-
diciary system is that it must be 
more accessible online by a larger 
number of people. When you go 
to court you may find long queues 
and an inefficient way of settling 
legal cases.

► You’re suggesting the ability to 
track the progress of a specific 
case online? 
- Yes, but at the same time I think 
progress has been made here on 
law enforcement, in the sense that 
deadlines have been set regarding 
how fast judges need to make 

execute, both in numbers and in 
terms of brainpower, meaning that 
the system is behind it. Only when 
this is all done together can we talk 
about the successful implementa-
tion of a new law.

► Aside from these issues, what 
were the other most significant 
FIC complaints discussed with 
the government over recent 
years and what positive results, 
if any, were forthcoming?
- We have had fruitful discussions 
and an alignment process with the 
government and we still think it’s 
successful. On the positive side, 
our points of view were consid-
ered, accepted and incorporated 
into energy legislation in Serbia, 
then the real estate legislation also 
reflected some of our feedback, 
as did the law on Capital Markets, 
Enforcement and Security and last 
year’s new Company Law. Howev-
er, implementation of those regula-
tions is crucial in order to achieve 
their full effects in practice.

Currently our greatest area of 
concern is in the area of labour 
regulations. Though international 
investors respect the labour regu-
lations of the host country, they 
have their own systems and ex-
pectations and would like labour 
regulations to be flexible, so that 
they can hire people, and, accord-
ingly, motivate and incentivise 
their staff or, where necessary, re-
duce their workforce.

► You mentioned red tape and 
the so-called “regulatory guil-
lotine” has been discussed by 
the FIC and progressive Serbian 
governments over a number of 
years. Do you know of any tangi-
ble positive results yielded from 

The lack of 
a thorough 
legislative 
environment 
is creating 
a lot of 
inefficiencies 
in the system 
and a lack of 
transparency 
and 
predictability 
makes foreign 
investors 
unsure when 
it comes to 
deciding 
whether or not 
to invest in 
Serbia

Predictability
The way we judge how conditions change at 
the FIC is whether or not those conditions 
benefit the predictability of business.

topics
We still think that there are many topics 
in the state administration that create 
unnecessary difficulties for business.

aspects
One of the most critical aspects of the change 
to the judiciary system is that it must be more 
accessible online by a larger number of people.
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liament is passing groundbreak-
ing new legislation that differs 
markedly from the old system then 
people from the state administra-
tion first need to be trained. That 
knowledge can be updated over 
time, but first you need training on 
a whole different set of rules. 

As a comparison, when we 
install new production technol-

ogy we always send our people 
on training courses or invite the 
manufacturer of the technology to 
come and hold an official training 
presentation. Then, on an annual 
basis, the operators attend one- or 
two-day educational classes to en-
sure their knowledge is kept up to 
date. This is essential.

► How do FIC members cope 
with the current fact that legal 
processes are drawn out over 
years in Serbia? 
- With difficulty, because they 
waste a lot of effort and energy and 
direct their focus of attention away 
from business. One or two isolated 
situations is not a problem, but 
here in Serbia it appears that legal 
proceedings occur in a significant-
ly greater scale and number than 
is the case in some other countries 
of the region. That, coupled with 
the length and complicated proce-
dures, creates unnecessary costs 
for businesses.

► As Carlsberg CEO for the SEE 
region, how would you say that 
the business climate in the other 
countries of the region differs 

from that of Serbia?
- The countries of southeast Eu-
rope that I work with are at differ-
ent levels of accession to the Euro-
pean Union, so they are at different 
stages of the same journey towards 
integration into a larger common 
market. As such, they reflect a dif-
ferent level of readiness for Euro-
pean standards in the legal envi-
ronment. I think Serbia has made 
progress over time, but countries 
that are now becoming EU mem-
bers, or joined in the past decade, 
do have a more advanced, balanced 
and transparent regulatory envi-
ronment and, therefore, it is easier 
to do business in those countries.

► There’s much talk of consoli-
dating the markets of the region 
to create a single market of 30+ 
million consumers with similar 
cultures, habits and languages. 
Could this really happen and, if 
so, would it contribute to the ef-
ficiency of doing business and 
attracting investors?
- When you look at the EU in an eco-
nomic sense, the fact that there are 
no borders and a simplified proce-
dure for the transportation of goods 
and services ensures that much in-
efficiency is removed. As such, I be-
lieve that as the different countries 
of the Balkans move towards EU 
accession and the common market, 
they will remedy inefficiencies in 
their own systems and companies 
operating in these countries will 
find it easier to do business. 

I also think that Serbia has 
quite an advantageous position 
in that process, because it is in 
the middle of the region, has im-
proving infrastructure, a good, 
well-educated labour force and 
relatively low costs compared to 
other countries on the Balkan Pen-
insula. This all predicts that Serbia 
should come out of this transition 
as a winner, as long as there is very 
clear political will and an execu-
tion power to do the right things 
on that journey. ■

decisions, which in turn helps 
the predictability of how long a le-
gal process might take.

► As you mentioned, Serbia has 
introduced a substantial num-
ber of laws during the process 
of harmonising regulations with 
the EU but, again as you men-
tioned, a lack of relevant bylaws 
leave the impression that this 
legislation is ineffective and the 
state is inefficient. How does this 
influence the operations of for-
eign companies in Serbia?  
- The FIC has observed ineffi-
ciencies in the work carried out 
in a couple of areas, which were 
brought to our attention by mem-
bers. Examples include quality 
checks in the phytosanitary certifi-
cation process, or competition pro-
tection as well as in taxation field. 
These are areas where we have 
new regulations and where judges 
and state administrators lack suf-
ficient knowledge of the new laws 
when they are passed. That’s why 
I also think judges have to be well 
trained on commercial issues and 
taxation issues, as many of these 
areas are very new in Serbia. The 
government must find a way of 
educating these experts in timely 
manner, because if they fail to do so 
companies will become entangled 
in long legal proceedings against 
the state, or against each other, 
and those inefficiencies reduce the 
focus on value creation for Serbia 
and the companies themselves. As 
such, the lack of a thorough legis-
lative environment is creating a lot 
of inefficiencies in the system and 
a lack of transparency and predict-
ability makes foreign investors 
unsure when it comes to deciding 
whether or not to invest in Serbia.   

► You think judges and institu-
tional staff should be constantly 
undergoing systematic retrain-
ing to handle new legislation?
- Yes, but I would take it from a step 
before and say that when the par-

I think judges 
have to be 
well trained on 
commercial 
issues and 
taxation 
issues, as 
many of these 
areas are very 
new in Serbia
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“i would say that serbia is facing big 
challenges when it comes to shaping serbia 
as a modern society, defining the role of the 
state, handling public debt and the potential 
for future indebtedness versus productivity 
gains” says Goran Pitić

Challenges ahead

2000, particularly 
on the fiscal side, 
with a number of 
unnecessary laws 
removed on the fis-
cal side that were 
making the system 
lack transparency 
and efficiency. 
Then the financial 

and banking sector overall was 
consolidated and privatised and I 
really believe that today this is one 
of the anchors of our solid society. 
So, the overall structure was more 
or less changed and some other 
issues were tackled, like systemic 
based corruption. Education was 
also significantly reformed to pro-
vide investors with a skilled labour 
force instead of just a cheap one. 
I think corruption is really one of 
the key problems that the system 
is facing today – both at the level of 
systemic corruption and at the lo-
cal level, which is one of the biggest 
issues. The second failing to date 
is the professionalization of pub-
lic enterprises. Unfortunately, we 
have witnessed the asset stripping 
of number majority state-owned 
enterprises that have left a shell of 
a company and not much else. This 

is happening in the construction, 
infrastructure and health sectors, 
as well as within other companies 
that lack good corporate gover-
nance and are mostly driven by po-
litical parties. That leads us to the 
third issue, which is the extremely 
significant impact of political par-
ties on business and the overall 
system, which I think is undoubt-
edly jeopardising market develop-
ment. According to reports, mis-
takes have also been made in the 
reform of the judiciary and these 
days we are seeing the overturning 
of some earlier decisions and in-
terference of high judicial authori-
ties that is bringing uncertainty 
to the system. I would also say, as 
a professor, that before and dur-
ing the crisis not much emphasis 
was given to continuing reform of 
the education system and culture, 
which are actually the essence 
of the long-term development of 
Serbia – in the sense of bringing 
more competitiveness, innova-
tions, creativity etc. And on top of 
that I would say that we are still in 
a vicious circle of believing that we 
need protection instead of compe-
tition. Our mindset is such that we 
still feel we should have this argu-

G
oran Pitić, a banker 
and former minister of 
Serbia’s first post-2000 
government, is vastly 

experienced on the Serbian market. 
He is cautiously optimistic that the 
country can succeed in becoming 
the number one destination for do-
ing business in the region, provided 
the new government takes the right 
steps to create efficient system.

► You are one of the veterans of 
the ten-year history of the For-
eign Investors Council. When 
you look at the development of 
the Serbian economy from the 
year 2000 onwards, what do you 
think were the key positive steps 
and mistakes made?
- I think that one of the most im-
portant things that happened since 
the democratic change in October 
2000 was the reorientation of po-
litical parties and the whole soci-
ety towards the European Union. 
Second was the massive clean-
up that took place after the year 

important things
one of the 
most important 
things that 
happened since 
the democratic 
change in october 
2000 was the 
reorientation of 
political parties 
and the whole 
society towards 
the Eu.

Before and during the crisis not much emphasis was given to 
continuing reform of the education system and culture, which are 
actually the essence of the long-term development of Serbia

Goran pitić, FIC Vice President, President of the BoD of Societe Generale Bank SerbiaIntervIew
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we all have to be alerted to the fact 
that we have passed the public debt 
threshold of 45 per cent of GDP 
that we all agreed was the most we 
could allow ourselves. Today we are 
witnessing pressure coming from 

the high burden on the fiscal side, a 
fairly significant chunk of our bud-
get is supposed to be used to pay off 
interest on the debt. So, we have to 
find the money and today there’re 
major problems of liquidity and sol-
vency. The state is late in paying its 
obligations, meaning huge illiquid-
ity problems for companies dealing 
with the state. This is a big problem 
and should be a major priority, in 
terms of planning when state dues 
will be paid so companies can plan 
their business dealings.

Increasing exports is also vital 
for us as a stabiliser of the mar-
ket and a driver of growth. And 
then there is the question of how 
to stimulate SME development 
and how to enhance the system. 
Then there is the easing of doing 
business in Serbia and improving 
the overall business environment, 
which is essential if we are to at-
tract much-needed FDI.

If the new government realises 
that it must restructure public fi-
nances, must start spending money 
efficiently, must ease doing business 

in Serbia, providing more predict-
ability, stability and transparency, 
must depoliticise public companies 
and place business at the fore, then 
we are on the right track.

► You have been advocating more 
responsible management of pub-
lic resources. The example of 
Agrobanka, partly owned by the 
state, raises the question of how 
efficiently public resources are 
managed in the atmosphere of 
politically-appointed positions.
- There are different stakeholders 
in this game, one of which is the 
state – particularly in the areas 
where the state has its capital. I 
would have to say again that the 
system has produced a way of be-
having that certainly isn’t produc-
tive and efficient because people 
are not chosen as a result of their 
qualifications but rather as a result 
of personal or political affiliations.  
Crucial issue is to link manage-
ment of public resources and man-
ager’s responsibilities. I think this 
is a crucial weakness in the system 
that unfortunately produced the 
situation at Agrobanka, though this 
is by no means an isolated incident.

► Do you think that the new gov-
ernment will be able to avoid 
typically populist measures 
which are directly destabilising 
fiscal policy, from pension in-
creases to subsidies for public 
enterprises?
- Let’s give the new government a 
chance and see what they will do. 
It’s good news that the government 
was formed and therefore I would 
expect some new initiatives and I 
can say that we at the FIC will try 
to be a partner to the new govern-
ment, in the sense of providing 

ment of an infant industry that is 
still fragile and needs protection 
instead of being more open to com-
petition, which is actually how pro-
ductivity and efficiency are raised. 
Summing up all of this, I would say 
that Serbia is facing big challenges 
when it comes to shaping Serbia as 
a modern society, defining the role 
of the state, handling public debt 
and the potential for future indebt-
edness versus productivity gains. 

We are in the midst of some 
dilemmas and I think the govern-
ment should focus on trying to 
improve the transparency of pro-
cesses, corporate governance, the 
predictability of the system and 
not overburdening business with 
surcharges and new taxes that def-
initely violate the conditions busi-
nesses have been planning for the 
years ahead. The government also 
has to try to understand where 
the limits of subsidies are and fol-
low an FDI-driven policy to really 
improve the business environment 
and carry out public administra-
tion reform, which is also a field 
lacking significant results.
 
► The Fiscal Council had to alert 
the nation about high public 
debt in order to gain an under-
standing of the seriousness of 
the economic situation in Ser-
bia. What are the most impor-
tant components of the econom-
ic downturn in Serbia? 
- The situation is serious enough 
that someone has to carry out a 
thorough clean-up of inefficien-
cies in the system. I think it’s very 
relevant that the Fiscal Council has 
announced its analysis and I would 
say that it’s certainly correct. It’s 
very important to start from a good 
diagnosis and in that sense I think 

The state is 
late in paying 
its obligations, 
meaning huge 
illiquidity 
problems for 
companies 
dealing with 
the state

Management
Crucial issue is to link management 
of public resources and manager’s 
responsibilities.

Fiscal Council 
It’s very relevant that the Fiscal Council 
has announced its analysis and I would 
say that it’s certainly correct.

Banking
The banking sector is one of the anchors of 
stability in Serbia and one that contributes 
to us surviving the crisis period.
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► The Serbian banking sec-
tor has been the backbone of 
the Serbian economy for years. 
Almost every single European 
country has been investing a lot 
of effort into sustaining their 
banks in order to protect the 
economy and the population. 
What is the case in Serbia?

- The banking sector is one of the 
anchors of stability in Serbia and 
one that contributes to us surviv-
ing the crisis period without caus-
ing extra problems for the system. 
Unfortunately, the banking sector is 
still very fragmented and requires 
consolidation – 33 banks is obvi-
ously too much for this system. Also, 
the state owes significant amounts 
of funds to many companies and it’s 
difficult to predict when it will de-
liver; and that there are problems 
being brushed under the carpet in 
the sense of a few potential “bombs” 
or “volcanoes” in the system. All of 
these things place pressure on the 
banking sector, but our banking 
system is far away from the banking 
systems outside of this region and 
that’s why it’s very sensitive when 
there are attacks on the banks and 
attempts to place them on the same 
footing as banks elsewhere.

► Despite this situation, a large 
international bank recently set 
up its operations in Serbia and 
there are hints that Deutsche 
Bank might come to Serbia 
through the acquisition of Ko-
mercijalna Banka. Do you expect 
imminent changes to happen 

in the structure of the Serbian 
banking sector?
- I don’t know what Deutsche Bank is 
planning, but every new investment 
that can contribute to good corporate 
governance through its reputation 
and its business links is, of course, 
more than welcome in Serbia.

I do hope that in the future 
we will have better protection of 
shareholders and a better under-
standing of perhaps how to merge 
some of the banks that are still 
partly state-owned.

► Both domestic and foreign 
experts are projecting a very 
depressing autumn and winter 
in Serbia and the region. What 
is your view of Serbia’s future 
development with the new gov-
ernment at the helm and huge 
challenges ahead?
- We cannot expect too much to 
happen this autumn based on the 
measures being taken by the gov-
ernment, because it’s such a short 
space of time. Growth is important 
because it’s an issue of employment, 
budget revenue and stability in the 
system, but even more important 
is the structure of GDP growth and 
where the drivers of this growth are 
for the long-term future. I think the 
government should divide its efforts 
on two sides: short-term measures 
that can bring a type of stability to 
the system, create strong efforts 
and send a strong signal regarding 
public finances, inflation and some 
measures that can help companies 
that are having liquidity issues. 
There should be efforts on the side 
of creating a friendly environment, 
which are not costly, can be done 
fairly quickly and could help Serbia 
to become the most competitive 
country with regard to conditions 
for doing business.  But we have 
to think also about improving our 
educational system, enhancing the 
role of science, innovation, compe-
tition that would enable Serbia to 
modernize its economy and society 
in the sustainable way. ■

them with a list of things that 
we think could contribute to creat-
ing the desirable environment for 
doing business.

► What is your view of the pro-
posals for higher VAT and what 
will be the positive and negative 
effects of this decision, which is 
also endorsed by the IMF? 
- From the point of view of the FIC, 
we do not enter the realm of policy 
decisions and it is up to the govern-
ment to define whether or not it is 
a good policy. Experience shows, of 
course, that raising VAT increases 
pressure on prices and there’s no 
doubt that happenings in Croa-
tia and Romania are leading us to 
wonder if we should do this or not. 

There is also the issue of tax 
elasticity and the question of 
whether tax increases are going to 
crowd out some regular tax pay-
ments in the grey economy. So, it’s 
a question of whether this is the 
solution or whether the govern-
ment should opt for more business 
by restructuring the tax side.

► You have spoken on several 
occasions about an inadequate 
structure and inefficiency of 
the state which are some of the 
causes of Serbia’s “miserable sit-
uation”, as The Economist puts it. 
What priority measures should 
the new government devise on 
this matter?
- I’ve already tackled some of them, 
but again I’d mention public pro-
curement – both as an issue of effi-
ciency and one of corruption. Then 
there’s the efficient usage of exist-
ing funds and I think there has to 
be a project management unit just 
to look after usage of these funds, 
which would both raise efficiency 
and save money. The third mea-
sure, again, is keeping political par-
ties out of public enterprises. There 
is also the subsidy policy and in this 
context we have to see how long 
they last, where the limits lie and 
how efficient those subsidies are.

I do hope that 
in the future we 
will have better 
protection of 
shareholders 
and a better 
understanding 
of perhaps how 
to merge some 
of the banks that 
are still partly 
state-owned
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one project of the Ministry is to reduce procedures 
and allow potential investors to bid for a particular 
location, and then gain all necessary permits under 
the shortest possible deadlines

reduce Procedures  
– increase Efficiency

vesting in Serbia’s energy sector 
has always been huge. Unfortu-
nately, my predecessors were 
more concerned with announce-
ments of billion-euro investments, 
while the result is different. Not 
a single facility in the energy sec-
tor has been built in Serbia for 
the past 25 years. Although a Law 
on Energy exists, as well as addi-
tional bylaws, not many projects 
have been realised. The Ministry 
of Energy, Development and Envi-
ronmental Protection actually sees 
investment in clean and renewable 
energy as one of the priorities of 
investment, and we are preparing 
a document, Plan for the priorities 
of investment in the energy sector 
of Serbia, which will be presented 
to potential investors, the media 
and the public in Serbia.

The main reason for this docu-
ment is that in the previous period 
the state guaranteed for loans with 
which they funded projects that 
are not a priority, instead of for 
projects that can achieve energy 
security for Serbia, which is the 
central task of this ministry.

► You have criticised the work 
of electricity dsitributor EPS on 
several occasions. What chang-
es do you plan to realise when 
it comes to this big system and 
where do you see the role of EPS 
in the development of the Ser-
bian energy sector, considering 
that the privatisation of this en-
ergy giant is often mentioned?
- Public company EPS now finds it-
self in serious economic and finan-
cial strife, and what the Ministry of 
Energy, Development and Environ-
mental Protection will do is pledge 
to change the ways of managing 
this and all other public companies 
in the energy sector.

This certainly doesn’t mean 
that EPS will be privatised, but 
besides the rationalisation of op-
erations, the corporatisation of 
EPS will be performed and spe-
cial attention will be focused on 
clear plans for development and 
investment. EPS is a company that 
should have been the driving force 
of development, not something 
that hinders the development of 
the country. Introducing order, 
clear criteria, as well as measur-
able indicators of the success of 
operations, are some of the princi-
ples with which we will manage it.

► There are a number of projects 
related to the launch of wind en-

T
he newly formed Minis-
try of Energy, Develop-
ment and Environmental 
Protection is certainly an 

address recorded in the notebooks 
and plans of many foreign inves-
tors. Although rich in all energy 
sources, Serbia has not invested in 
the energy sector for a long time. 
Minister Zorana Mihajlović an-
nounces major changes to the en-
ergy and environmental protection 
sector, the adoption of numerous 
laws and bylaws and the improving 
of the efficiency of communication 
with potential investors.
  
► Foreign investors show great 
interest in investing in the Ser-
bian energy sector, partcularly 
in the production of "clean" en-
ergy. To what extent is existing 
infrastructure ready to accept 
these projects and where do you 
see the priorities in the field of 
foreign investment in the Ser-
bian energy sector?
- The interest of investors in in-

investment
not a single 
facility in the 
energy sector 
has been built 
in serbia for the 
past 25 years.

Launching new investments in the Serbian 
energy sector is one of the priorities of 
the Ministry of Energy, Development and 
Environmental Protection

Zorana Mihajlović, Serbian Minister of Energy, Development and Environmental ProtectionIntervIew
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for Serbia to welcome independent 
producers of electrical and thermal 
energy. It is in the interest of Serbia 
to have enough energy, while the 
potential capacity of small hydro 
plants alone is 455 MW.

► Do you think in the foresee-
able future it is realistic to re-
alise an oil shale project, or was 
that merely one of the pre-elec-
tion campaign platitudes?
- Oil shale has significant energy po-
tential in Serbia. In addition to large-
scale investment, modern technol-
ogy is required for exploitation. The 
ministry of energy, development 
and environmental protection will 
support the selection of consultants, 
then after that I hope that not only 
the region around Aleksinac will 
be developed, but that this will be 
a comparative advantage of Serbia.

► The government's decision 
not to sell PC "Resavica" was 

ergy production, small and me-
dium-sized hydro plants, biogas 
etc., which foreign investors are 
interested in. Is Serbia ready in 
these conditions to monitor and 
implement initiatives eminating 
from abroad?
- Investing in renewable energy is 
one of the priorities of the work of 
the ministry, but also a great chal-
lenge. Serbia is not only rich in bio-
mass, but also the energy potential 
of small water flows, wind energy, 
solar and particularly geothermal 
energy. Opportunities exist, as do 
laws and bylaws. What did not ex-
ist, but now does since the forma-
tion of the new government and 
this ministry, is the political will 

Laws
Although a Law on Energy exists, as 
well as additional bylaws, not many 
projects have been realised.

EPs 
Public company EPS now finds itself in 
serious economic and financial strife, so the 
ministry will change the way it is managed.

thermal energy
In Serbia today not one waste disposal site 
meets EU standards, so waste cannot be 
used in the production of thermal energy.
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ing on the introduction of cheap 
two-hour tariffs during the day 
for the citizens of Serbia, but will 
also launch a complete change of 
the tariff system that has proven 
inadequate for today’s situation in 
the energy sector, especially con-
sidering that the tariff rates meant 
those who consume the most elec-

tricity were privileged to pay for 
it at low prices. The task of every 
energy minister, including me, is to 
ensure conditions whereby there 
is sufficient energy, but at sustain-
able prices or rather prices that the 
majority of the population and the 
economy can afford.

► How far is Serbia from the 
wider use of alternative energy 
sources; how much would that 
cost and how much time would 
it take to prove profitable?
- Alternative energy sources can-
not solve the problems of energy 
security, but can increase it to a 
higher level, as in any other coun-
try in the world. Serbia has a po-
tential that is not being utilised. 
Opportunities are especially good 
for heating plants in Serbia that 
today mainly use gas, oil and coal 
instead of, for example, using bio-
mass and at the same time being 
cogeneration plants and producing 
both electrical and heating energy.

► When it comes to the environ-
ment, it seems that recycling 
waste is one of the untapped re-
sources that could also be of in-
terest to investors. Do you have 

any plans in this regard?
- Recycling centres are one of the 
priorities in protecting the envi-
ronment, as a method of waste 
management. Like in the countries 
of the EU and the neighbourhood, 
we will define what percentage of 
waste needs to go for recycling, 
but the criteria for opening recy-
cling centres will be changed and 
it will be clearer and more verifi-
able, while the results will be mea-
surable. Waste management is a 
special area that has been more 
spoken about than worked on. In 
Serbia today, unfortunately, not 
one waste disposal site meets EU 
standards... not to mention that 
waste cannot be used in the pro-
duction of thermal energy.

► Foreign investors insist on 
improving the business envi-
ronment, reducing bureaucracy 
and corruption and developing 
more efficient operations. What 
contribution to these initiatives 
could be realised during your 
term?
- Besides the fact that I think that 
this ministry will be able to be 
more efficient than the previous 
one, precisely because it has con-
solidated energy and environmen-
tal protection, one of the projects 
we will launch is to reduce proce-
dures. For example, today some 27 
permits are required for the con-
struction of a small hydroelectric 
plant, while the average time that a 
potential investor needs to acquire 
them is measured in years! In addi-
tion to enabling potential investors 
to compete for specific locations, 
the ministry will also prepare reg-
ulations that will provide all the 
necessary permits for interested 
investors.

It is in Serbia's interests to gain 
new facilities as soon as possible, 
be they for the use of renewable 
sources of energy, the opening of 
new mining fields, as well as the 
construction of large capital facili-
ties for electricity, oil and gas. ■

met with opposing views in 
public. What tipped the scales 
in the decision for that company 
not to broken up and not to be 
privatised?
- Public company PEU Resavica is 
an enterprise that has its own role 
not only in the development of the 
region, but also in the future energy 
balance of Serbia. Estimates show 
that new reserves have also been 
discovered in Rembas, with which 
the Svilajnac thermo plant will be 
supplied. There are additional co-
operation opportunities for work 
with the surface mine at Kostolac, 
where surface mining operations 
are closed, but were underground 
exploitation is beginning. And this 
work can be performed precisely 
by Resavica.

► What are your ministry’s pri-
orities when it comes to the en-
ergy sector and environmental 
protection?
- Launching new investments in 
the Serbian energy sector is one 
of the priorities of the Ministry of 
Energy, Development and Environ-
mental Protection, as well as mine, 
as minister. What we will work on 
specifically are transparent pro-
cedures and the predictability of 
operations, not only in the minis-
try, but also in the work of public 
enterprises, while that which we 
will fight against in particular is 
corruption. Corruption has taken a 
billion Euros away from the energy 
sector, which is why we are now 
a country that consumes several 
times more energy than our neigh-
bours, because we have not dealt 
with energy efficiency and are a 
country where electricity is im-
ported instead of being produced. 
Someone has made money off the 
citizens of Serbia.

► You have announced a change 
in the tariff system for calculat-
ing electricity charges. How will 
the new system look?
- Our ministry is currently work-

It is in Serbia's 
interests to gain 
new facilities as 
soon as possible, 
be they for the 
use of renewable 
sources of 
energy, the 
opening of new 
mining fields, 
as well as the 
construction 
of large capital 
facilities for 
electricity, oil 
and gas
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as a heavily regulated and heavily taxed sector, the 
tobacco industry provides a vital source of income for 
the government during times of crisis. indeed, as Philip 
Morris’s Paul riley explains: “this industry has turned into 
one of the major contributors to the state budget, where 
excise tax and vat on cigarettes will reach approximately 
12% of the total revenues this year”

paul riley, Managing Director of Philip Morris International affiliates in Serbia and MontenegroIntervIew

Major Budget Contributor

► Since you are also about to cel-
ebrate your 10th anniversary of 
operations in Serbia, what do you 
see as you see as the main chal-
lenges and achievement so far?
- Indeed, next year we will mark 
our 10th anniversary since the 
privatisation of the Niš tobacco 
factory. We have come a long 
way over the past decade. The 
Serbian cigarette market has 
changed and evolved to become a 
highly competitive and dynamic 
one, with 11 manufacturers, four 
of which are local, and 280 prod-
uct variants competing to be the 
choice of increasingly demanding 
and sophisticated adult consum-
ers. Our investments in Serbia 
since 2003 have reached US$900 
million, enabling us to imple-
ment a number of technologi-
cal and organisational changes. 
Today we are the market leader, 

with approximately a 45% share, 
a wide portfolio of superior qual-
ity products, a modern and ef-
ficient manufacturing facility 
in Niš, over 1,000 talented and 
motivated employees across Ser-
bia and a strong network of local 
business partners.
   
► During times of economic 
crises, governments usually 
first come upon the idea of 
increasing excises, fees and 
taxes. What is your view of the 
measures that the government 
has come up with during these 
difficult times?
- This industry has turned into 
one of the major contributors to 
the state budget, where excise 
tax and VAT on cigarettes will 
reach approximately 12% of the 
total revenues this year. Over the 
past decade our contribution to 
the state budget has grown sig-
nificantly each year, both in abso-
lute and relative terms. However, 
I would say that today the to-
bacco industry in Serbia is going 
through its most difficult period 
ever. We reached the point where 
the taxes continue to go up, while 
margins are deteriorating rapid-
ly in the whole supply chain. This 

T
he Foreign Investors 
Council is marking its 
10th anniversary this 
year. As one of the big-

gest investors in Serbia, how 
do you see the past decade of 
doing business in the country 
and what were your main chal-
lenges in that period? 
Since September 2003, when 
Philip Morris entered Serbian 
market through the privatisation 
of DIN – the Niš tobacco factory, 
the Serbian cigarette market has 
evolved and grown to become a 
very competitive one. During all 
this time the business environ-
ment has developed confidently, 
undergoing a number of changes, 
but continuing in the right direc-
tion. Serbia has clearly demon-
strated openness to embracing 
international standards and ad-
vanced business practices. 

The predictability of regulatory and fiscal 
frameworks are the key prerequisite 
enabling us to plan business activities and 
invest. This should always be on the mind 
of those in charge of policies that affect 
the business climate
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Over the 
last nine 
years Philip 
Morris has 
donated over 
€10 million 
to the local 
community 
for the 
development 
of various 
projects

► Philip Morris employs over 
1,000 workers in Serbia, as 
well as maintaining ongo-
ing cooperation with a large 
number of the country’s tobac-
co growers. Does the economic 
crisis and business conditions 
in Serbia influence changes to 
your business strategy or em-
ployment policy?

- As a business person, I always 
look forward and seek ways in 
which I can build my organisa-
tion and business competitive-
ness today for the leadership 
of tomorrow. Even in the times 
of crisis, we continue investing 
in critical segments of our busi-
ness and keep developing our 
people and our partnerships. 
Over the past decade we em-
ployed around 600 new people, 
extensively trained and edu-
cated them, developing their 
technical skills and capabilities 
to successfully cope with com-
plex business challenges. Our 
ability to employ more people 
or extend local partnerships 
depends on how successful we 

will be in overcoming the cur-
rent crisis on the domestic mar-
ket and expanding our business, 
primarily manufacturing and 
exports, in the time ahead of us. 
We will do our part, in the hope 
that the government will sup-
port us by improving the regu-
latory framework. 

► Philip Morris is perceived as 
an active corporate citizen. Are 
you satisfied with the efficien-
cy of your donations?
- Over the last nine years Philip 
Morris has donated over €10 
million to the local community 
for the development of various 
projects. All of our community 
programmes have been devel-
oped to respond to the commu-
nity’s needs and address some 
of its priority issues, in order 
to boost the development of 
the local community. Support in 
addressing unemployment by 
encouraging entrepreneurship 
and self-employment is a key 
focus area of our contributions 
strategy. Through the “Create 
Your Job” programme, we ex-
tended 157 micro-grants, help-
ing a large number of people in 
Niš from all age groups to start 
up their small businesses and 
secure employment and eco-
nomic independence for them-
selves and their families. Also, 
in the past nine years we have 
awarded as many as 276 tal-
ented students of the University 
of Niš and 56 student groups’ 
projects. Our community pro-
grammes have a long history 
of success behind them and I 
am extremely proud of the fact 
that they provided very tangible 
solutions to some of the key so-
cietal issues. As of this autumn, 
we will expand our key contri-
bution programmes beyond Niš 
to the whole Serbia, so that more 
people throughout the country 
can benefit and be awarded for 
their entrepreneurship. ■

is caused by a number of factors, 
but primarily a lack of systemic 
regulations in some critical ar-
eas. Unless addressed in a timely 
and appropriate manner, these 
issues may pose a significant risk 
to our ability to sustain our busi-
ness development and our ability 
to continue generating expected 
revenues for the state. That is 
why it is critical in economically 
challenging times for the govern-
ment to be even more attentive 
and understanding of the con-
sequences of any new measure 
or absence of regulations and to 
plan its regulatory engagement 
following a thorough impact as-
sessment. Here I refer not only 
to fiscal policy, but to all other 
regulatory measures which may 
severely affect businesses.   

► As a respected member of 
the Foreign Investors Council, 
you are familiar with this im-
portant organisation’s efforts 
aimed at improving the busi-
ness climate in Serbia. What 
tangible issues should the new 
Serbian government put on its 
list of priorities in order to at-
tract new investors?
- I have said on a number of occa-
sions and will repeat again, as it 
is absolutely critical, that the pre-
dictability of regulatory and fiscal 
frameworks are the key prereq-
uisite enabling us to plan busi-
ness activities and invest. This 
should always be on the mind of 
those in charge of policies that af-
fect the business climate and at-
tract investments. Predictability 
does not exclude change. Clearly, 
when the country is undergoing 
economic reforms or overcom-
ing a crisis, changes are neces-
sary and welcome.  However, 
to ensure their effectiveness in 
supporting economic growth, it 
is vital to introduce them trans-
parently, through a dialogue with 
business and a thorough analysis 
of their overall effects. 
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comment Miloš BuGarin, President of the Serbian Chamber of Commerce

T
he key directions of the economic policy up to 2016 
should be directed towards eliminating imbalances be-
tween those employed by the economy and those working 
in the public sector, employees and the unemployed, em-

ployees and pensioners, imports and exports, as well as developed 
and underdeveloped regions. 

The essence of Serbia’s new development programme is to 
turnaround the model of economic development based on rein-
dustrialisation and production and exports of tradable goods. The 
crisis will not bypass us, but we are creating measures with which 
we can resist it. As such, without a decisive shift in the strategy we 
cannot rely on changing the country’s existing economic situation.

The priority is public sector reform, fiscal reform alongside re-
duced taxes and contributions on earnings, as well as stimulating 

production, then investments and savings, reviews, cancellations 
or reductions of numerous para-fiscal duties, solving the problem 
of illiquidity, establishing financial discipline, reducing operating 
costs by removing unnecessary administrative procedures and 
reforming labour legislation and the education system in order to 
increase employment levels.

The state currently owes the economy more than a billion Eu-
ros, while the real sector is indebted to the tune of €3.4 billion. This 
vicious circle of debts and claims can only be resolved by passing 
a law that would limit payment deadlines to 45 days. In the Euro-

pean Union debts are settled within a deadline of 30 days, while 
the average in Serbia is 128 days. In addition to passing laws, set-
tling outstanding debts is also pending, as is the establishing of fair 
relations in the economy and equal standards for all when it comes 
to the interest on debts.

The Serbian economy requires a complete, neutral, stimulat-
ing tax reform that would significantly reduce operating costs. An-
nounced exemptions and incentives for craftsmen and SMEs are 
good and positive, but they will only unburden part of the Serbian 
economy. Through the complete reform of the tax system we would 
gain reduced fiscal and para-fiscal duties and would enable opera-
tions in legal flows for the greatest number of companies, but also 
halt the fall in economic activity and industrial production. Tax re-
form could be implemented by year’s end.

What also lies ahead in the coming period is certainly reduc-
ing the budget deficit. The state can achieve significant savings by 
reducing administrative costs and the costs it incurs, while savings 
are also possible through public procurement and reducing the 
number of agencies and regulatory bodies, whose authority could 
be transferred to other institutions that can perform their tasks 
without the use of budgetary funds.

Alongside a large budget deficit that is a result of excessive 
public spending and the way Serbia borrowed in the 
past, a problem is also represented by the total public 
debt of €24 billion.

The current Serbian government should devote more 
attention to quality dialogue with industry, taking into 
consideration the suggestions and proposals of the real 
sector. A proposal for a new economic policy from 2012 to 

2016 was developed by the Serbian Chamber of Commerce and has 
been submitted to the government as a platform for possible talks.

The activities of the Serbian Chamber of Commerce are prima-
rily focused on representing the interests of members and creating 
an open, supportive and prosperous business environment. With 
the receiving of candidate status for EU membership, the reliability 
and stability of operations in Serbia is increasing, which is a good 
signal to entrepreneurs and investors that Serbia is on the right 
track to strengthening its competitiveness and the predictability of 
the business environment. ■

The state currently owes the economy more than  
a billion Euros, while the real sector is indebted to  

the tune of €3.4 billion

the period that lies ahead will not be easy for 
serbia. rather it will be full of challenges and the 
serbian government and other institutions must 
direct their efforts towards halting the negative 
trends in priority sectors, reducing public spending 
and maintaining macroeconomic stability 

Decisive turnaround required
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one of the key problems in serbia is the 
unpredictable way in which para-fiscal duties are 
introduced and immediately applied

Predictability needed 

spect, the FIC will continue to co-
operate with state authorities with 
the aim of improving the business 
climate and supporting the reform 
process so as to make Serbia an even 
better investment destination. Fur-
thermore, the FIC has always been 
a true ambassador of Serbia as an 
attractive investment destination, 
in all domestic and international 
forums that we have been invited 
to participate in to talk about our 
members’ experiences in Serbia.  
As a result of all of the aforemen-
tioned, especially the fact that Ser-
bia has generally changed positively 
as a business destination in the last 
decade, the FIC has grown from its 
starting position as a small asso-
ciation with only 14 members to 
become an association with mem-
bership numbering more than 120 
companies today. During the course 
of this period, FIC member compa-
nies have invested over €15 billion 
in the Serbian economy and today 
employ almost 90,000 people.

► What measures should the 
Serbian government take imme-
diately in order to improve the 
business climate?
- The government should immedi-
ately take steps to reduce unneces-
sary bureaucracy at all levels and 
simplify the overall business frame-
work, as this is very important for 
both present and prospective in-
vestors. In that respect, we believe 
that the “guillotine” project, which 
has given partial results so far and 
in which the FIC was a constructive 
partner to the government, should 

continue. Issues such as inade-
quate law enforcement or an inef-
ficient public sector to implement 
newly adopted regulations should 
also be tackled. It is necessary to 
extract reforms from the current 
prevailing mindset of “production 
of laws in the Parliament” in order 
to enable the transparent and con-
sistent implementation of adopted 
regulations by effective public ser-
vices.  On top of this, the authorities 
need to involve both the business 
and civil sectors in the reform pro-
cess, as well as organising timely, 
constructive and transparent con-
sultations in order to prepare the 
market and society as a whole for 
the upcoming changes.  Bearing in 
mind that full EU membership is a 
key political goal for Serbia, chang-
es resulting from EU harmonisation 
will continue into the next decade. 
Any abrupt changes to the regula-
tory framework will send negative 
signals to both current and pro-
spective investors.

► The Serbian budget expects 
to gain over 100 billion dinars 
from cigarette sales in Serbia, 
including excises and VAT, which 
accounts for 14% of the entire 
budget. How high is this percent-
age in other countries of the re-
gion and Europe?
- Since the privatisation of the do-
mestic tobacco industry in 2003, a 
constructive dialogue between the 
tobacco industry and the govern-
ment has led to impressive results 
in certain areas in the past, espe-
cially in the field of tobacco taxa-

S
ince the establishment 
of the Foreign Investors 
Council, which brings 
together the largest in-

vestors in Serbia, it has advocated 
for the reduction unnecessary bu-
reaucracy at all levels and the sim-
plification of the overall business 
framework, as the most important 
and beneficial issue for both sides - 
the government and investors.

► BAT is one of the founders of 
the FIC and also one of the com-
panies responsible for this emi-
nent organisation celebrating 
its 10th anniversary. What would 
you single out as the most im-
portant accomplishments of the 
FIC in the last decade?
- I believe the fact that the FIC has 
continuously contributed to the im-
provement of the business climate 
in Serbia, by conducting a transpar-
ent dialogue with the government, 
represents the most important 
accomplishment.  Is the business 
climate today better than it was a 
decade ago? Yes, absolutely. Is the 
business climate in Serbia ideal for 
investments? Not yet. In that re-

Business climate 
the FiC will 
continue to 
cooperate with 
state authorities 
with the aim of 
improving the 
business climate.

Serbia needs 
to create 
predictable tax 
surroundings, 
where 
companies can 
understand 
the business 
conditions 
under which 
they operate

srđan laZović, FIC Board Member, Patron of FIC Taxation Committee, Head of Corporate and Regulatory Affairs, 
Legal and Security Serbia & Montenegro at British American Tobacco SEE d.o.o.

IntervIew
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tra burden on businesses. The key 
problem here is not only the higher 
burden, but also the much more un-
predictable way in which these pa-
ra-fiscal duties are introduced and 
immediately applied. For instance, 
in the last days of 2011 the govern-

ment suddenly made a significant 
increase to duties and charges for 
specific goods, with immediate 
implementation. This has a very 
negative effect on the economy. 
Companies develop business plans 
and unannounced changes that 
dramatically affect their operations 
severely influence their competi-
tiveness and, to that end, the com-
petitiveness of the entire market. 
In order to attract more investors, 
Serbia needs to create predictable 
tax surroundings where companies 
can understand the business condi-
tions under which they operate.

Moreover, certain segments of 
the tax policy are not fully regulat-
ed, leaving room for discretionary 
interpretations and the creation of 
an unfavourable environment for 
doing business. We are witnessing 
a lack of consistency in the appli-
cation of existing taxation legisla-
tion, as well as inconsistent inter-
pretation of the same tax rules by 
different tax offices. These are the 

things that should be changed and, 
as such, we have underlined these 
issues and provided recommenda-
tions in our latest White Book.

► Bearing in mind the current 
state of the Serbian budget, do you 
expect excises to go up in the near 
future, in addition to announced 
increases in VAT as one of the gov-
ernment’s proposed measures for 
increasing budget revenue?
- The Law on Excise, which has 
been in force since 1st January 
2012, envisages a new excise in-
crease as of 1st January 2013. Ac-
cording to our calculations, this 
new excise increase on cigarettes 
will generate an additional 10 bil-
lion dinars for the State budget in 
2013. Hence, total revenues com-
ing from tobacco taxation in 2013 
(excise, VAT and health tax) will 
generate 115-117 billion dinars 
for the State budget in 2013. What 
is very important to emphasise is 
that any additional excise increase 
on top of the one articulated for 
2013 could lead to the appearance 
of illicit cigarette inflows and the 
creation of a black market. There 
are negative examples of countries, 
even Serbia’s neighbours (Romania 
as the most recent example) that 
significantly raised excise tax levels 
overnight. This caused a distortion 
in the domestic tobacco market in 
these countries and the appear-
ance of an enormous illicit market. 
The end result this brings about is 
that everyone loses – the govern-
ment, consumers and the industry 
as well. To conclude, Serbia will 
have a new cigarette excise in-
crease on 1st January 2013 which 
will bring an additional 10 billion 
dinars to the budget and there is 
nothing disputable about that. ■

tion. Today the revenue from excise 
duties on cigarettes are one of the 
most important and stable sources 
of revenue for the Republic of Ser-
bia and, in that sense, Serbia is a 
specific market. For example, the 
percentage of the share of income 
from cigarettes in the budgets 
of neighbouring countries or EU 
member states is between two and 
three per cent on average, while in 
Serbia in 2011 that figure was an 
incredible 12 per cent, making Ser-
bia the number one country in Eu-
rope in that respect by far. An even 
more important factor is the total 
contribution of cigarettes to the 
state budget: from a contribution 
of less than four per cent in 2003, 
we have reached a projected 14 per 
cent for 2012. Namely, the projec-
tion of the Ministry of Finance ar-
ticulated in the Serbian budget for 
2012 states that 84 billion dinars 
will be collected from excise duties 
on cigarettes which, along with VAT, 
will provide a total budget contri-
bution of about 105-107 billion di-
nars or, as I already pointed out, a 
projected 14 per cent this year.

► Taxes in Serbia are at an ac-
ceptable level, but efficiency in 
the implementation of laws is 
not and this certainly reduces 
Serbia’s appeal as an investment 
destination. To what extent are 
low tax rates cancelled out by 
other shortcomings that the 
state demonstrates in treating 
foreign investors?
- The fact is that Serbia has compet-
itive VAT and corporate tax, provid-
ed they remain at the current level. 
However, authorities at both the 
national and local levels have intro-
duced a number of para-fiscal taxes 
and charges that have placed an ex-

It is necessary 
to extract 
reforms from 
the current 
prevailing 
mindset of 
“production 
of laws in the 
Parliament” in 
order to enable 
the transparent 
and consistent 
implementation 
of adopted 
regulations by 
effective public 
services

Business Framework
The government should immediately take steps 
to reduce unnecessary bureaucracy at all levels 
and simplify the overall business framework

Excise
The revenue from excise duties on 
cigarettes are one of the most important 
and stable sources of revenue for Serbia

Budget
According to our calculations, this new excise 
increase on cigarettes will generate an additional 
10 billion dinars for the State budget in 2013
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in addition to making the environment 
investment friendly, the government has 

to work on stability, transparency and 
predictability of business climate

Predictability 
a Priority

for us every day. Companies are 
suffering as a result of legislative 
changes which occurred during 
the last 20 years, including the 
transfer of ownership rights and 
the change from socially-owned 
to privately-owned capital. It was 
surprising to understand that 
some historic documents can no 
longer be recognized as proof of 
ownership, or that some admin-
istrative documents are very dif-
ficult to be replaced, and similar. 
Also, legislation, and its interpre-
tation, varies from city to city.

Secondly, not being part of 
the EU was a challenge for us 
and we quickly noticed that it’s 

not so easy to cross the bor-
der with trucks and goods, that 
there is a lot of paperwork re-
quired – whether you want to 
import or export goods. Regula-
tions on food are in some ways 
stricter than in EU countries. 
They are of course in place to 
protect customers, but some-
times it goes too far.

Also, the harmonisation pro-
cess is ongoing but is not pro-
gressing as efficiently. As such, 
now there is a combining of the 
new set of rules that have been 
harmonised with the EU, while 
on the other hand there is still 
applicable legislation that is not 
harmonised and it is in collision 
with the new rules.

As an international company, 
we together with other foreign 
companies that are FIC mem-

“T
hese are by far 
the most desir-
able elements if 
you want to en-

tice investors to the country,” 
says David Vander Schueren, FIC 
Board Member and Patron of 
the FIC Telecommunications & 
IT Committee, speaking for the 
2012/2013 FIC Guide about the 
steps required to bring Serbia up 
to speed as a destination for do-
ing business.

► Delhaize is a new arrival on 
the Serbian market. What ma-
jor differences have you noted 
so far compared to the busi-
ness environment in other EU 
countries?
- The thing that I noted as being 
the most different was legisla-
tion, which has been a challenge 

eu
regulations on 
food are in some 
ways stricter than 
in Eu countries.

The new government has to create 
total transparency in business, in the 
administration and in the environment

DaviD vanDer sChueren, FIC Board Member, Patron of the FIC Telecommunications & IT Committee, COO of Delhaize SerbiaIntervIew
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in terms of profitability. 
Investors make long-term 

business plans and any uncer-
tainty jeopardises that long-term 
planning. The new government 
has to create total transparency 
in business, in the administra-
tion and in the environment. And 
they have to reinstall a fair, com-
petitive game.

Besides directly attracting 
investors, I think the country 

also has to do a lot more on its 
public relations – not only for 
investment purposes, but also 
for tourism, as these both go to-
gether. You have to have people 
visiting the country as tourists, 
who will spread word of mouth 
about the country. Knowledge 
of the country will then spread 
to investors, who will make de-
cisions based purely on busi-
ness assessments.

► The operations of most FIC 
members rely on sophisti-
cated logistics, organisation 
and high-tech solutions. Have 
you had any difficulty hiring 
the professionals you need for 
these jobs in Serbia?
- I wouldn’t say we’ve experi-
enced a lack of talent. On the 
contrary, we have found a lot 
of well educated young people. 
There are a lot of highly educated 
people in this marketplace, prob-
ably more so on the technological 
side, while there are less of the 
soft skills of human resources. 
And, unfortunately, there are too 
many people available on the 
market, due to a lack of jobs. 

► The consent is that the Serbi-
an telecommunication sector 
is stable with the 2011 annual 
revenue of €1.6 billion and the 
GDP share of over 5%. In your 
opinion, will this tendency 
continue in 2012 despite the 
drop in salaries in Serbia?
- While the achieved revenue 
from telecommunication servic-
es indicates that 2011 has been 
more successful than the previ-
ous year, it should be noted that 
the investment decreased for 
about EUR 30 mill. in 2011 in 
comparison to 2010.  Neverthe-
less being such a significant con-
tributor to the Serbian economy, 
its further development should 
be necessarily stimulated by the 
new Serbian government. Set of 
the measures in Europe asking 
for major investments in Tele-
com & IT called “Digital Agenda” 
are marked as the main tool for 
fighting the crisis in EU. We have 
to follow this path and recognize 
the importance of this sector. ■

bers, came to Serbia bringing 
standards, ethics and values, so 
we want to do things right and 
follow legislation. Mechanisms 
in place are not strong enough 
to defend the market from the 
unfair competition that exists 
on several layers of the market 
structure. For years, FIC has 
been striving to ensure a level 
playing field for all companies 
that are doing business in this 
country. We will continue to 
advocate for equal conditions, 
deeming fair competition as one 
of key preconditions for more 
mature market.

► In your opinion, what can 
Serbia do to attract more for-
eign investors?
- A lot can be done in terms of 
simplifying doing business con-
ditions and making the overall 
investment environment more 
friendly. If you look at the FIC 
White Book you will see a lot of 
recommendations that the gov-
ernment should look at, but if 
I had to summarise I’d say that 
in addition to making the envi-
ronment investment friendly, 
the government has to work on 
stability, transparency and pre-
dictability of business climate. 
These are by far the most de-
sirable elements if you want to 
attract investors to the country. 
And if when they come you sud-
denly change the rules of the 
game it creates a lot of chaos 
and jeopardizes predictability. 
Just to illustrate with an exam-
ple from our company. In our 
case there was new legislation 
introduced just a few months af-
ter we entered the country and 
that really hit hard our business 

Serbia has to do a lot more on its public 
relations – not only for investment 
purposes, but also for tourism, as these 
both go together

Legislative
Companies are suffering as a result 
of legislative changes which occurred 
during the last 20 years.

Business Climate
In addition to making the environment investment 
friendly, the government has to work on stability, 
transparency and predictability of business climate.

Planning
Investors make long-term business 
plans and any uncertainty 
jeopardises that long-term planning.
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serbia must fulfil all its promises to maintain 
its rating as a good investment destination

Fulfilling 
Given 

Promises

position to fulfil this promise, 
it would reflect poorly on this 
country’s rating and perception 
of reliability. 

► As the FIC representative of 
one of the world’s biggest car 
manufacturers, what are your 
first impressions of the Ser-
bian business environment 
and what would you change as 
a priority measure to improve 
business efficiency? 
- The Serbian business environ-
ment has high potential, but 

there are certain key issues to be 
addressed. We believe that the 
key priorities at this point in time 
should be:

Bureaucracy must be simpli-
fied. In other words, while es-
tablishing a company is initially 
relatively straightforward, the 
process is followed by a series 
of formal acts that are time con-
suming and robust. 

Another priority is improve-
ment of the financial sector and 
the creation of a solid base for 
sustainable business. 

Equally important is the devel-
opment of infrastructure: roads 
and railways must be built in or-
der to allow access, i.e. the con-
nectivity of areas with high poten-
tial for new investments. 

In conclusion, while Serbia 

S
erbia needs the support 
of foreign investors 
that will establish new 
businesses. The crucial 

point is to have an economy fo-
cused on the development of ex-
port flows. 

► Your company, along with 
some other FIC members, was 
often cited during the recent 
election campaign. How real-
istic are Serbia’s high expec-
tations of foreign investors if 
the state fails to create the op-
timum conditions for them to 
operate? 
- Foreign investors that come 
to Serbia generally emphasise 
the high potential of this coun-
try, in terms of available work-
force, the low cost of energy 
and structured support from the 
government. However, Serbia is 
making a promise in attracting 
investors. Should it not be in a 

high potential
Foreign investors 
that come to 
serbia generally 
emphasise the 
high potential of 
this country, in 
terms of available 
workforce, the 
low cost of energy 
and structured 
support from the 
government.

Some of the key issues are simplification 
of bureaucracy, improvement of the 
financial sector and the development of 
infrastructure

antonio Cesare ferrara, FIC Board Member, Patron of the FIC Leasing & Insurance Committee and CEO of Fiat automobili SrbijaIntervIew
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- The harmonisation of regula-
tions will bring order to Serbia 
and a better business environ-
ment in the insurance sector. 
Further regulation will also 
bring customers a better quality 

of service and some new benefits 
through insurance products. The 
life insurance segment is not so 
well developed in Serbia and will 
become an opportunity for insur-
ance companies.

In the vehicle insurance sec-
tor, we should adopt regulations 
which will define a shorter pay-
ment period for claims resolu-

tion and will exert a strong influ-
ence over dealership liquidity.

From the other side, the cre-
ation of a central register for 
damages would provide a rat-
ing for every insurance user. 
For some customers with a low 
rating, insurance prices will be 
much higher and that will also 
have some impact. Insurance is 
in a developmental phase in Ser-
bia generally.

► What measures will be nec-
essary in order to facilitate the 
recovery of the leasing market 
in Serbia?  
- The Leasing market is a key in-
dicator of economic recovery, as 
leasing is the most common form 
of financing when companies are 
planning investment for develop-
ment. If we are talking about the 
vehicle market in Serbia, the first 
indicator is the continuous de-
cline and especially the drop of 
the LCV market, which is directly 
related to the leasing market and 
very clearly shows the level of 
the economic crisis.

Regarding stimulation, sub-
sidised interest rates can create 
an environment for increasing 
the leasing market, though leas-
ing companies also need to work 
more on development of their 
products and include more inte-
grated services. 

In conclusion, the govern-
ment’s economic programme 
and measures in the coming 
period will be important for in-
vestments and new employment 
that can result in a recovery of 
the leasing market, representing 
one of the clearest signs, and a 
reflection, of economic trends in 
the country. ■

has a good industrial heritage on 
the one hand, it is nonetheless 
impeded by a lack of knowledge 
and technological solutions. This 
gap can be minimised, if not fully 
neutralised, through the arrival 
of foreign companies that would 
bring state-of-the-art technol-
ogy and operational knowhow 
to Serbia. 

► Motor vehicle insurance is 
far cheaper and simpler here 
than in the rest of Europe. Do 
you think this fact could re-
sult in better vehicle sales in 
Serbia? 
- Competitive insurance prices 
can be a good stimulus for fleet 
sales, in the premium segment 
and in the LCV segment, because 
insurance has a strong influence 
on the final cost of vehicles. 

For vehicles costing less 
than €10,000, which is the 
market’s largest segment, in-
surance costs are less influen-
tial. This is due to the fact that 
most of these vehicles are retail 
sales and are subject to finan-
cial arrangements where Casco 
insurance is not obligatory. 
We believe that the funders of 
these vehicles should consider 
this closely, as there are many 
benefits to be gained by in-
creasing the penetration of full 
Casco insurance.

► With Serbia set to move 
closer to EU membership in 
2012 and 2013, it was expect-
ed that the harmonisation of 
regulations would also im-
prove the Serbian insurance 
sector. What are the current 
tendencies of the Serbian in-
surance market? 

The harmonisation of regulations will 
bring order to Serbia and a better business 
environment in the insurance sector

Financial sector
Improvement of the financial sector and 
the creation of a solid base for sustainable 
business should be one of key priorities.

infrastructure
The development of infrastructure: roads and railways 
must be built in order to allow access, i.e. the connectivity  
of areas with high potential for new investments.

insurance
The harmonisation of regulations will 
bring order to Serbia and a better business 
environment in the insurance sector.
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the business environment in serbia has become 
very challenging, though with a number of 
opportunities for development

Challenging 
Business 
Environment

as suggestions based on the ex-
periences of member companies. 
Members of the Serbian Govern-
ment and important stakeholders 
always attended the launch of the 
White Book, thereby showing their 
high interest in an open dialogue. 

Over the last couple of years 
the world markets, including Ser-
bia’s, have been facing difficult 
times. The economic crisis has 
inevitably affected all parts of the 
economy and society. The Macro 
economy was significantly impact-
ed by high double-digit inflation, a 
high and growing unemployment 
rate, as well as low levels of FDI.

Consequently, the business en-
vironment in Serbia has become 
very challenging, though with a 
number of opportunities for devel-
opment. We have witnessed a lot 
of understanding among Serbian 
officials with regard to making 
Serbia an attractive destination for 
foreign investments. 

Legislation and requirements 

related to business no longer differ 
greatly from those prescribed in 
the EU. I am very glad that Serbia is 
on the right track and hope that it 
will become a part of the common 
market in the future. 

However, there are still some 
core issues that need further high 
level attention. The government 
must address administration, 
which is too complex and bureau-
cratic, at all levels, along with the 
procedures that need to be greatly 
simplified and more efficient. Sec-
ondly, as a general remark, predict-
ability is already widely used as a 
buzzword in our dialogue with the 
government and is still underde-
veloped when it comes to taxes, 
decisions on laws and, in particu-
lar, bylaws, financial obligations 
and the judicial system.

► What priorities and urgent 
measures should the new gov-
ernment take in order to main-
tain existing investors and en-
tice new ones?
- The first priority for Serbia is a 
stable government that encour-
ages new investment cycles in the 
economy and export growth. Ne-

T
he world is undergoing a 
major economic crisis and, 
therefore, dynamic dia-
logue between investors 

and top government officials is nec-
essary in order to improve areas for 
the further development of Serbia.

► Following the 10th anniver-
sary of the Foreign Investors 
Council in Serbia, could it be 
said that Serbian officials have 
shown sufficient understanding 
of the problems facing foreign 
(and domestic) investors, given 
the large number of issues that 
remain unresolved, despite the 
FIC having warned about these 
problems for years?
- I would like to emphasise the im-
portance of The White Book, which 
is published by the Foreign Inves-
tors Council every year and con-
tains many topics and examples re-
lated to problems that occur while 
doing business in Serbia, as well 

Common market
serbia is on the 
right track and 
hope that it will 
become a part 
of the common 
market in the 
future.

The liquidity of the banks is fine. However, 
the level of loans decreased and banks 
have to manage this issue

GeorG Grassl, FIC Board Member, Patron of the FIC Real-Estate Committee, CEO of Henkel SerbiaIntervIew
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- I don’t think that real estate 
prices are high at the moment. On 
the contrary, we may expect a fur-
ther decrease of prices during this 
year. You can find many affordable 
land plots at very good locations 
in many different communities. 
The selection of locations depends 
much more on accessibility, exist-
ing infrastructure (roads, energy, 
and sewage), and the available 
workforce. It is also very important 
that investors acquire permissions 
and licenses to start operations in 
line with their project plans.

Serbia’s investment in infra-
structure during the last year, 
particularly in Corridor 10, has 
brought much better accessibility 
to Central and Northern European 
countries. Serbia has an excellent 
position between Central Europe 
and South East Europe and is, 
therefore, an ideal place for pro-
duction and logistics operations. 
Serbia is well connected to many 
key markets; up to 55 million con-
sumers can be served from Serbia.

► Banks have injected a lot of 
funds into real estate during the 
last ten or so years, but these 
properties are now valued at a 
fraction of the original sale price. 
Banks are experiencing illiquid-
ity and debtors have no money 
to repay their loans, while there 
is a shortage of buyers. How can 
this situation be overcome? 
- There is a certain issue with the 
value of real estate in Serbia. Market 
prices have come down significant-
ly and there might be some short-

age in paying back mortgage loans.
However, the real estate crisis 

is much bigger in other European 
countries, such as Spain. 

I don’t think that banks in Ser-
bia are illiquid. The liquidity of the 
banks is fine. However, the level of 
loans decreased and banks have to 
manage this issue.

There is probably lower demand 
than supply in real estate, but this is 
another good signal for foreign in-
vestors. As already stated, there are 
a high number of land plots avail-
able and investors can choose the 
right place for their business.

► What can be improved in 
terms of the regulatory frame-
work and common practices 
pertaining to the homecare and 
cosmetics industry?
- In the last year we achieved sev-
eral improvements for the homec-
are and cosmetics industry.

The Serbian Chemical Agency 
did a great job in establishing a 
clear and comprehensive system 
for the registration of chemicals 
and biocides, which is in line with 
European standards and practices.

Secondly, the sanitary border 
inspection of detergents and clean-
ing products, as well as packaging 
materials, was ceased at the begin-
ning of this year. This was a major 
step towards shifting from pre-mar-
ket control to in-market control.

In the field of cosmetics, we 
still haven’t managed to overcome 
the trade barrier of sanitary border 
inspections of finished goods and 
raw materials. We also see issues 
in waste management, particularly 
when it comes to the treatment of 
hazardous waste that is still export-
ed to other countries at high cost. 

And finally, the detergents in-
dustry is seeking government and 
corresponding agencies’ support for 
the acceptance of sustainable and 
compact detergents by the market, 
as well as investments in water pu-
rification plants aimed at decreasing 
the impact on the environment. ■

gotiations with the International 
Monetary Fund must continue in 
order to achieve currency stability.

Secondly, Serbia needs to ur-
gently resolve political issues with 
the international community of 
states. In parallel, Serbia has to 
accelerate reforms to achieve fur-
ther harmonisation with the EU. 
A higher inflow of foreign invest-
ment depends on Serbia’s readi-
ness to continue reforms, as well 
as on internal political stability as a 
positive signal to foreign investors.

Thirdly, the government and its 
agencies need to improve the busi-
ness climate and continue reforms 
in order to attract further foreign 
investment. Serbia is in competi-
tion with the surrounding coun-
tries, but has good opportunities 
to win the race by delivering bet-
ter services, better infrastructure, 
open-minded communication and 
quality of labour force. Serbia has 
an excellent tradition of industrial 
production and an education sys-
tem at a high level.

And finally, the foreign exchange 
rate of the Serbian Dinar versus the 
Euro has to be brought under con-
trol. A sharply depreciating curren-
cy is not only a bad sign for the econ-
omy, but also a reason for investors 
to delay decisions about founding a 
subsidiary in the country.

We would suggest stronger 
support to businesses and proj-
ects in the area of renewable ener-
gies and environmentally friendly 
energy resources, since we think 
that the possibilities coming from 
“separation of waste”, biomass, wa-
ter and wind energy are not suffi-
ciently exploited. The government 
should also be concerned about the 
number of SMEs needed to achieve 
critical mass. SMEs are the back-
bone of every successful economy.

► Do you think that exuberant 
prices of real estate in Serbia 
play an important role in poten-
tial investors choosing locations 
for investing?

Predictability, 
which is already 
widely used as 
a buzzword in 
our dialogue 
with the 
government, 
is still 
underdeveloped 
in some areas
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serbia’s agricultural sector potential is a result 
of its favourable climate, good natural soil 
characteristics and available water sources

agriculture - a 
key Economic 
sector

cance in this process. Companies 
do not invest for the short term 
and they need a stable frame-
work and clear system in which 
they can develop both medium 
and long term plans. 

I am convinced that aware-
ness of the importance of the 
agriculture sector to the Serbian 
economy and future growth is 
clear to all stakeholders. This 
sector should be one of the pil-
lars and motors of domestic GDP. 
In order to enable this and avoid 
dependence on some basic agri-
culture products, certain actions 
have already been undertaken 
by the previous administration. 
However, much more needs to 

be done. Serbia has a flawless 
base for satisfying not only local 
needs, but also to become an ex-
port leader in providing certain 
agriculture products for some 
well developed markets globally. 
Missing that opportunity would 
cost Serbia significantly – by de-
stroying the agro base that still 
needs a lot of support in order 
to fully express its potential, by 
losing something that the coun-
try has natural predispositions 
for and, consequently, leading to 
long-term negative effects on fu-
ture growth and an unfavourable 
competitive position of the coun-
try once it fully joins the EU. 

Companies that can contrib-
ute with the best practice from 
their operations around the 
globe are always available and 
keen to be a partner to decision 
makers in dialogue and the cre-
ation of local policies that will be 
to the benefit of all.

P
Potential investors, not 
only in food production 
and the agriculture sec-
tor, but also in all other 

sectors, compare Serbia with oth-
er markets, mainly in the region, 
and a key element in deciding is 
the overall quality of the business 
environment.

► The predictability of doing 
business, which the FIC has 
insisted on for years, is par-
ticularly important in the ag-
riculture and food production 
sectors. What are the chances 
of meeting the high expecta-
tions of that sector if the gov-
ernment does not urgently 
introduce clear, long-term 
measures that would facilitate 
the introduction of long-term 
business plans by agriculture 
producers?
- The predictability of business 
conditions is of special signifi-

leaders
the agricultural 
sector in serbia 
has all the 
potential needed 
to become one 
of the absolute 
leaders.

It is not necessary to invent “hot water”, 
rather merely develop the best practices 
of markets that have strongly developed 
this sector within EU 

MiChalis orfanouDakis, FIC Board Member, Patron of the FIC Food & Agriculture Committee and Commercial 
Director of PepsiCo Western Balkans

IntervIew
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agriculture sector, it is not neces-
sary to invent “hot water”, rather 
merely develop the best practices 
of markets that have strongly de-
veloped this sector within EU, 
such as the Netherlands, which 
could be a useful example. 

Some positive developments 
that characterise the previous 
period need to be emphasised. 
These include EU trade liberali-
sation on some agriculture prod-
ucts, such as the potato, then the 
latest agreement between au-
thorities and agriculture produc-
ers on subsidies. These are defi-

nitely positive trends. However, 
a lot more needs to be done to 
primarily enable infrastructural 
support for a large number of 
small agriculture producers. 

► Over 800,000 families in Ser-
bia are engaged in agricultural 
production. However, despite 
this fact, agriculture only ac-
counts for 10% of the coun-
try’s GDP. Why is this economic 
segment so inefficient?
- The agricultural sector in Serbia 
has all the potential needed to be-
come one of the absolute leaders. 
What is needed are significant in-
vestments, both in infrastructure 
and agricultural policies.

Serbia’s agricultural sector 
potential is a result of its favour-
able climate, good natural soil 
characteristics and available wa-
ter sources. However, this poten-
tial has not been fully exploited.

Agriculture in Serbia is not 
considered merely a branch of 
the economy, due not only to 
the specifics of production, but 
also due to the tradition associ-
ated with it and its great expec-
tations. Agriculture is an eco-
nomic branch that can generate 
more wealth than currently ex-
ists and thereby contribute to 
the development of the country. 
It can also be a short-term buf-
fer to facilitate the transition 
process. The conflict between 
agriculture’s role in economic 
development and its social com-
ponent has characterised the 
previous period. Changes in ag-
riculture are taking place and it 
is important that institutional 
and legislative policy reforms 
within this sector are continued 
in the period ahead. ■

► What can be done to improve 
the business environment?
- The FIC recommends continu-
ous work on improving the over-
all business environment. Serbia 
competes for investors with oth-
er markets in the region and the 
only way to retain and attract in-
vestors is Serbia to provide better 
opportunities than elsewhere. I 
will provide a reminder of some 
of the FIC’s previous recommen-
dations: acceleration of transi-
tion reforms with the dual goal 
of improving business conditions 
and bringing Serbia closer to the 
European Union. Bureaucratic 
procedures should be reduced 
and simplified at both national 
and local levels, while conditions 
for market growth need to be 
created by the new administra-
tion. The fight against corruption 
should also be continued and, of 
course, a well-balanced econom-
ic policy that will be conducive to 
business should be conducted.

► What do you expect the new 
government to prioritise when 
it comes to agriculture and 
food production?
- Let me remind you that the FIC 
publishes its annual White Book 
that is meant to contribute to 
creating better conditions for in-
vestment, not only in the agricul-
tural sector, but all other sectors. 
We are always open to construc-
tive partnerships with officials, 
with the aim of strengthening 
business conditions. Members of 
the FIC represent a precious base 
of experience which can make 
sectors – not only agricultural, 
but all other sectors – more ef-
ficient with their best practices.

Speaking specifically about the 

The conflict between agriculture’s role in 
economic development and its social component 
has characterised the previous period

agriculture
Awareness of the importance of the 
agriculture sector to the Serbian economy 
and future growth is clear to all stakeholders.

Efficiency
Members of the FIC represent a precious base  
of experience which can make all sectors 
more efficient with their best practices.

Bureaucracy
Bureaucratic procedures should be reduced and 
simplified, while conditions for market growth 
need to be created by the new administration.
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the FiC has been recognised as a strong, 
constructive and renowned institution 
offering constructive solutions when it 
comes to improvements to the overall 

business climate

FiC improving the overall 
Business 

Climate

about various changes. For such 
changes and functions we need 
people with special knowledge, 
skills and competences. Their 
very potential and development 
are of crucial importance to a 
company’s success. The men-
tioned characteristics are mostly 
acquired in the education pro-
cess. However, the education 
process should be more adjusted 
and modified to the market re-
quirements, which, unfortunate-
ly, did not happen. 

The good thing is that HR as 
a function is starting to take on 
a more strategic role in some 

companies in Serbia, through 
the implementation of models 
from multinational companies 
that are based on a partnership 
relationship between HR and 
business functions. However, 
the HR function still does not ex-
ist beyond ‘Administration’ and 
‘Payroll’ in a number of compa-
nies. Nevertheless, the arrival of 
foreign investors has motivated 
the creation of HR as a vocation, 
so that young people can be edu-
cated to embark on careers as 
HR professionals.

► We could say that HR man-
agement has been readily ac-
cepted by the private sector 
in Serbia and that HR manage-
ment is virtually non-existent 
in public enterprises. What 

H
uman resources man-
agement in Serbia has 
improved with the ar-
rival of foreign inves-

tors that have outlined the impor-
tance of this business segment.

► What is your view of the level 
of HR quality in Serbia today? 
- The changes that came about 
with the arrival of foreign inves-
tors in the last 15 years had a sig-
nificant role in altering the very 
way of doing business, as well as 
developing HR functions, both in 
domestic and foreign companies. 
The role of HR became more 
strategic and less administra-
tive. HR has become a partner 
in many strategic decisions and 
complex business processes. The 
development of HR has brought 

significant role
the changes that 
came about with 
the arrival of 
foreign investors 
in the last 15 
years had a 
significant role 
in altering the 
very way of doing 
business.

The HR function still does not exist beyond 
‘Administration’ and ‘Payroll’ in a number 
of companies

kjell-Morten johnsen, FIC Board Member, Patron of the FIC HR Committee, CEO of Telenor SerbiaIntervIew
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participate in different kinds of 
business activities and the FIC’s 
members account for more than 
three-quarters of total FDI in 
Serbia and employ the major 
part of the local labour force. 

Our main intention is to share 
positive international business 
practices with local authorities 
and support reforms. The FIC 
continues to advocate simplifi-
cation of red tape procedures 
and the government has ad-
opted 60% of all FIC proposals 
promoted within the Regulatory 
Guillotine project, of which a 
third have already been practi-
cally implemented.

The FIC has supported the 
Serbian government’s economic 
direction, but also demands fast-
er reforms. Our White Book is a 
kind of a guide for the Serbian 
authorities, offering guidelines 
to improve the Serbian business 
climate. These are long-term 
guidelines that the government 
should follow in order to im-
prove the economic situation. 

Serbia has been very open to 
foreign investors. Naturally, the 
FIC will keep exerting efforts to 
develop better and more pro-
ductive cooperation with the 
Serbian government and will 
not stop there. Together with 
the American Chamber of Com-
merce and the Serbian Chamber 
of Commerce, the FIC endeav-
ours to improve business condi-
tions in Serbia.

► Most initiatives championed 
by the FIC have been con-
firmed as relevant by the EU. 
Do you expect the EU accession 
process, which is due to start 
in spring 2013, could acceler-
ate the realisation of your ini-
tiatives? 
- Candidate country status is 
certainly a good sign, but EU 
accession should be a process 
with a clear beginning and an 
end. We will not know the di-
rection and pace, nor what to 
expect, until Serbia is given an 
exact date to start negotiations. 
The date will bring a completely 
different kind of obligations. 
In addition, if the entire acces-
sion process turns out to take 
too long, people also tend to 
lose interest and it becomes a 
never ending story. EU mem-
bership provides a better, more 
transparent and more efficient 
business framework and that 
is something which is impor-
tant for the EU, but even more 
for Serbia. That is the only way 
to create conditions to increase 
employment and citizens’ pur-
chasing power and update the 
social protection system, which 
is something that is in every-
one’s best interest. ■

should be done in an effort to 
change this existing situation?
- The main question you pose is 
of a strategic nature. What role 
does human capital play in an 
enterprise and what kind of a 
culture is that enterprise seek-
ing to nurture? When a company 
recognises employees as a criti-
cal resource, then the need for 
development of this resource 
will naturally surface in an HR 
function. For example, recruit-
ment based on competencies, 
rewards based on results, as well 
as strategic workforce planning, 
are HR practices and systems 
that are established in response 
to clear business needs. 

► How would you rate the abil-
ity of young people graduating 
from universities and schools? 
Are they sufficiently educated 
to handle the modern technol-
ogy required for current busi-
nesses in today’s telecommu-
nications and IT sectors?
- Students gain broad theoreti-
cal understanding at many local 
universities and schools. In the 
majority of cases, however, these 
students have limited or no prac-
tical experience.  This is the key 
area for potential improvement 
in the local education system. 

► What impact would you say 
the FIC has had on Serbia’s 
overall economic development 
during the past ten years?  
- In the last couple of years the 
FIC has been recognised as a 
strong, constructive and re-
nowned institution offering 
constructive solutions when it 
comes to improvements to the 
overall business climate. We 

The FIC has been supporting the Serbian 
government’s economic direction, but also 
demands faster reforms

Education
The education process should be more adjusted 
and modified to the market requirements, 
which, unfortunately, did not happen

Experience
Students gain broad theoretical understanding, 
but in the majority of cases, these students 
have limited or no practical experience

reforms
The FIC has supported the Serbian 
government’s economic direction, 
but also demands faster reforms
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svetlana tolMaCheva DinGaraC, President of the Executive Board of ProCredit Bank Belgrade

This year's 
lending 
activities of 
ProCredit 
Bank are at 
the level of our 
plans, with a 
slight increase 
over the 
previous year

IntervIew

Macroeconomic Environment 
                   – the key to Planning

ProCredit Bank are at the level of 
our plans, with a slight increase 
over the previous year. However, 
there is a noticeable reluctance, 
most prominent among the popula-
tion, because investment in the pro-
duction cycles of the economy and 
agriculture are a necessity for doing 
business and developing. Neverthe-
less, even here there is a sensible 
precaution, even though the crisis is 
not an insurmountable obstacle for 
high quality investments and well-
established business, while the in-
vestment loans offer is better than 
ever. In agriculture there have been 
fewer declines in investment activ-
ity, but it is reasonable to assume 
that this year’s drought will result 
in further reduction of liquidity 
next year, which could have a nega-
tive impact on further investments.

► What action do you think the 
state should take in order to sup-
port banks’ efforts to maintain 
liquidity and reduce NPLs?
- In order to improve liquidity, it is 
important to more strongly regulate 
the method and pace of the mutual 
settlement of obligations between 
businesses, including public enter-
prises and the state. Payment delays 
cause a chain of illiquidity, which has 
the greatest impact on SMEs that are 
usually the last in the payment col-
lection chain. With that in mind in 
particular, we can be very pleased 
that delays in our clients’ repayment 
are at about 3% of the portfolio, 
which is well below the banking sec-
tor average of over 19%. In addition 
to accelerating business operations 
by simplifying administrative pro-
cedures, faster and more effective 
enforcement of court proceedings 
and settlement would also further 
contribute to improving liquidity.

► ProCredit Bank was among 
the first banks to get involved in 
financing energy efficiency ad-
vancements. Who are these loans 
intended for and how are your 
experiences to date?
- That is just part of the activities 
that all banks in the ProCredit 
Group conduct as part of their 
responsibility towards the envi-
ronment. In 2011 ProCredit Bank 
established its Environment Com-
mittee, which is chaired by a mem-
ber of the executive board and has 
the main function of authorising 
and facilitating the implementa-
tion of the bank’s environmental 
policies and activities. They en-
compass an internal system of 
environmental management, or 
rather monitoring and correcting 
the impact of the bank itself on 
the environment. Moreover, we ac-
tively manage environmental risk 
in lending, through the monitoring 
of positive effects and choosing to 
fund activities from an environ-
mental aspect. The third element 
is financing the advancement of 
energy efficiency. Loans are in-
tended for companies’ investments 
in equipment, vehicles and facili-
ties, as well as citizens for renovat-
ing housing, heating systems and 
energy-saving appliances. We paid 
out the first such loans in 2007 
and have been expanding the pro-
gramme since 2009. The condition 
for approval of such a loan is to 
ensure energy savings and reduc-
tions in carbon dioxide emissions 
of at least 20 percent. Between 
2009 and the end of the first half of 
this year, total payments exceeded 
€23 million, with effective savings 
of 25 million kWh of energy and 
CO2 emission reductions of 8,000 
tonnes per year. ■

“T
his also opens the 
possibility for banks 
to conduct their ba-
sic tasks and fund 

economic activities. It could be said 
that everyone – both the local popu-
lation and businesses, including 
banks, but also the state – is under 
increasing pressure from the cur-
rent economic crisis. As such, the fu-
ture platform must and should be a 
joint one. During the four years that 
the crisis has been felt in Serbia, we 
have seen successful examples of 
joint activities – from the Vienna 
agreement on maintaining banks’ 
exposure, to subsidised lending for 
the economy and agriculture. Pro-
Credit Bank participated in them 
very actively and intends to support 
realistically based proposals in the 
future, with the full support of our 
German shareholders,” says Svetla-
na Tolmacheva Dingarac, President 
of the Executive Board of ProCredit 
Bank Belgrade.

► ProCredit Bank cooperates 
with the broadest possible mar-
ket – from the local population 
and the smallest businesses, to 
medium-sized enterprises. What 
are today’s trends on the banking 
market and what are your pre-
dictions for this year and 2013?
- This year’s lending activities of 

a consistent 
and sustainable 
macroeconomic 
environment 
set by the 
state is the key 
to long-term 
planning, but 
also reducing 
perceived 
country risk and 
accessing more 
reasonable 
sources of 
funds
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ecology loves economy
Car parts made with BASF plastics can be used instead of metal 
parts to make vehicles lighter and therefore more fuel-effi cient. This 
means lower emissions, less fuel consumption and less money out of 
people’s pockets. When preserving the environment agrees with not 
upsetting your fi nances, it’s because at BASF, we create chemistry.
www.basf.com/chemistry
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comment loup j. Brefort, Country Manager, World Bank Office in Serbia

I
ndeed, in the last decade Serbia’s growth relied primarily on do-
mestic demand. In the future, however, Serbia could do much 
better by emphasising the development of exports as a new, 
potentially powerful, source of growth. The share of exports in 

Serbia’s GDP, currently only 25 percent, should be double or tri-
ple that, which is the current average for new EU member states. 
The point is not that consumption should be cut, but by pushing 
exports and thus speeding up growth, all components of the GDP 
could grow faster. 

The global financial crisis has already had a significant impact 
on Serbia and that will likely continue to be felt in the coming 
months and years. The inflow of investments and loans has sharply 
decreased, the economy has slipped into recession, unemployment 
has increased and living standards have deteriorated. 

With monetary policy still focused on controlling inflation, fis-
cal policy is the primary buffer against any spill-over from the cri-
sis. One of the most serious challenges for Serbia at this point is 
the rising budget deficit, which may well reach over 6.5 percent 
of GDP for 2012. Serbia has increasingly had to borrow to cover 
recurrent expenditures, rather than to finance public investment. 
As a result, public debt has increased significantly and, while this 

may not drop back to the legal limit of 45 percent of GDP in the very 
short term, potential lenders will certainly want to see a commit-
ment to a credible set of actions to bring the trend down. To reduce 
the budget deficit and associated borrowing, doing everything pos-
sible to improve the cost-effectiveness of the public sector should 
definitely be high on the “radar screen” of the new government. 
Another issue requiring urgent attention is the cost of the public 
enterprise sector. Close to €700 million of public resources are 
transferred every year to cover state-, municipally- and socially-
owned companies, while public companies are also responsible for 

accumulating a stock of close to €4 billion in arrears and contin-
gent liabilities. 

Over the medium term, Serbia needs to concentrate more effec-
tively on making the most of EU accession, as well as expanding its 
trade with other huge foreign markets. The rising sophistication of 
Serbia’s exports and many “emerging export champion” goods at-
test to the ability of the economy to produce and export even under 
current constraints. 

The number one task of the authorities now is to accelerate 
reforms to create an environment that is highly conducive to ex-
port-led growth in the private sector, both domestic and foreign 
owned. In particular, we would recommend that action be taken, 
as a matter of priority, in four areas where many constraints that 
hamper the prospects of private businesses and discourage more 
significant inflows of much-needed FDI remain: skills of available 
labour force and opportunities for their upgrade, supply of electric 
power, access to land and property rights and trade facilitation, e.g. 
the performance of the transport and logistics sectors. 

Over the last few years Serbia’s government has implemented a 
series of reforms, including streamlining the procedures for start-
ing and closing businesses, improved access to credit, strengthened 

competition laws and improved contract enforcement. 
However, Serbia’s relatively low rank suggests there is sig-
nificant scope for further improvements. To improve com-
petitiveness, it is important to accelerate reforms and urge 
their implementation; and at all levels of government. 
Three areas where a better business environment could 
facilitate export-led growth stand out: (i) the problem of 

sub-national differences in administrative procedures and large 
variations in the efficiency of local governments; this slows down 
investment decisions and causes increased concentration of invest-
ment in certain cities and regions to the detriment of others; (ii) 
improvements needed in the “national quality infrastructure”, such 
as phyto-sanitary procedures, standards, metrology, accreditation 
and certification processes, which is critical to trade in – inter alia – 
promising sectors like the automobile and food industries; and (iii) 
improvements in the enforcement of contracts, with difficulties re-
lated to this currently acting as a deterrent for investments. ■

With monetary policy still focused on controlling 
inflation, fiscal policy is the primary buffer against any 

spill-over from the crisis

serbia’s growth performance prior to the crisis had 
been solid, but characterised by major imbalances

Exports - Potentially Powerful 
source of Growth
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in the past few years, thanks to creative energy and a vision 
of development, subotica has become a leader in attracting 
foreign direct investment in serbia and the region

Serbia and 
Subotica also 
offer foreign 
investors 
many other 
benefits, such 
as duty-free 
exports to the 
countries of 
South Eastern 
Europe, Russia 
and Turkey, 
as well as 
the lowest 
corporate tax 
rates

corporate

subotica – rhythm of success

Alongside special customs privileg-
es and the maximum simplification 
of administrative procedures, with-
in the Free Zone in Subotica inves-
tors can perform all activities with 
protection against currency risk. In 
addition to existing benefits, such 
as an educated workforce available 
at competitive prices and a strategic 
geographical position, Serbia and 

Subotica also offer foreign inves-
tors many other benefits, such as 
duty-free exports to the countries 
of South Eastern Europe, Russia and 
Turkey, as well as the lowest corpo-
rate tax rates in Europe.

In the previous period the Re-
public of Serbia secured direct sub-
sidies for investors based on the 
creation of a number of new jobs. 
Namely, investment projects in all 
sectors, except trade, tourism and 
agriculture, are eligible to apply for 
grants. The funds are intended to 
finance investment projects pro-
moting international trade in the 
manufacturing and service sectors.

Subotica also boasts a significant 
tourism resource in the form of Lake 
Palić, located just seven kilometres 
from the city centre. The resorts 
of Subotica and Palic are located at 
the intersection of roads linking the 
Balkans to Northern and Western 
Europe, at an important geostrate-

gic location, right next to the border 
with Hungary. Palić’s development 
path is organised by the Palić tour-
ist development complex project 
- Master Plan. This strategic docu-
ment envisages the construction of 
a high class tourist destination ac-
cording to the principles of sustain-
able development, which is being 
realised by the company Park Palić 
Ltd. This public company is both a 
partner and service provider for all 
investors interested in investing in 
projects designed as part of the Mas-
ter Plan. The plan envisages the con-
struction of four hotels, a convention 
centre, a golf course with villas and 
bungalows, an aqua park, thermal 
pools, tennis courts and other sports 
pitches, as well as a whole series of 
restaurants, cafes and associated of-
fers. The total planned investment 
for all six zones in the first phase 
amounts to about €116 million. The 
Municipality of Subotica is working 
to build the infrastructure needed 
for the realisation of this project. ■

Modest Dulić, Mayor of Subotica

I
n the north of the Republic of 
Serbia, in the spirit of Europe, 
Subotica is a city rich in history 
and culture, with a multi-ethnic 

composition of hardworking and 
educated people. Subotica today is 
a modern city with around 150,000 
residents, well connected by rail 
and road to the countries of Europe, 
and to the rest of the world via the 
airports of Belgrade and Budapest. 

The Municipality of Subotica 
is a multiethnic community with 
a population consisting of repre-
sentatives of more than 20 different 
nationalities, the most numerous of 
which are Hungarians, Serbs, Croats 
and Bunjevci. Simultaneously, Sub-
otica is also a city that for centuries 
has been home to a harmonious 
community of people of different 
religions - Catholic, Orthodox, Prot-
estant and others. In addition to its 
favourable geographical position, it 
is also located on one of Europe’s 
main traffic intersections. In the 
past few years, thanks to creative 
energy and a vision of development, 
Subotica has become a leader in at-
tracting foreign direct investment in 
Serbia and the region. Thus, in the 
period between 2009 and 2012, 
renowned international companies 
launched successful operations in 
the city’s manufacturing sector.

The security of property and 
investments, as well as stable pros-
perity, are ensured by a clean prop-
erty-legality situation, as well as the 
transparent, professional and effi-
cient work of the local government, 
which is committed to working in 
accordance with the quality and 
standards of the European level. 

industry of subotica

► Foreign investors 2003-2012
• SIEMENS 2003.
• DUNKERMOTOREN 2010.
• TATRAVAGONKA 2010.
• NORMA GROUP 2011.
• CONTINENTAL - CONTITECH 2011
• SWAROVSKI 2012.
• CALZEDONIA 2012.
• ... your company 201_
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none of the electronic public services in serbia have yet reached 
the level of full accessibility

are required (paper or personal 
communication) in order to real-
ise the full public service. Imple-
mentation of full e-communication 
with the state will bring millions in 
savings to the economy, in terms of 
direct and indirect effects. 

► Serbia will gain a fourth land-
line operator by the end of this 
year. Could you tell us more about 
the situation on the ground in 
Serbia’s fixed telephony sector?
- Fixed line telephony in Serbia 
still has the potential to grow. Af-
ter the long lasting state monopoly, 
the playing field for new fixed op-
erators was established in January 
2012. What happened in the mean-
time, with the rise of mobile teleph-
ony, are a moderate fall in the inter-
est of customers in fixed telephony 
and, consequently, a falling number 
of fixed subscriptions. The Serbia 
Broadband Network’s entry on the 
fixed market is expected in the au-
tumn, which will bring the possible 
reallocation of customers of the still 
dominant Telekom Srbija to new 
players. When it comes to existing 
players, Telenor has so far orientat-
ed its landline telephony activities 
to its business customers only, thus 
leaving space for new competition 
in the fixed residential market. Still, 
what has to be checked in the first 
place, and what the existing fixed 
operators already know, is whether 
retail prices in fixed telephony will 
follow the costs. This is one of the 
basic preconditions in order to at-
tract more players in this area.

► In terms of the technological 
and economic aspects of the e-
communications market, could 
you tell us what level Serbia is cur-
rently at compared to EU coun-
tries and what kind of measures 
the FIC Committee is proposing?
- When we look at the electronic 
communications market as a whole, 
we could say that some aspects are 
among the rare areas where Serbia 
is really keeping pace with the rest 
of the developed world. On the oth-
er hand, use of modern means in 
everyday communication between 
citizens and the state is very weak. 
Extensive paperwork in the daily 
operations of state authorities is 
still present and there is huge re-
sistance to modern technologies 
here. We can classify this behaviour 
as under underdeveloped e-gov-
ernment. On the other hand, Serbia 
is slowly advancing in terms of in-
ternet technology, although it is lag-
ging behind in the speed of internet 
connections and is very developed 
when it comes to mobile telephony 
and applied technologies there. 
Looking at the economic aspects 
of the e-communications market, 
according to statistical data, it con-
tributes about 6% to GDP, but could 
contribute even more, subject to 
certain conditions – including the 
regulatory concerns that play an 
important role. The State should in-
tensively stimulate the use of these 
services and follow what has al-
ready happened in the neighbour-
hood and the EU, where industry 
associations can be of great help. ■

T
he state administration 
needs to develop reforms 
based on implementa-
tion of the E-Government 

Development Strategy in Serbia, 
which should be fully implemented 
by the end of 2013.

► What kind of savings will the 
application of ICT technology 
bring?
- E-Government has an extremely 
important role. It improves the in-
ternal workings of the public sec-
tor by reducing the financial costs 
and time needed to better integrate 
work flows and processes. From 
the users’ perspective (citizens, 
businesses, organisations etc.), E-
Government enables them to carry 
out activities in simpler, faster and 
cheaper manner. Although Serbia 
has improved its online services to 
citizens, the level of development 
of electronic public services is still 
below all EU countries. Based on 
statistical data on internet use vis-
à-vis government organizations, 
46.5% of the population of Serbia 
interacted with state institutions 
in 2011, in terms of download-
ing/requesting forms, completing 
forms online and accessing infor-
mation from government organi-
sations. At first glance, this data 
does not look bad. However, on the 
other hand,  none of the electronic 
public services in Serbia have yet 
reached the level of full accessibil-
ity, which means that in addition 
to electronic access to government 
bodies, further formal procedures 

vera nikolić DiMić, FIC Telecommunications & IT Committee President (VIP Mobile)

Extensive 
paperwork 
in the daily 
operations 
of state 
authorities is 
still present 
and there 
is huge 
resistance 
to modern 
technologies 
here

IntervIew

E-Government 
Extremely important
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Consumer spending must be encouraged, 
while a combination of different measures  

– taken by the central bank, commercial 
banks and the government of serbia – is 

necessary in order to revive economic 
activity. only once we see the revival of the 

economy in certain areas and the creation 
of a number of new jobs will we be able to 

talk about streamlining government bodies, 
surplus staff and other austerity measures

jelena krstović, Vice President of Delta Holding

Medium-term 
plans will see 
Delta Holding 
further 
develop 
its core 
businesses: 
agriculture 
and food 
production, 
and the real 
estate sector

IntervIew

Consumption 
a Priority

consumer goods, car sales, real es-
tate development, as well as finan-
cial and insurance services.

Delta Holding operates in Ser-
bia and has business plans that 
focus on the international market, 
while operations are carried out 
through five organisational units: 
Delta Agrar Group, Delta Real Es-
tate Group, Delta Distribution, 
Delta Sport and Delta Generali 
Insurance. 

Delta Holding, which operates 
on the markets of Serbia, Bosnia 
& Herzegovina, Montenegro, Al-
bania, the European Union, Rus-
sia and Switzerland, is the first 
Serbian company to have made 
significant investments in the EU 
market. Delta Agrar has a distri-
bution centre for fruit and vegeta-
bles in Russia. A Delta City shop-
ping centre has been built in the 
Montenegrin capital of Podgorica. 
Delta Sport is the exclusive dis-
tributor of Nike and is the leading 
sports retail chain in the region 
(Serbia, Montenegro, Macedonia, 
Bosnia & Herzegovina and Alba-

nia). Delta Sport also signed the 
franchise agreement with Costa 
Coffee to open outlets across the 
former Yugoslavia and Albania.

► A changeable economic situ-
ation, coupled with the con-
stitution of a new government 
and reform measures which 
are under preparation, will 
change many companies’ stra-
tegic programmes. Will this 
lead to changes to the plans 
of Delta Holding and, if so, to 
what extent?
- Delta Holding’s strategic plans 
remain unchanged, because they 
are not made on the basis of 
short-term economic changes, but 
rather on long term goals and as-
sessments of global and regional 
trends. Plans were adjusted with 
the emergence of the global eco-
nomic crisis (2008) and our timely 
response to those new conditions 
for doing business yielded good 
results. In the first half of 2012 the 
companies comprising Delta Hold-
ing achieved 6.5 percent greater 

I
n late July, at the end of nego-
tiations over the formation of 
a new Serbian government, 
Delta Holding vice president 

Jelena Krstović made an appeal for 
the banking sector to exert efforts 
aimed at creating a more favour-
able environment for companies 
and for banks to freeze claims from 
companies and private individuals 
for a two-year period in order for 
them to be able to continue op-
erations. This proposal met with 
resistance from some experts, 
though the majority concurred 
with the assertion that there can 
be no economic recovery without 
consumer spending. Many are will-
ing to support such an observation, 
especially when they come from 
one of the three largest companies 
in Serbia and the only one that has 
managed to significantly invest on 
the market of the European Union. 

Members of Delta Holding are 
engaged in agricultural production, 
food manufacturing, retail sales, 
export, import, representation of 
foreign companies, distribution of 
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gest investors, share the fate 
and views of the largest foreign 
investors in Serbia, in terms of 
the business environment, the 
predictability of doing business, 
the dialogue with the govern-
ment etc.?
- Delta Holding fully supports the 
views of foreign investors. This is 
about elementary conditions for 
successful operations and about 
the regulating of the market, and 
that is precisely what we are seek-
ing from the Serbian government 
and other relevant bodies.

► In your opinion, what should 
be the realistic short-term pri-
orities of the new government 
when it comes to overcoming 
current economic difficulties?
- Serbia is characterized by a very 
low standard of living, which fell 
much faster even compared to the 
other countries of the region. Con-
sumer spending is very low and 
the unemployment rate is alarming 
and is certainly above 25 percent. 
Consumer spending must there-
fore be encouraged, while on the 
other side a combination of differ-
ent measures – taken by the central 
bank, commercial banks and the 

government of Serbia – is neces-
sary in order to revive economic ac-
tivity. Only once we see the revival 
of the economy in certain areas and 
the creation of a number of new 
jobs will we be able to talk about 
streamlining government bodies, 
surplus staff and other austerity 
measures. The Euro exchange rate, 
which suffered dramatic changes 
in the past year, should also be at 
the top of the list of priorities of fis-
cal and executive powers.

► Despite the economic crisis, 
Delta has committed itself to se-
rious investments – from shop-
ping centres, to the hotel indus-
try and agriculture. What are 
Delta’s investment priorities up 
to the end of 2013?
- By the end of this year, our prior-
ity in current projects is the com-
plete reconstruction of the Hotel 
Continental. This has already com-
menced and will last until summer 
2013, after which this site will see 
the opening of a hotel belonging to 
the Crowne Plaza chain. In agree-
ment with the InterContinental 
Hotel Group, which owns this hotel 
chain, Crowne Plaza Belgrade will 
have five stars, which is relatively 
rare for this international chain. At 
the same time, intensive prepara-
tions are underway for the Delta 
Planet shopping mall project, the 
construction of which should begin 
in spring 2013, with completion 
scheduled for autumn 2014, when 
we will offer Belgrade and the re-
gion the largest and most modern 
retail centre in this part of the 
world. This investment is worth 
around €200 million, which will be 
raised from project financing. We 
are continuously investing in ap-
ple orchards on our Danube-side 
estate in Čelarevo. With its exist-
ing area of 350 hectares of modern 
apple varieties, this is the largest 
fruit growing operation in this part 
of Europe. Our plan is to further 
expand it to as much as 1,000 hec-
tares by 2015. ■

revenue than in the same period 
last year (a total of 39.1 billion di-
nars), while operating profits be-
fore depreciation and amortization 
(EBITDA) were up by as much as 
24 percent (or, in absolute terms, 
3.6 billion dinars). Profit of 2.3 bil-
lion dinars has been realised.

Medium-term plans will see 
Delta Holding further develop its 
core businesses: agriculture and 
food production, and the real estate 
sector – particularly the construc-
tion of retails outlets in Belgrade, 
Novi Sad, Niš and Banja Luka.

► Foreign investors have been 
complaining for years about 
the “business environment” in 
Serbia – from the bureaucracy, 
to corruption and slow justice... 
How does Delta Holding respond 
to these problems?
- The business environment is the 
same for both foreign and domes-
tic companies - and we can say 
that the response is the same for 
all business representatives. We 
are all seeking a reduction in bu-
reaucratic procedures, speedier 
approvals of necessary permits, 
greater predictability of doing 
business both in terms of fiscal lev-
ies and in terms of currency fluc-
tuations. Sometimes governments 
are more willing to listen to the 
suggestions of foreign investors, 
because these are large and repu-
table international companies. The 
FIC White Book has traditionally 
represented a significant piece of 
economic literature in Serbia and 
that is positive. Perhaps local and 
foreign investors should actually 
offer more shared opinions on is-
sues of macroeconomic policy and 
conditions for doing business, be-
cause then one would more clearly 
see the seriousness of the prob-
lems in question. In this way the 
opinions of business people would 
gain further momentum.

► To what extent does Delta 
Holding, as one of Serbia’s big-

Local and foreign investors should actually 
offer more shared opinions on issues of 
macroeconomic policy and conditions for 
doing business, because then one would more 
clearly see the seriousness of the problems
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in times of economic crisis, human 
capital becomes increasingly important

to develop professionally and be 
involved in decision making. They 
expect less authoritarian manage-
ment and new responsibilities in 
accordance with their duties.

Although the battle for top tal-
ent remains fierce, HR managers 
are nowadays faced with the often 
equally important question of mo-
tivation. Given that organisations 
are reorganising staff and work 
processes, HR managers have to 
know how to train business lead-
ers to help employees who are 
afraid of change. This is especially 
true for companies that are experi-
encing downsizing and where lead-
ers are required to manage others 
in difficult times when they them-
selves feel inadequate security.

► What are the key problems 
when it comes to unemployment 
in Serbia and what are the pos-
sible solutions?
- The labour market in Serbia is 
showing the same trend as the rest 
of the economy – that of decline. 
In order to reduce expenses, many 
companies have decided to reduce 
their headcount. That trend con-
tinues in 2011/2012 – employers 
downsize the workforce in order to 
reduce costs. Reduced economic ac-
tivity and consumption worldwide 
have brought about a reduction in 
exports and economic activity in 
Serbia, while the reduction in in-
come of the Serbian population has 
resulted in a decline in demand for 
domestic and imported goods. Such 
trends in the real sector inevitably 
lead to reduced demand for labour, 
as a measure which derives from 
economic activity.  The Serbian 

government and its ministries have 
undertaken some measures in these 
times of crisis. The government has 
ratified the National Employment 
Action Plan for 2012, which is a 
tool for the implementation of ac-
tive politics. This employment plan 
defines the targets and priorities of 
the employment policy and declares 
programmes and measures which 
are to be realised in order to achieve 
set targets and enable the sustain-
able rise of employment levels.  

► What proposals has the HR 
Committee made regarding 
amendments to the Labour Law 
and improving the situation in 
that area, in order to cover the de-
mands imposed by the market?
- Amendments, additions or chang-
es to the Labour Law have been 
necessary for years. We believe that 
this field has to be aligned with EU 
standards, as well as the necessary 
needs of business, and the first thing 
is to enable all employers’ greater 
flexibility in the field of labour re-
lations. Changes in all spheres of 
business life greatly affect the area 
of legislation concerning labour 
relations. Several important provi-
sions that have been cited, such as 
more flexible forms of work, ex-
tension of the period for part time 
and redundancy payments, are 
only short-term requirements that 
would greatly contribute to a bet-
ter business environment. Changes 
to the overall regulation of labour 
relations should make engaging 
employees more flexible and, thus, 
increase employment levels and 
create a positive business climate 
for all employers in Serbia. ■

A
lthough demand on the 
labour market has de-
creased, resulting in 
fewer job opportunities, 

the retention of key personnel is in 
the focus of HR professionals more 
than ever, as this is vital for surviv-
ing the crisis, says Dejan Ječmenica, 
President of the FIC HR Committee.

► What are the current trends 
in Serbia’s HR sector? What has 
been done over the last year with 
regard to HR Committee propos-
als for improving the regulatory 
environment and enhancing the 
quality of human resources?
- In times of economic crisis, human 
capital becomes increasingly impor-
tant. Mature companies tend to de-
fend their high potential even more 
and it is still difficult to find both 
suitable and immediately available 
candidates to take over important 
strategic positions in companies.

The key issue in previous years 
and also today is even more empha-
sised attraction, motivation and 
retention of the best talent. Young 
leaders with great potential expect 

Dejan ječMeniCa, FIC HR Committee President (Wiener Stadtische osiguranje a.d. Beograd)

The labour 
market in 
Serbia is 
showing the 
same trend 
as the rest of 
the economy – 
that of decline

IntervIew

Labour Law should be aligned 
With Eu standards
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serbia is competitive compared to neighbouring countries, considering the main 
reasons Bosch decided to go launch production here

jovanka jovanović, General Manager of Robert Bosch

A group of 
colleagues 
from Belgrade 
are the only 
ones in the 
world in 
charge of 
the North 
American 
market for 
the segment 
of operations 
from the parts 
under their 
authority

IntervIew

the advantages of investing in serbia

location in Pećinci, near Belgrade, 
is well positioned for the needs of 
buyers and suppliers, both in EU 
countries and in the context of CEE 
markets. Furthermore, the Munici-
pality of Pećinici proved to be very 
effective in supporting investors by 
reducing administrative procedures 
in a reasonable time frame. The 
availability of a skilled and compe-
tent workforce also proved to be a 
good opportunity during the recent 
recruitment of different profiles, 
where we decided to send a number 
of engineers for training in Ger-
many over a period of one to two 
years. So, good infrastructure and 
the availability of skilled labour are 
the main reasons for opening our 
manufacturing facilities in Serbia.

► How would you describe the cli-
mate for investors in Serbia? What 
are the benefits and in which are-
as should work still be done?
- Bosch recognised the benefits of 
investing in Serbia some four years 
ago, though of course on a smaller 
scale than this project of invest-
ing in production capacities. The 
result of that is a team of 40 staff 
in centres of competence where a 
certain group of colleagues from 
Belgrade are the only ones in the 
world in charge of the North Amer-
ican market for the segment of op-
erations from the parts under their 
authority. We have been continu-
ously expanding operations in this 
segment for several years.

Serbia is competitive compared 
to neighbouring countries, consider-
ing the main reasons Bosch decided 
to go launch production here. The 
automotive industry is also in a de-
velopment phase that is accelerating 
more and more, taking into account 
the development of Fiat in Serbia, 
along with its subcontractors.

For investors planning to devel-
op in Serbia long-term, over the com-
ing decades, political stability is very 
important, as is the continuation 
of European integration. Economic 
stability is also very important and 
should be considered in light of, on 
the one hand, the objective (difficult) 
circumstances at the global level and, 
on the other, the need for work at the 
local level on reforms that will create 
an environment conducive to devel-
oping the businesses of all partici-
pants on the market, both small busi-
nesses and international companies.

► In addition to its range for the 
automotive industry, what other 
Bosch products are present on 
this market?
- At the regional level, including 
the markets of Serbia, Montene-
gro and Macedonia, Bosch is very 
present with a wide range of power 
tools, both professional and for 
hobby use, with over 100 innova-
tions entering the market every 
year. Bosch power tools are widely 
used in both household segment 
and large infrastructure projects, 
such as the construction and re-
construction of bridges and roads. 
In the thermo techniques field, 
Bosch, or rather our Buderus and 
Loss brands, with their large heat-
ing systems, are present in power 
stations and industrial plants, as 
well as being present with small 
heating system and hot water ap-
pliances in residential applications. 
Security systems that include video 
surveillance systems, access con-
trol, anti-fire and evacuation sys-
tems, conference systems and the 
integration of these are present in 
significant facilities or institutions, 
such as parliaments, power plants 
and airports, as well as business 
and industrial facilities. ■

C
onfirmation has been 
received from the com-
pany Robert Bosch that 
this auto components 

manufacturer will open a factory 
for automotive wiper systems in 
Pećinci, near Belgrade, in August 
2013. Initially to employ 100 as-
sociates, the ultimate goal of the 
company is to have 620 employees 
by the end of 2016. 

“In July infrastructure work 
got underway on the site and then 
we continued with the construc-
tion work, with plans to build 
22,000m2 of office and manu-
facturing space at the facility in 
Pećinci,” says Jovanka Jovanović, 
General Manager of Robert Bosch 
in Serbia, adding: “the start of trial 
production is planned for August 
2013, with serial production to 
start in the first quarter of 2014. 
In the second phase, planned for 
2016, additional facilities will be 
built to include a total of 40,000m2 
and employ a staff of 620.”

► How come you opted for Ser-
bia in particular for this invest-
ment worth €70 million?
- After careful analysis of several 
sites in central and eastern Europe, 
Bosch opted for Serbia because it 
was considered a very good loca-
tion for supplying the markets of 
Central Europe, primarily because 
of its good infrastructure and the 
availability of skilled labour. The 



56     GuIDE TO ThE FOrEIGN INvESTOrS COuNCIL     2012/13

DiMitar anDonov, Market Operations Manager Serbia, Macedonia, Kosovo, Montenegro

Creating and 
maintaining a 
level playing 
field, speeding 
up the 
harmonisation 
process and 
establishing 
an ongoing 
dialogue are 
prerequisites 
for creating 
a predictable 
business 
environment

IntervIew

regional approach for Market Leader

► You are also responsible for 
regional markets. To what ex-
tent does regional stability im-
pact on your business?
- The countries of our region rep-
resent an important factor of our 
business in Europe. We are proud 
of our performance track record 
in the region, despite the com-
plexity of operating in many areas 
that have their own specificities 
in terms of demography, political 
landscape, economy and culture, 
not to mention different currencies. 

However, managing the port-
folio for these territories is com-
plex in times of political instability, 
which we are now seeing in some 
of these countries. One notable ex-
ample is that of Montenegro, where 
the government decided that it 
needed additional revenue and so 
introduced an exceptionally high, 
narrow-based, excise tax on soft 
drinks. While we understand gov-
ernments’ fiscal motives for such a 
decision, this high and narrow tax 
proved devastating for the entire 
sector, leading to sharp volume 
drop and affecting our plans for fur-
ther investment in marketing, retail 
and HoReCa outlets. This can have a 
knock-on affect on our value chain, 
as we know that each direct job in 
the Coca-Cola system in Europe 
leads to the creation of a minimum 
of another 9-10 jobs upstream 
(suppliers) and downstream (with 
distributors and retailers). In Ser-
bia, for example, every job in the 
Coca-Cola System is linked to 13 in-
direct jobs in the broader economy. 

We are working very diligently 
to maintain an open dialogue with 
all of the region’s constituents and 
decision makers, in order to cre-
ate an understanding and joint 
advancement not only for our busi-
ness, but, more importantly, for the 
communities in which we operate. 

► Do you expect the consolida-
tion of the region’s markets to a 
certain extent, thereby leading 
to an increase in operational ef-
ficiency for large companies op-
erating across the region?
- The EU integration process is 
crucial to this. There are still 
many inconsistencies in the food 
and beverage sector across the 
region. Differences in the pace 
and level of implementation of EU 
compatible legislation adds to the 
complexity of goods transporta-
tion, import procedures, labelling 
requirements etc. The entire food 
and agriculture industry in Serbia 
recognises that we have several 
cornerstone regulatory acts that 
require updating. I’ll only mention 
the key ones: harmonising bylaws 
with the Food Safety Law, sim-
plifying and uniforming import 
procedures, ensuring thorough 
quality control and labelling re-
quirements as per EU standards. 
This will lead to increased trans-
parency of procedures, reducing 
the potential for corruption, cre-
ating a level playing field, easing 
regional operations and providing 
greater consumer protection. 

► What would you propose the 
Serbian government includes in 
its priorities for improving the 
business environment and at-
tracting new foreign investments?
- Creating and maintaining a level 
playing field, speeding up the 
harmonisation process and estab-
lishing an ongoing dialogue are 
prerequisites for creating a pre-
dictable business environment. 
This is the key to ensuring that 
businesses in Serbia operate to 
their fullest capacity, as flourish-
ing businesses are the best rec-
ommendation for any potential 
new investor. ■

“T
he Serbian gov-
ernment has an-
nounced difficul-
ties in stabilising 

the budget and maintaining the 
social status of citizens by the end 
of this year. Under such circum-
stances, how is your company 
planning to maintain the efficien-
cy of your investment in Serbia?
- The Coca-Cola brand and system 
have been present in Serbia for 
over 40 years and by now have be-
come an integral part of the Serbian 
society, business and community. 
We are very proud that not only 
our flagship Coca-Cola trademark 
is a most beloved brand here, but 
also that locally acquired brands 
Rosa and Next have become lead-
ers in Serbia and the region.

During these years of economic 
downturn even a big system like 
ours has not been spared. Our phi-
losophy of constructive discontent 
has led to us making a timely reas-
sessment of business processes and 
careful planning with our partners 
across the value chain, thus sustain-
ing our results and achieving ever 
more ambitious goals. However, the 
fact remains that almost the entire 
year to date has been marked by 
a standstill in the EU integration 
process and uncertainty regarding 
the direction of further regulatory 
reforms, which is never helpful to 
a business. We hope that, with the 
new government now in place, the 
dialogue between the business and 
public sectors will take off, so that 
we can enhance cooperation and 
advance regulatory harmonisation. 

according to Coca-Cola’s Dimitar andonov, the countries of the sEE region represent 
an important factor of this soft drink giant’s business strategy. “We are proud of our 
performance track record in the region, despite the complexity of operating in many 
areas that have their own specificities,” says andonov for this year’s FiC Guide
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after years of deterioration and finally abandonment, Belgrade’s legendary hotel 
Metropol seemed destined to disappear from the face of the city. however, thanks 
to a major Greek investment, this famous city venue is set to be resurrected as the 
Metropol Palace, with all the luxury of its predecessor and then some

stylianos koutsivitis, Executive Director of Kokari Ltd.

No other five-
star hotel in 
Belgrade’s 
luxury hotel 
segment is 
expected to 
match the 
Metropol’s 
breadth of 
offer and 
overall quality

IntervIew

a star returns

in that regard?
- In Serbia the direct contribution of 
travel & tourism to GDP is expected 
to have been 81.1 billion dinars in 
2011 (2.3% of GDP) and is expected 
to grow by 4.4% per annum, a figure 
that gives a clear indication of the 
further growth potential in the near 
future. Serbia is expected to attract 
710,000 international tourist arriv-
als in 2012, while by 2021 interna-
tional tourist arrivals are forecast to 
total 1,148,000, growing at an aver-
age annual rate of 4.9% According 
to World Travel and Tourism Council 
reports, the travel & tourism sector 
is expected to attract capital invest-
ments of 19.7 billion dinars, rising by 

3.4% annually to 27.7 billion dinars. 
One of the basic factors limiting 

tourism development in Serbia was 
the insufficient investments in this 
part of the economy, something that 
seems to have significantly changed 
with a big line of international hotels 
set to come to the market during the 
new few years. In 2011 Belgrade was 
voted the best tourist destination 
within the Southeast Europe region.

The prospects of Serbia joining 
the EU creates conditions conducive 
to further boosting the foreign di-
rect investments necessary in order 
to develop the luxury hospitality 
infrastructure. We truly believe that 
with the refurbishment of Metropol 

Palace, an investment worth ap-
proximately €70 million, we will 
significantly contribute to upgrad-
ing the already existing hospitality 
infrastructure of Belgrade.

► Which part of the hotel’s serv-
ices are you particularly proud 
of and what are you preparing as 
the biggest surprise for your fu-
ture guests?
- In its heyday the hotel hosted dig-
nitaries of the highest level, royalty, 
politicians, celebrities from the arts 
and famous athletes. The overarch-
ing vision was for the refurbishment 
to recapture its former glory and also 
generate a great deal of excitement in 
the local community. Metropol Pal-
ace will have 139 rooms and suites, 
but also the biggest banquet space in 
the city  (2,000 square metres)  for 
staging social events, business meet-
ings and conferences, multiple food 
and beverage outlets, an amazing 
spa and fitness centre, with a 25-me-
tre-long indoor swimming pool, ex-
tensive verandas with outdoor space 
and ample parking space.  

► What sort of target group are 
you hoping the Hotel Metropol 
Palace will attract?
- International business and leisure 
travellers, but also domestic business 
and the local community will be the 
heart of our core business related 
to accommodation, events and the 
congress sector. The high end local 
community will also be the target 
market for our banquet facilities. We 
are committed to enabling the most 
discerning traveller to collect a world 
of unique, authentic and enriching 
experiences that captures the sense 
of both luxury and place. ■

T
he Hotel Metropol was 
a meeting point for the 
Belgrade elite for many 
years. How do you envis-

age the pace of works needed for 
the hotel to achieve its full work-
ing capacity? 
- The legendary status of the Hotel 
Metropol remained unbroken for so 
many years and the hotel became 
a permanent fixture in the power 
state apparatus of the country. 

Initially designed by the ar-
chitect Dragiša Brasovan, but now 
refurbished by the famous London 
based Architectural office MKV, 
Metropol Palace will soon operate 
again, in early autumn this year, and 
– following some additional refur-
bishment works – will be fully op-
erational, to its full capacity, by the 
end of the year. Having hosted leg-
endary events in the past, crowned 
by the attendance of such person-
alities as President Tito, Louis Arm-
strong, Sophie Loren and Jawaha-
rlal Nehru, it has built the core of 
the legendary status that the hotel 
has retained to this day. Metropol 
Palace will be managed by Kokari, a 
hospitality company currently man-
aging the Sheraton Sofia Hotel Bal-
kan, a luxury hotel within the Star-
wood network. Kokari has adopted 
a strategy to develop and manage 
flagship five-star hotel properties 
within existing properties which 
have heritage, style and distinctive 
architecture within some of South-
east Europe’s major capital cities. 

► Belgrade is undoubtedly lack-
ing a large number of hotels, 
but also suitable conference 
and congress venues. What will 
be the Metropol’s contribution 
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the most striking problem of banks in serbia arises from non-performing loans (nPLs), which 
has been further aggravated by this year’s continuous depreciation of the domestic currency

veliMir BaBić, Director of Corporate Banking functions, Vojvođanska banka a.d. Novi Sad

Vojvodjanska’s 
loan portfolio 
shows a 
far better 
performance 
than the 
market 
average, with 
NPLs below 15 
percent

IntervIew

nPLs – top Problem
additional value, increase exports 
and employment. The answer to 
these two most pressing problems 
lies in economic recovery. As such, 
the basic measures the government 
has to undertake to help banks are 
identical to those necessary for 
economic growth and develop-
ment: fiscal consolidation followed 
by public administration reform; 
maintaining price/exchange rate 
stability; pursuing a credible and 
mutually aligned monetary and fis-
cal policy; dinarisation; eradicat-
ing corruption; larger investments 
in infrastructure; stimulating 
export-orientated branches of in-
dustry and agriculture; eliminating 
monopolies and; creating a legal 
system that will efficiently protect 
proprietary and contractual rights.

► Illiquidity is a general prob-
lem of the Serbian economy. Is 
the legal system providing effi-
cient protection of banks’ inter-
ests regarding the collection of 
receivables and how is Vojvod-
janska Banka coping with NPLs?
- The state has to do more in the 
sphere of financial discipline, find a 
way of itself becoming a more regu-
lar payer and thereby improve gen-
eral liquidity and use legal solutions 
to tackle this problem systemically. 

Vojvodjanska’s loan portfolio 
shows a far better performance 
than the market average, with 
NPLs below 15 percent. This is the 
result of an adequate risk manage-
ment policy that implies financing 
on the basis of a thorough cash 
flow analysis. It is vital to deter-
mine that a company’s operations 
and cash flow ensure smooth loan 
repayment. Our clients also show 

a high level of repayment respon-
sibility and regularity, thanks to 
our close cooperation and healthy 
relations with clients facing tem-
porary difficulties. For such clients 
we reschedule the loan liabilities, 
naturally, in accordance with their 
possibilities, and in these cases a 
timely reaction and the capability 
of inferring what kind of reschedul-
ing would help the client in the me-
dium term are of great significance.

► Where does Vojvodjanska 
Banka see scope for further 
growth and development in the 
coming period?
- Vojvodjanska Banka, of the NBG 
Group, has supported our country’s 
economy since its foundation. We 
constantly develop products and 
services and place special emphasis 
on enhancing service quality and 
developing a comprehensive, per-
manent and solid relationship with 
clients. We plan to disburse loans 
of around €160 million during 
2012 to companies and individuals 
in Serbia. Our strategic growth and 
development in the coming period 
is mainly based on corporate port-
folio increases, with a particular 
emphasis on SMEs in agriculture 
and the processing industry, which 
have the largest capacity to create 
new values and which are therefore 
also competent on foreign markets. 
We can also support exporters via 
the operative presence of the NBG 
parent group in the region and 
the Mediterranean. Vojvodjanska 
Banka’s long-term orientation is 
to actively support exports which, 
along with investments, should be 
the driving force of Serbia’s future 
economic development. ■

T
hanks to the regulations 
of Serbia’s central bank, 
the country’s banking 
sector is highly capital-

ised and has strong liquidity. This 
has been of pivotal importance for 
preserving stability during the eco-
nomic crisis and has ensured banks’ 
operations continue unhindered.

► Which key measures should 
the state adopt to assist the 
banking sector in overcoming 
current problems?
- The banking systems of more 
developed countries, where some 
banks only avoided bankruptcy 
thanks to bailout interventions, 
cannot boast of the stability of Ser-
bian banks. Moreover, these govern-
ments simultaneously intervened 
by issuing currency to mitigate fall-
ing loan activity. This was not the 
case in Serbia, where the banking 
sector coped well with these deli-
cate circumstances by maintaining 
the same level of total loans.

The most striking problem of 
banks in Serbia arises from non-
performing loans (NPLs), which 
has been further aggravated by this 
year’s continuous depreciation of 
the domestic currency making the 
timely repayment of loans even 
more difficult. On the other hand, 
the biggest challenge is increasing 
the level of loan activities and di-
recting them towards sustainable 
long-term projects that can create 
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We have identified and included in the plan all parties that will benefit from the 
construction of hydropower plants: local governments, local communities, the 
environment and the economy, as well as the state and the investor. it is planned for 
the entire project to be completed in four years and for employment to be provided 
for around 1000 people during construction

Miljana viDović, Director of REV Ltd.

The Brodarevo 
1 and 2 
hydroelectric 
power plants 
will have total 
power of 59 
megawatts. 
Annual energy 
production will 
exceed 230 
GWh and we 
will have the 
opportunity 
of supplying 
60,000 
households

IntervIew

Constructively and Proactively to Electricity

research. We have created a hydrau-
lic model, while the Serbian govern-
ment has adopted a spatial plan of 
the territory for special purposes 
and an environmental impact as-
sessment has been completed.

Also ready are the project’s pre-
liminary route, the adjusting of the 
flow of the river and the building of 
two tunnels. Ahead of us is the fi-

nal stage before obtaining building 
permits and agreements with the 
authorities in order to start con-
struction as soon as possible. 

► It is known that, upon ar-
rival in Serbia, you had to pass 
through major bureaucratic 
obstacles which significantly 
slowed the project’s realisation. 
How is your cooperation with 
the local government today?
- For now we have good coopera-
tion and we are finding the correct 
approach and understanding in 
terms of the local authorities. The 
same cannot be said of the local 
community as a whole, but we're 
working on communication and all 
of our efforts are directed towards 
developing a better understand-
ing of the benefits that all parties 
will gain from the construction of 
hydroelectric power plants. Fun-
damental and serious preparations 

for this project have led to a situa-
tion where we have identified and 
included in the plan all parties that 
will benefit from the construction of 
hydropower plants. It is planned for 
the entire project to be completed in 
four years and for employment to 
be provided for around 1000 people 
during construction. Hydroelectric 
power plants, which have not been 
built in Serbia for more than 20 
years, primarily contribute to the 
development of local infrastructure, 
tourism and attractive facilities such 
as water sports and others. At the 
same time, during the construction 
project, but also in the later stages, 
there is the educating of the local 
population in the domains of renew-
able energy, environmental issues 
and the import of modern technol-
ogy that they will apply themselves 
in order to utilise water power.

► When do you expect the first 
electricity to be generated at 
Brodarevo and, once completed, 
what will this system mean to 
Serbia’s total energy potential?
- The Brodarevo 1 and 2 hydro-
electric power plants represent 
facilities with total power of 59 
megawatts, which means that total 
annual energy production will ex-
ceed 230 GWh and we will have the 
opportunity of supplying 60,000 
households with clean electricity. 
The project has added significance 
because it relates to energy from 
clean sources, without further 
pollution of the environment, gas 
emissions, the combustion of non-
renewable fossil fuels or undue 
degradation of the environment at 
the local and wider level. ■

C
ompany Renewable 
Energy Ventures (REV 
Ltd.) has already been 
present in Serbia for 

ten years and is the largest pri-
vate investor in hydropower in the 
country, with investment of around 
€140 million. REV Ltd. is owned 
by the company Reservoir Capital 
Corp. which is known worldwide 
for its significant investments in 
renewable energy.

► At the start of this year you 
received government consent to 
extend your license to build the 
hydropower plants Brodarevo 1 
and 2 and by June you announced 
that a feasibility study had al-
ready been completed. What is 
the next phase in the implemen-
tation of this major project?
- Although it could appear as though 
we quickly and easily gained ap-
proval for the licenses and studies 
for the Brodarevo 1 and 2 hydro-
electric plants, the fact is that as a 
company we dedicated much time 
and quite a lot of effort to the project 
in order to secure all necessary 
documentation from the state and 
local authorities. Over €15 million 
has been invested in the research 
and preparatory work for the con-
struction of hydropower plants 
on the River Lim alone. To date we 
have completed key segments in 
the preparation of the project. The 
feasibility study for a large part of 
the project is done, as is geological 



BPi’s experience of almost a 
century, coupled with its high 
industrial standards, ensures that 
its partners are confident in the 
company’s ability to contribute to 
and fulfil the efforts required to 
confront the challenges caused 
when transitional changes arise

ronan Conroy, General DirectorIntervIew

Experience Breeds 
                  Confidence

B
PI is a company with 
almost 100 years of 
experience that has 
grown and sustained 

its business through transi-
tional changes experienced in 
whatever forms these transi-
tions represent. These transi-
tional changes come from in-
ternal strategic moves, as well 
as external transitions which 
must be chartered. These 
changes represent a challenge 
as a result of the forms in which 

they manifest, such as that of 
the current economic crisis. 
However, when considered as 
transitional phases, they can 
often act as strategic catalysts 
for businesses.

BPI’s standards in its indus-
tries have ensured that when 
transitions arise our partners 
are confident in BPI’s ability 
to contribute to and fulfil the 
efforts required to confront 
those challenges. This means 
that in the agriculture industry, 
where BPI’s primary produc-
tion is focused, we liaise with 

our partners early in advance 
of a season and ensure that the 
production process risks are 
borne equally and mitigated as 
much as possible. BPI’s com-
mitment to high standards and 
our track record underscores 
this and ensures the model is 
accepted by our partners.

The residential, industrial, 
commercial and pharmaceuti-
cal construction contracting 
business remains very exposed 
to the deteriorating economic 

conditions and associated ex-
isting transitions. These con-
ditions increase investment 
sensitivity at both personal 
and corporate levels. Consider-
ing that the end users of BPI’s 
construction services are from 
both of these levels, the busi-
ness is experiencing a period 
of continued stagnation. Con-
sequently, BPI is developing 
its operations internationally 
and ensuring that the stand-
ards engaged there will be re-
directed to Serbia once the tide 
of recovery flows. ■

We liaise with our partners early in advance  
of a season and ensure that the production 

process risks are borne equally and mitigated 
as much as possible



62     GuIDE TO ThE FOrEIGN INvESTOrS COuNCIL     2012/13

Changes to the tax regulations are necessary in order to reduce the burden 
on the leasing sector and provide it with a growth incentive

serves that will give insurance com-
panies full authority to regulate the 
general conditions of insurance.

► The focus in 2012 has been 
more on controlling mandatory 
vehicle insurance. How impor-
tant is the development of the ac-
tuarial profession as an impor-
tant factor of risk management?
- The regulatory body of NBS in-
vested some efforts in disciplin-
ing the market of compulsory 
motor third part liability insur-
ance, which can be concluded, and 
changes to market sharing in this 
type of insurance.

The growing role of actuaries in 
respect of risk management arises 
from the need to develop reason-
able models to quantify risk by 
type and in aggregate using tools 
and techniques and supporting 
mathematics, running the models 
to obtain relevant results and ex-
plaining the models and the results 
to a variety of audiences. The suf-
ficient level of technical reserves 
and positive results in MTPL at the 
end of 2011 implies that actuaries 
measure (price and reserve) and 
manage (reinsure) identified haz-
ards properly, protecting the insur-
ers as a primary goal.

► Could you tell us something 
about how leasing in Serbia is 
treated in terms of tax and what 
are the current problems in this 
area? What measures need to 
be devised in order to regulate 

a special framework that would 
enable the proper functioning of 
operational leasing?
- Tax regulation changes are neces-
sary to reduce the burden on the 
leasing sector and provide it with a 
growth incentive. The changes ad-
vocated by the FIC Leasing & Insur-
ance Committee include abolishing 
VAT on the part of the leasing fee 
related to interest, which would 
equalise tax treatment of interests 
in financial leasing with that of the 
banking sector, as well as amending 
the Law on Corporate Income Tax to 
enable tax credit of 20% for invest-
ments in fixed assets, to apply also 
to investments realised through 
leasing contracts. With regard to 
operational leasing, our committee 
stands ready to engage in a dialogue 
with tax authorities to address the 
setting of business operating rules 
for leasing activities in Serbia. We 
think that clear definitions of the 
business operating rules for leasing 
would improve the competitiveness 
of the national economy for both 
further investments and the regu-
lar performance of the economic 
activities of existing corporate com-
panies. The committee’s priorities 
also include abolishing the statu-
tory reserve for financial leasing, 
which would also bring Serbia into 
line with EU practices, as Serbia is 
the only country in Europe which 
imposes an obligation to maintain 
a reserve balance for loans from 
abroad for companies operating in 
the area of financial leasing. ■

T
he FIC Leasing & Insur-
ance Committee stands 
ready to engage in a dia-
logue with tax authorities 

in respect of setting the business 
rules of the operations of leasing 
activities in Serbia. Besides other 
areas, the Committee advocates 
changes in the form of abolishing 
VAT on leasing fees related to in-
terest and amending the Law on 
Corporate Income Tax.

► Apart from the real sector, the 
insurance market has also re-
corded positive growth trends 
over the past few years. What do 
you think is likely to have hap-
pened in this sector by the end of 
2012 and what kind of measures 
does the Committee propose in 
order for the insurance sector in 
Serbia to develop further?
- The following issues need to be 
resolved promptly: the carrying 
out modifications and amendments 
to the Decree on voluntary health 
insurance that would enable the 
adoption of new terms and tariffs, or 
modifications and amendments to 
existing ones; the modification and 
amending of the Law on Personal 
Income Tax, the Law on Compul-
sory Social Insurance and the Law 
on Corporate Income Tax, in order 
to stimulate development of private 
health insurance; the reforming of 
the legal framework for register-
ing a vehicle, which is currently too 
complex administratively; focusing 
on the monitoring of technical re-

vlastiMir vuković, FIC Leasing & Insurance Committee President (Intesa Leasing)

We think 
that clear 
definitions of 
the business 
operating 
rules for 
leasing would 
improve the 
competitiveness 
of the national 
economy for 
both further 
investments 
and the regular 
performance of 
the economic 
activities 
of existing 
corporate 
companies

IntervIew

necessary to Change 
tax regulations
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Pernod ricard is the leader in the import segment of the 
distribution of alcoholic spirits and wines in serbia. We have a 
dominant market share in serbia and our goal, in the context of 
long-term plans, it to further strengthen our presence. some of 
the most famous brands in our portfolio are: Ballantine's and 
Chivas scotch whisky, jameson irish whiskey, absolut vodka, 
Martell cognac, havana Club rum, Beefeater gin, olmeca 
tequila, Mumm champagne and jacob's Creek australian wine

preDraG aMiDžić, Managing Director of Pernod Ricard Srbija

Pernod Ricard has nothing against the 
excise duty increase, as long as they meet 
the requirement that the playing field is 
fair for all participants in the distribution 
of alcoholic beverages

IntervIew

responsible Leadership 

the region and Europe?
- The global economic crisis has tak-
en its toll in terms of consumption 
of spirits and wine by reducing the 
demand for high-quality imported 
products and with consumers turn-
ing to cheaper versions. However, 
total alcohol consumption has not 
decreased. Rather, we have seen a 
shift in the direction of buyers to-
wards home consumption and the 
consumption of lower-quality prod-
ucts. This trend is not specific to 
Serbia; it is also notable in the other 
countries of the region and Europe.

► What is your company’s mar-
ket share in Serbia and which 
are the strongest brands that 
you distribute?
- Pernod Ricard is the leader in the 
import segment of the distribution 
of alcoholic spirits and wines in 
Serbia. We have a dominant mar-
ket share in Serbia and our goal, in 
the context of long-term plans, is to 
further strengthen our presence. 

Some of the most famous brands 
in our portfolio are: Ballantine's 
and Chivas Scotch whisky, Jameson 
Irish whiskey, Absolut Vodka, Mar-
tell cognac, Havana Club rum, Beef-
eater gin, Olmeca tequila, Mumm 
champagne, Jacob's Creek Austral-
ian wine etc.

► The Serbian government 
plans to increase the excise duty 
on alcoholic beverages again, in 
order to reduce the budget defi-
cit. If we add to this the constant 
growth of the euro, what kind 
of expectations do you have re-
garding your final bill for 2012?
- Pernod Ricard has nothing 
against the excise duty increase, as 
long as they meet the requirement 
that the playing field is fair for all 
participants in the distribution of 
alcoholic beverages. However, we 
think that the increase in excise 
duties, coupled with the depre-
ciation of the dinar, certainly has 
a direct impact on the final price 
of the product and thereby might 
increase consumption of locally 
made non-taxable products. We 
also think that the government 
should pay much more attention to 
illegal sources of supply, because 
that often hides a potentially large 
source of revenue.

C
ompany Pernod Ricard 
is co-leader on the glo-
bal alcoholic beverage 
and wine market, with 

a very strong position on all conti-
nents. The company was founded 
in 1975 through the merger of two 
prestigious French companies: 
Pernod and Ricard. Today, 37 years 
later, the group is one of the leading 
companies in its sector and owns 
more than 100 brands, as many 
as 19 of which are among the 100 
biggest brands in the world. Per-
nod Ricard has been present on the 
Serbian market since 1996 as the 
market leader, while its portfolio of 
world-renowned brands provides 
a safe choice for all consumers.

► Pernod Ricard is one of two 
co-leaders on the world market 
of alcoholic spirits and wines. 
Considering the economic crisis, 
what are the trends in the con-
sumption of alcoholic beverages 
in Serbia compared to the rest of 



2012/13    GuIDE TO ThE FOrEIGN INvESTOrS COuNCIL    65

tiatives within the group is the 
so-called "Responsib’All Day", 
a twenty-four hour action dur-
ing which Pernod Ricard engages 
all of its employees from all five 
continents. This year 18,000 Per-
nod Ricard employees around the 
world stopped all work activities 
for 24 hours in order to devote 
themselves to education on re-
sponsible drinking. Thanks to pro-
grammes like "Let's talk about al-
cohol" in Sweden, "Say no to binge 
drinking" in Japan, "Responsible 
party" in Europe, in cooperation 

with the Erasmus programme, 
and "That’s enough" in Brazil, al-
most half a million young people 
have been educated on the sub-
ject of responsible drinking. It is 
also important to emphasize that 
each Pernod Ricard employee also 
sets an example as an ambassa-
dor of responsible consumption. 
Each employee receives a simple 
pocket-size brochure, in order to 
fight inappropriate alcohol use, as 
well as to relay that knowledge to 
their families, friends, and others. 
Through this initiative, all 18,000 
Pernod Ricard employees person-
ally educated about 100,000 peo-
ple just this year.

► It is interesting that you rec-
ommend abstinence from all 
alcohol at least one day a week, 
which contradicts traditional 
Mediterranean habits. Why?
- A WHO expert group has set 
thresholds above which  consump-
tion starts to be risky : 2 units of 
alcohol per day for women, 3 units 
for men, 4 units on special occa-
sions, 0 units at least one day per 
week and at all times in high-risk 
situations (during pregnancy and 
breastfeeding, below the legal 
drinking age, driving a vehicle or 
operating dangerous machinery, 
whenever care and vigilance are 
required, when taking medication, 
etc.). One unit equals 10 grams of 
pure alcohol, which represents 1 
glass of whisky (3cl at 40%).

► Pernod Ricard also has a 
strong dedication to education 
about responsible consumption 
in our country. How satisfied are 
you with the response and per-
formance of the projects organ-
ised in this area?
- We are very pleased with the 
public response to the actions we 
organise promoting responsible 
consumption. For example we can 
mention the action "Do not drink 
and drive" in May 2011, with which 
we joined the global campaign of 
the same name within the group. 
As part of this campaign we or-
ganised an exhibition entitled "Do 
not drink and drive," at which the 
most original social responsibility 
campaigns were presented. The 
exhibition included the screening 
of a video filmed during the Bal-
lantine's action, showing how to 
choose a driver from your social 
group in a simple and creative way. 
The video sends the message that 
you should not risk drinking and 
driving while enjoying the night 
out, that you should not jeopardise 
your safety and the safety of oth-
ers. This year, with the Ballantine's 
VIP safe driver initiative, we are 
continuing in the same vein. ■

► Your company relies on the 
high quality of its products. Ac-
cording to which established 
criteria does one measure the 
quality of “hard drink” and what 
are the essential characteristics 
of good quality wine?
- The quality of alcoholic spirits is 
measured by the quality of the in-
gredients used to make the drink , 
years of aging, as well as the per-
centage of artificial ingredients 
that are added or not in order to 
improve taste, colour and aroma. 
The story is more or less the same 
when it comes to wine, except that 
in this segment additional value 
lies in the possibility of pairing 
the drink with different types of 
food, as well as country of origin 
– although I must say that, despite 
the origin of a particular region or 
country, the wine may still be of 
poor quality. Certainly, the coun-
tries that are major producers of 
quality wines solve this problem 
by introducing so-called appella-
tion, which is legally regulated and 
guarantees consumers quality and 
the origin of the wine.

► Despite the fact that your com-
pany makes a living out of alco-
hol, Pernod Ricard is extraordi-
narily active in education about 
responsible drinking. How can 
these be reconciled?
- Corporate social responsibility 
has been the leading principle of 
Pernod Ricard since its creation. 
Promoting responsible drinking 
has been identified as one of the 
key issues. Any abuse or inappro-
priate consumption of our prod-
ucts could have an adverse impact 
on the health of our customers, 
which is contrary to our values and 
the group’s ethics.

► When it comes to promoting 
responsible drinking, which 
are the most interesting inter-
national initiatives that Pernod 
Ricard has implemented?
- One of the most interesting ini-

Thanks to programmes in Japan, Brazil 
and Europe, almost half a million young 
people have been educated on the topic of 
responsible alcohol consumption
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the FiC real Estate Committee desperately needs increased consultation with the 
government in order to simplify procedures and avoid the high costs that could 
potentially be incurred

open dIalogue

anDrEW PEirson, FIC Real-Estate Committee President (Jones Lang LaSalle d.o.o. Beograd)

an investor friendly environment for 
developers to enter. The numerous 
developers we speak to are undoubt-
edly attracted by the level of growth 
potential here, but are not naïve in re-
alising that much of this is due to the 
difficulty foreign developers have in 
operating in the country. Reforms are 
necessary and we need to see a con-
sensus from all parties that changes 
to the legal and planning system are 
necessary and will be implemented 
by whichever party is in power.

The problems facing develop-
ment have led to a two-tier capital 
city. Given its fairly recent birth, 
New Belgrade does not face as 
many issues when it comes to real 
estate development. There we have 
numerous office buildings and even 
two international style shopping 
centres. Old Belgrade, on the other 
hand, is suffering badly and needs 
growth across every sector. The 
city centre is suffering from a fall-
ing population and its lack of office 
buildings reduces the number of 
employees working in the city. This 
has a knock-on effect on shops, cafés, 
restaurants and the general vitality 
of the city. Improving the efficiency 
and level of bureaucracy will play a 
big part in the much-needed regen-
eration of Serbia’s capital. Such re-
generation opportunities will whet 
the appetite of foreign developers, 
who are showing high levels of in-
terest in developing here. ■

T
he issues are clear, but 
the repercussions are at 
times underestimated. 
The current legal and 

planning system discourages for-
eign investors from developing 
and investing in Serbia and, as 
such, we are witnessing a dearth 
of new development.

What this means is that the 
lack of new commercial and resi-
dential development has a direct 
impact on employment and so 
this isn’t just a case of developers 
being unable to generate a profit 
from real estate development. 
Firstly, the construction industry 
is clearly affected, but the impact 
on employment is much more 
widespread, from white collar 
work in offices to blue collar work 
in factories and logistics facilities. 

Companies are less willing to 
start doing business here when 
there is nowhere to house their 
business. We are not witnessing 
further office development in ei-
ther  Belgrade or regional cities to 
satisfy foreign BPO requirements. 
We are not witnessing retail devel-
opment for further foreign retailers 
to enter the market and we are not 
witnessing industrial and logistics 
development to satisfy the high de-

mand for such space in the country.
The first, and perhaps most 

important, issue is that of land 
conversion and the additional 
time and fees incurred. Given the 
difficult economic climate we are 
all working in, it is now very dif-
ficult to make real estate develop-
ment viable. Falling rents, coupled 
with the high cost of financing, 
means that only the most sensible 
development can work. The issue 
we have here in Serbia is that the 
additional costs that a developer 
can incur from costs and delays 
due to land conversion can ensure 
a scheme is simply unviable. 

The new bylaw, from Septem-
ber 2011, has done little to resolve 
this issue and is littered with errors 
and inconsistencies. Therefore, we 
desperately need increased con-
sultation with the government in 
order to simplify this process and 
avoid the high costs that could po-
tentially be incurred. Within the FIC 
team there is an exceptional level 
of knowledge on this subject and 
we will be working hard to further 
explain and advise the government 
of the need for simplification and 
that a practical and commercial ap-
proach is necessary. The problems 
here are clear and addressing them 
will be our biggest challenge.

In addition to the need to ad-
dress the land conversion issue, 
there is the further issue of creating 

The current 
legal and 
planning 
system 
discourages 
foreign 
investors from 
developing 
and investing 
in Serbia

Serbia’s construction and real estate sectors are greatly influenced by local regulations and bureaucracy, which are usually slow, inefficient 
and often subjected to the individual actions of municipal and other officials. If we add to that the long wait required to obtain a great many 
permits, coupled with the economic crisis that has hit these sectors, it is obvious that the entire sector is in a very difficult situation. 

simplified Procedures needed

real estate and constructIon 
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What has been created is a legal opportunity for local governments and autonomous 
provinces to register their public ownership rights over construction land plots. this 
means that they can utilise property freely and without any restraints

aLEksanDra DaMnjanović, assistant to the Minister of Construction and Urban Planning

prior to 13th May 2003 and that 
failed to use the land for its desig-
nated urban planning purpose by 
the date the Law came into force 
(11th September 2009). The exist-
ing act does, however, simplify the 
clerical procedure for acquiring 
the right to own construction land 
for the said land user category. 

Futher progress in this area 
has been marked with the adop-
tion of the Law on Spatial Plannng 
and Construction, the Law on Pub-
lic Ownership and the Law on the 
Restitution of Confiscated Property 
and Compensation. The time line 
for enactment of these three laws 
was not coordinated, so the Law on 
Spatial Planning and Construction 
dealt with issues that essentially 
should have been regulated by oth-
er special laws, which is something 
that should be considered when the 
new law on construction is enacted.

All of the aforementioned solu-
tions have been proposed and are be-
ing realised with the aim of increas-
ing legal security for developers, 
protecting the public interest and the 
rights of previous owners, creating 
ownership records and contributing 
to the establishment and develop-
ment of Serbia’s real estate market. ■

I
n terms of advancing the current 
situation, with trends and ex-
pected measures that would im-
prove working conditions in the 

real estate and construction sector, 
the most important thing that has 
been done so far is passing the Law 
on Spatial Planning and Construc-
tion, the Law on Public Ownership 
and the Law on the Restitution of 
Confiscated Property and Compen-
sation, in addition to relevant com-
plementary regulations and bylaws.

The Law on Spatial Plan-
ning and Construction initially 
came into force on 11th Septem-
ber 2009 and was changed and 
amended in 2011. In its overview 
of recommendations, the Foreign 
Investors Council said that ‘cer-
tain progress’ has been made in 
the area regulated by this law. 

The greatest progress has been 
made in the area that regulates 
construction land. What has been 
created is a legal opportunity for 
the municipalities, cities and the 
City of Belgrade to register their 
ownership rights over construc-
tion land plots. When it comes to 
spatial and urban planning, local 
governments have to draft two 
planning documents – a spatial 
plan for the specific local self-
government unit and a general 
regulatory plan for the inhabited 
area that is the centre of the local 
self-government. Also, for the first 

time ever, the Law on Construction 
regulates energy efficiency and ur-
ban land management. The proce-
dure for obtaining the documents 
required for the construction of 
facilities that generate power from 
renewable energy sources and 
linear infrastructure facilities has 
also been simplified.

Private ownership rights over 
city construction plots were rein-
stated for the first time in 1958, 
when the Law on the Nationalisa-
tion of Rented Premises and Build-
ing Sites was enacted. This right 
is being exercised through the 
possibility of converting the right 
to use into the right to own. The 
conversion can be free of charge 
or not. In the case that the current 
users are applying for conversion, 
they are not obligated to pay the 
fee. This is important because, for 
the first time since 1995, this law 
creates a legal opportunity for lo-
cal governments and autonomous 
provinces to register their public 
ownership rights over construc-
tion land plots. This means that 
they can freely and without any 
restraints utilise that property.

Conversion of the right to use 
to the right to own is not free of 
charge for privatisation, bankrupt-
cy or enforcement subjects, nor 
for those who acquired the right to 
use construction land based on a 
decision made by a relevant body 

The greatest 
progress has 
been made 
in the area 
that regulates 
construction 
land

What measures are realistically possible in order to improve the general situation in the construction 
and real estate sectors to an extent that would entice larger investors to the country?

ownership issue regulated
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a strong dedication to maintaining agriculture high on the agenda 
did not follow these declarations

open dIalogue

MiLiCa stEFanović, FIC Food & Agriculture Committee President (Coca-Cola Company-Barlan S&M d.o.o.)

functioning of the National Refer-
ence Laboratory and the lack of a 
clear role defined between trade 
and agriculture inspections, leads 
to inconsistent implementation 
of existing regulative acts, creat-
ing an uneven playing field and an 
unfavourable environment for law 
abiding market players.    

As representatives of foreign 
capital invested in food and ag-
riculture industry in Serbia, FIC 
members hope to be able to contin-
ue a candid, open dialogue with the 
government, influencing the adop-
tion and consistent implementa-
tion of EU compliant regulations, 
increasing the competitiveness of 
Serbia’s agriculture sector among 
CEFTA and EU member countries 
of the region, while providing a 
level playing field for existing mar-
ket players. 

We see a continuing need for 
an open dialogue, close coopera-
tion on setting priorities for resolv-
ing pending issues and advancing 
the agenda of EU integration in the 
field of food and agriculture. We 
also hope to be able to continue 
contributing not only by continu-
ing investments, but also by shar-
ing the vast experience and under-
standing of the market enjoyed by 
our member companies. ■

A
s correctly pointed out, 
agriculture has been 
cited by most govern-
ments in our recent 

history as a development op-
portunity; a possible growth en-
gine, an export-boosting sector, 
a source of competitive advan-
tages in the region and a lucra-
tive investment area, all govern-
ments have declared their dedi-
cation to agriculture as one of 
their priorities. Unfortunately, a 
strong dedication to maintaining 
agriculture high on the agenda 
did not follow these declarations 
and, as we have seen, frequent 
policy changes and altered sub-
sidy programmes, coupled with 
a lack of consistency in the im-
plementation of adopted legis-
lation, have led to an increased 
level of uncertainty and a lack of 
predictability.

Starting from the lack of sys-
temic and consistent support in 
infrastructure investment and 
subsidies programmes, through 
speedy adoption of horizontal leg-
islation without an appropriate 
consultation process, to a lack of 
implementation of adopted regu-
lations or follow-through with 
relevant bylaws – these have all 
contributed to the uncertainty be-

ing faced by all those operating in 
the agriculture sector.

Significant improvements 
were made with the adoption of 
EU compliant legislation, provid-
ing grounds for the adoption of 
procedures and practices that are 
in line with relevant European ex-
periences in this sector, but a sig-
nificant part of bylaws that would 
cement the implementation of 
the Food Safety Law, adopted 
more than three years ago, are 
still lacking.

To mention only some, the 
Regulation on Labelling and 
Marking Packaged Foodstuffs (Of-
ficial Gazette SCG, No. 4/2004, 
13/2004 and 48/2004) is one 
of the most prominent examples 
of the lack of a follow-through. 
Although this applies to all food-
stuffs and is a legislative act defin-
ing the look of any product for the 
consumer, this bylaw is outdated, 
largely inconsistent with the rel-
evant EU Directive on the Label-
ling, Presentation and Advertis-
ing of Foodstuffs (2000/13/EC), 
completely omits a definition of 
advertising of foodstuffs, as prob-
ably the most significant element 
of this regulatory act in terms of 
consumer protection.

This, coupled with the non-

A significant 
part of bylaws 
that would 
cement the 
implementation 
of the Food 
Safety Law, 
adopted more 
than three 
years ago, are 
still lacking

Agriculture has gained prominence over the past few years as a development option for the Serbian economy. 
However, the predictability of operations, a lack of incentive measures and frequent changes to the conditions for doing business 
represent major problems for agricultural producers and processors. 

Practice Behind  
Declarations

agrIculture and food
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“the existence of excellent climatic conditions for agriculture, coupled with a 
skilled workforce and a favourable geographical position, ensures that the serbian 
agriculture sector has large manufacturing and investment potential”

DaniLo GoLuBović, State Secretary

which are not sufficiently utilised, 
but that offer good opportunities 
for investment in expansion and 
modernisation through brownfield 
investments. There are also favour-
able conditions for the realisation 
of greenfield investments, espe-
cially in the case of introducing 
completely new technologies.

A particular advantage for for-
eign investors could be an advan-
tageous fiscal policy that favours 
foreign investors. The VAT rate 
of 18% is at a lower level than in 
most European countries, while 
the corporate tax rate of 10% is 
the lowest in the region, with the 
possibility of further reductions or 
exemptions for foreign investors 
in the case of concession invest-
ments, employment of workers 
and improving the ecological situ-
ation, as well as by exercising the 
right to tax credits and the option 
of accelerated depreciation.

The existence of excellent cli-
matic conditions for agriculture, 
coupled with a skilled workforce 
and a favourable geographical po-
sition, ensures that the Serbian 
agriculture sector is defined as 
having large manufacturing and 
investment potential. Through the 
increased activity of economic en-
tities and inflow of foreign invest-
ment, as well as appropriate ac-
tion and government support, this 
sector could be transformed into a 
modern, progressive and highly at-
tractive sector that could carry the 
weight of the economic develop-
ment of Serbia in the future. ■

A
s an economy where agri-
culture is the only indus-
trial branch that gener-
ates a surplus in foreign 

trade, Serbia has an obligation, 
but also a great opportunity, to ad-
vance its entire economy through 
the advancement of agriculture. 
If one considers that agriculture 
and the food industry contribute 
nearly a quarter of GDP and that 
agricultural and food products ac-
count for a fifth of our exports, one 
gets a clear impression of the con-
tribution and opportunities of this 
sector, as well as its importance to 
the Serbian economy.

Unfortunately, as with other 
sectors, agriculture has a prob-
lem in terms of a lack of financial 
resources and insufficient invest-
ment. This is certainly greatly con-
tributed to by the disturbed invest-
ment climate that has been caused 
by the economic crisis in recent 
years and which has led to reduced 
interest from foreign investors 
and, thus, the slower inflow of for-
eign capital in agriculture. As such, 
during the last year approximately 
$99 million was invested in our ag-
ricultural complex, representing a 
significant decrease compared to 
2009, when record investment ac-
tivity worth around $365 million 
was recorded.

Such a downward trend in the 
inflow of foreign investment is par-
ticularly unfavourable for Serbia as 
a candidate country for EU mem-
bership, given that the period from 
gaining candidacy status to becom-

ing a full member is precisely the 
period when transition economies 
should improve their competitive-
ness and prepare for the arrival of 
competition from the EU.

Foreign investments play an 
extremely crucial role in transi-
tion countries in terms of secur-
ing the initial development capi-
tal and new technologies, whilst 
they should also contribute to the 
restructuring, revitalisation and 
modernisation of agro-industry en-
terprises, with a favourable impact 
on other parts of the food produc-
tion chain, primarily in safer and 
higher income primary manufac-
turers, which provide the required 
raw materials for this industry.

In general, Serbian agricul-
ture is a sector that offers foreign 
investors great advantages, es-
pecially if one considers prefer-
ential market access to countries 
with which Serbia has signed free 
trade agreements, or otherwise 
regulated by preferential status. 
Signed agreements on free trade 
with the members of CEFTA, as 
well as Russia, Turkey, Belarus 
and Kazakhstan, the implementa-
tion of the EFTA agreement, and 
the Stabilisation and Association 
Agreement, as well as the use of 
the Generalised System of Prefer-
ences for placements on the U.S. 
market, are prerequisites that en-
able Serbian products to be pref-
erentially placed on markets with 
exceptionally high potential.

Serbia’s agricultural complex 
has enough processing capacities, 

Foreign 
investments 
play an 
extremely 
crucial role 
in transition 
countries 
in terms of 
securing 
the initial 
development 
capital 
and new 
technologies

Where do you see a solution to this problem, given the budget deficit, a lack of funds for incentives and 
undefined conditions for doing business in this sector; and what do you recommend as priority measures?

Fuelled by agriculture
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alexanDros DaniiliDis, Managing Director of United Serbian Breweries, a member of the HEINEKEN group

An optimal 
competition 
situation 
always leads 
to higher 
consumer 
satisfaction 
and works 
in favour of 
consumer 
interest in 
terms of 
variety of 
products and 
prices

IntervIew

quality of our products and further 
improving our relations with Ser-
bian consumers. I believe we have 
succeeded in doing this so far and I 
am confident that we will continue 
in that direction.

► The economic crisis has 
caught all types of fast moving 
consumer goods, including the 
beer industry. What are the glo-
bal trends of the Serbian beer 
market today?
- The economic crisis is present at 
all levels of business operations. 
The domestic market, just like the 
world market, has faced difficulties 
that influence all operational plans 
for all industries.

In a local context, apart from 
the recession, credit limits and 
volatile exchange rates, there is a 
major concern of the noticeably 
decreased purchasing power of 
citizens, inevitably leading to a 
decreased number of nights out, 
which in turn lowers consumption 
in the HoReCa sector itself. Howev-
er, the numerous challenges ahead 
of us should be viewed as an oppor-
tunity for further innovative and an 
advanced approach. We have realis-
tic expectations and belief in Serbia.

In a challenging environment 
such as this one,  it is also neces-
sary to stress our intention to offer-
Serbian consumers a combination 
of top quality products at the most 
affordable prices. Quality, followed 
by the best possible price of our 
products, is an undisputed priority 

of our company. This is a country 
that likes to enjoy itself and knows 
how to recognise quality – this is a 
respectable motive for us.

► Bearing in mind the signifi-
cance of large foreign investors 
like Heineken to the entire econ-
omy of a country, do you think 
the state exerts proportionally 
sufficient efforts to provide in-
vestors with an adequate, high 
quality business environment?
- A stable, predictable and incen-
tive-providing business environ-
ment is something that foreign 
investors seek when considering 
potential locations for investing 
and this is what the state should 
offer if it wants economic growth.

Serbia has a lot of quality and 
advantages that make it attractive 
to foreign investors, such as a high 
level of educated human resources, 
special trade agreements and an 
excellent position in the region.

On the other hand, there are un-
doubtedly particular areas where 
certain practices should be changed 
in order to improve the competition 
on Serbian beer market. HEINEKEN 
is willing to contribute to further 
development and is ready to make 
some constructive proposals that 
could lead to the optimisation of 
competition conditions that would, 
ultimately, have an absolutely posi-
tive impact on consumers. An op-
timal competition situation always 
leads to higher consumer satisfac-
tion and works in favour of con-

A
lexandros Daniilidis, Ma-
naging Director of Uni-
ted Serbian Brewer-
ies, a member of the 

HEINEKEN group, fully believes in 
the capabilities of  the company 
and its employees to offer to the 
consumers the products, services 
and experience needed in order to 
build stronger relationships based 
on trust. This environment inspires 
the company to be entirely com-
mitted to delivering more.

► Having assumed the position 
of General Manager of United 
Serbian Breweries, a member 
of the HEINEKEN Group, you an-
nounced that you expect “great 
challenges” until the end of  2012. 
After the first few months, how 
do you now see the intensity of 
these challenges; are they bigger 
or smaller than you expected?
- We manage to persevere and 
achieve good business results year 
on year. In 2011 United Serbian 
Breweries, achieved a positive 
growth trend compared to the pre-
vious year, which was by no means 
easy. We have the same expecta-
tions for the second half of the 
year, during which we have already 
managed to increase our sales vol-
ume and market share, as well as 
to improve our financial results.

Our priority is to work sustain-
ably. This means  keeping this posi-
tive trend, maintaining the top-

new reality requires 
new solutions
the current challenging environment simply represents a new reality that we all have 
to deal with in the coming period and it requires relevant and innovative solutions
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The numerous 
challenges 
ahead of us 
should be 
viewed as an 
opportunity 
for further 
innovative and 
an advanced 
approach

pact on our brands, our company 
reputation, the future of operations 
and our orientation towards sus-
tainability. This represents a precise 
cornerstone of the sustainability 
strategy of United Serbian Brewer-
ies, called Brewing a Better Future.

In terms of actual campaigns, 
the Heineken brand has always 
taken a leading position when it 
comes to responsible consump-
tion through “Enjoy Heineken 
Responsibly” campaigns, as well 
as through new initiatives, such 
as “Sunrise belongs to moderate 

drinkers”, which took the entire 
story to a completely new level.

During this year we have had 
the opportunity to join the nation-
wide “Battle for the Babies” cam-
paign, with a wish to encourage 
the development of donating and 
philanthropy in Serbia by setting a 
good example.

We also successfully realised 
cooperation with the Olympic Com-
mittee of Serbia and joint projects, 
such as PilsPlus Olympic Caravan, 
which visited the whole of Serbia 
in order to promotethe main prin-
ciples of the Olympic movement 
and spread the Olympic spirit. 

We are regularly present at all 
major music events, such as the 
Belgrade Beer Fest, with the idea 
of promoting desired behaviour 
among all consumers.

Additionally, various media 
channels, particularly through social 
networks, are used to relay mes-
sages of responsible consumption. ■

sumer interest in terms of variety 
of products and prices.

► Heineken Group is well known 
for its worldwide CSR cam-
paigns, support for and develop-
mentof humanitarian projects 
and sports. What is Heineken 
Serbia doing in this regard?
- In such a challenging economy 
there is an increased need for re-
sponsible development of the beer 
category, as well as prevention of 
its potential misuse.

Beer is a product made of nat-
ural ingredients. It is one of the 
world’s favourite alcoholic drinks 
and, as such, is an integral part of 
a well-balanced lifestyle. As a re-
sponsible company orientated to-
wards sustainability, we have the 
opportunity to use our brands to 
promote responsibility in acreative 
and entertaining way.

With a focus on our consumers, 
we are trying to make a positive im-
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comment MiliCa suBotić, FIC Legal Committee President (Jankovic, Popovic & Mitic o.d.)

E
very legal system has its regulatory and institutional as-
pects. Obviously, though, the noted major criticisms re-
ceived from the international public, including relevant 
EU bodies, concerns failures in institutional reforms, 

in this case the overhaul of the Serbian judicial system. Main 
problems come from the fact that the judicial network has to be 
re-established, while the reforms carried out have to be redone, 
considering the Constitutional Court decision calling for a re-
view of the recent election of judges. Furthermore, we still have 
a problem of court efficiency. Courts are overloaded with cases 
and some litigation proceedings seem endless. The new Law on 
Litigation Procedure, adopted in September 2011, prioritises 
greater efficiency of court proceedings in terms of timeliness. 
This is prescribed by Article 10 of the new Law, according to 
which courts are obliged to conduct a trial without any unnec-
essary procrastination. This is to be done in accordance with 
period of time previously determined as necessary for every 
specific case by judges themselves. In the case that judges fail 
to follow this timeframe, disciplinary action against the judge in 
question is envisaged. Now, the question of whether or not that 

will actually happen brings us to the implementation of laws 
and rendering of adequate bylaws as the main obstacles hin-
dering the regulatory aspect of our legal system. The timeframe 
for court proceedings is an admirable novelty in our litigation 
regulations. Time will tell whether this will be applied as in-
tended by the legislator, which in turn will surely influence the 
efficiency of court proceedings.

In the area of competition law, though, the Commission 
somewhat improved its track record before the Administra-
tive Court, while proceedings before the Commission still do 

not provide sufficient guarantees of all of the procedural rights 
of the parties. The Commission’s serious lack of requisite eco-
nomic knowledge and respective methods is still apparent. A 
further issue is the transparency of the Commission’s work. A 
dialogue among all relevant stakeholders, including a proper 
dialogue between the private sector and the Commission, has 
not been established in a sufficiently institutionalised manner.

In that sense, an additional legislative framework is need-
ed in order to increase predictability and transparency to the 
Commission’s work, as well as consistent application. This 
could be done by a) drafting guidelines for market participants, 
re. anti-trust adherence; b) drafting bylaws for certain catego-
ries that are crucial for the anti-trust framework e.g. dominant 
position (as done in BIH), developing the leniency procedure in 
more detail, excluding certain types of agreement with respect 
to industry i.e. insurance, auto industry; c) having workshops 
or regular meetings/conferences where market participants 
would be able to obtain certain advice/guiding principles.

Regarding the need to cut red tape, i.e. simplify and reduce 
bureaucratic and formal procedures which are over-regulated 

and subsequently hinder business development – cut-
ting red tape remains a popular electoral and policy 
promise. However, even though some progress has 
been made, it is evident that Serbian regulations and 
the practices of certain authorities still impose a signif-
icant yet unnecessary formal burden for many issues. 
This is probably the most evident in the real estate sec-

tor where, for example, excessive paperwork is both needlessly 
time-consuming and outdated as a heritage of legal notions 
formed in previous decades. 

A persistent and significant effort should be exerted to or-
ganise discussions and gather ideas and opinions from the gen-
eral public, as well as from businesses themselves, in order to 
identify which red tape procedures really are the most inad-
equate and burdensome in everyday practice. This method of 
identifying red tape has proved successful in the EU and should 
be persistently followed in Serbia. ■

An additional legislative framework is needed in 
order to increase predictability, transparency and 

consistent application

Conducted reforms have to be redone, considering the 
Constitutional Court decision calling for a review of 
the recent election of judges

reforms should be redone
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comment ivan rakić, FIC Taxation Committee President (Ernst & Young Beograd d.o.o.)

J
udging from media reports, it can be concluded that tax 
reform will be one of the main priorities of the Serbian 
government in the coming period.  Lately I have been 
tempted to suggest that the words “tax reform” have 

even been given “mystical powers” to resolve all the problems 
of the state budget and the Serbian economy generally.  

The views of the FIC Taxation committee on this matter 
are somewhat different. Namely, there is absolute agreement 
among foreign investors that inconsistency in the application 
of existing legislation by the tax authorities is the main issue 
hindering the Serbian tax system and it is only logical that the 
main focus be placed on this matter. Therefore, the Serbian tax 
system does not primarily require tax reform but rather, more 
importantly, reform and improvement in the application of ex-
isting tax legislation. 

I firmly believe that even the best legislative framework 
would have limited effects on increasing state revenue if it is 
not consistently applied and interpreted by the government 
body in charge of auditing taxpayers, which is the tax authority 
of the Republic of Serbia.

Notwithstanding the aforementioned, there are also certain 
legislative framework steps that should be taken in order to im-

prove Serbia’s overall business environment and thereby make 
it more attractive for foreign direct investments (e.g. address-
ing the surge in local duties and taxes), but the main priority 
should be improving consistency in the application of existing 
legislation by the tax authorities. 

 I also firmly believe that taxpayers should contribute to im-
proving the overall tax system of Serbia, as taxation is a “two 
way street” which involves both taxpayers and tax authorities. 
In this regard, the FIC White Book is a fine example of the will-
ingness of foreign investors to come together and provide in-
put for the Serbian government on issues they face while doing 
business in Serbia. Over past years the FIC Taxation Committee 
was a trustworthy partner of the Ministry of Finance and pro-
vided its input to draft new tax legislation. It will continue to 
provide its contribution in this regard.

Therefore, in order 
to achieve the desired 
goal of increasing for-
eign investments, which 
would result in the crea-
tion of new jobs, as well 
as increasing exports and 
Serbia’s overall GDP, it is 
absolutely necessary for the overall business climate to be im-
proved and the key contributor to that improvement from the 
tax area should be the improvement of the application of tax 
rules and not just legislative changes. ■

The Serbian tax system does not primarily 
require tax reform but rather, more importantly, 

reform and improvement in the application of 
existing tax legislation

Even the best legislative framework would have limited 
effects on increasing state revenue if it is not consistently 

applied and interpreted by the government

inconsistency  – the Main issue
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Dejan siMić, FIC Food & Agriculture Committee Vice President (Kraft Foods d.o.o)IntervIew

With its good position and growing market, serbia has a great opportunity to 
become a strong and competitive figure on European markets

A lack of 
proper 
bylaws and 
implementation 
has been 
driven by 
strong 
bureaucracy 
and the 
overlapping of 
responsibilities

mated to be around 30% of GDP. 
This would lead to a reduction of 
lost revenue from taxes, where 
the EU has already exerted sig-
nificant efforts.

As a regional leader, the Ser-
bian government should focus on 
accepting laws, proper and timely 
execution, publishing bylaws and 
regulations and, thus, show its 
readiness to cooperate with the 
business sector. Enforcement of 
the aforementioned has to be car-
ried out with a unique from all 
government bodies, with a special 
focus on inspections, compared 
to the current approach where a 
lack of coordination is evident. 

► Food safety is becoming 
more important these days. 
Has the Serbian government 
taken significant steps with 
the introduction of the Food 
Safety Law?
- The Serbian government took a 
significant step in 2009 by estab-
lishing the Food Safety Law. Since 
then, though, a lack of proper 
bylaws and implementation has 
been driven by strong bureauc-
racy and the overlapping of re-
sponsibilities. This resulted in 

increasing business costs, slow-
ing food operations and failure to 
accept international certificates 
and tests (EU region).

A lack of independence among 
inspectors, in terms of proper 
judgements over disputes arising 
from old regulations and a reli-
ance on laboratory analyses, ac-
tually caused delays in trade, ad-
ditional costs and the wasting of 
time and efforts. 

The establishing of a National 
Reference Laboratory to ensure 
uniform testing standards, pro-
vide recommendations, final 
opinions and proper quality con-
trols, has been initiated. How-
ever, its execution has thus far 
failed and to this date this body is 
not operational. 

Harmonisation with EU 
standards is a must for future 
business and certifications is-
sued by the EU should be validat-
ed by the Serbian government.

The government should focus 
on the additional education and 
development of its staff, includ-
ing modernised techniques and 
trends, while insisting on the mod-
ernisation of laboratories in terms 
of equipment and methods use. ■

Despite having strong ad-
ministration in force, a 
lack of coordination be-

tween ministries/branches is 
increasing the complexity and 
costs of the entire F&A business 
without adding value.

► What are the FIC’s recom-
mendations for improving the 
current regulatory situation in 
the F&A sector?
- As a proposal we suggest the or-
ganising of regular roundtables 
in order to establish strong sys-
tem, as well as performing inde-
pendent studies of the economic 
situation with the help and sup-
port of business. The govern-
ment should accept their rec-
ommendations and act on them. 
This will provide insight into 
the scale of the grey economy in 
Serbia, which is unofficially esti-

Great Potential – system Lacking

w w w . d e s i g n - f a c t o r y . r s
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ljuBiša veljković, FIC Leasing & Insurance Committee  Vice President (Wiener Stadtische osiguranje d.o.o.)IntervIew

As for the insurance market, several 
problems appear as a limiting factor 
for market growth and equitable de-

velopment of competition among insurers.

► What are Leasing & Insurance Com-
mittee general proposals for 
improvement in Serbia’s insur-
ance sector?
- The development of life insurance, 
would encourage more frequent 
information of the population by 
the insurance industry. Also, liberalization 
of labour laws in the area of part-time work, 
encourage the development of internal and 
external sales network, which would lead to 
an increase in the number of sellers of life in-

surance as well as the reduction of fixed costs 
of salaries sales persons who are already 
employed outside of the insurance compa-
nies should be allowed to be outside normal 
working hours to contribute to selling life and 
non-life insurance, which is already the case 

in European countries. This does not jeopard-
ize the employment of such persons as are al-
ready in employment, and in this way allows 
the real growth market, and state benefits.

In non-life insurance, limiting unfair 

competition in public tenders for property, 
vehicles and employees kind of insurance of 
state assets and public enterprises, will con-
tribute to equitable allocation of insurance 
premiums on more market participants, 
and optimal allocation of insurance premi-
ums relating to public service.

Transparent market competition in the 
use of compulsory insurance of motor ve-
hicles from liability to third parties (motor 
Third part liability insurance) in the part 
of the acquisition cost will discipline to 

ride legally defined commission 
in this type of insurance, which 
would encourage the develop-
ment of new external sales chan-
nels as well as long-term financial 
stability of insurers, while, as to 

eliminate the hidden commission for  tech-
nical inspection and registration agencies 
and related entities owning certain insurers 
registered only for the coordination of the 
technical inspection. ■

Limiting unfair competition in public tenders for 
property, vehicles and employees kind of insurance 
of state assets and public enterprises, will contribute 
to equitable allocation of insurance premiums on 
more market participants

transparent Market Competition

The development of life insurance, would 
encourage more frequent information of the 

population by the insurance industry

(1)U proseku, u odnosu na svog prethodnika. Kočenje od 90 do 0 km/h na mokrim putevima i od 50 do 0 km/h na snegom prekrivenim 
putevima. TÜV Süd 2012 testovi na 245/40 R 18 V pneumaticima.

(2) U proseku, u odnosu na svog prethodnika. TÜV Süd 2012 testovi na 245/40 R 18 V pneumaticima.
(3) U proseku, u odnosu na svog prethodnika (upravljivost na mokrim i snežnim putevima, bočno prianjanje na mokrim, snežnim ili 

zaleđenim putevima). TÜV Süd 2012 testovi na 245/40 R 18 V pneumaticima.

SNAGA U POTPUNOJ BEZBEDNOSTI.

Novi pneumatik
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tax laws in serbia have not changed 
significantly over the last few years and it 
remains to be seen what will be the policy 
of the new government

Biljana Bujić, FIC Taxation Committee Vice President (KPMG d.o.o.)IntervIew

The defining of the market interest rate, 
deductibility of marketing expenses, 
bad debts provision and write off and 

VAT treatment of supplies without consid-
eration are the most important issues for 
improvement of the current tax rules.

► What are the FIC Taxation Committee’s 
recommendations for this year?
- As in previous years, we insist on predict-
ability of the tax system and consistency in 
the implementa-
tion of tax rules. 
Our recommen-
dations could be 
divided into three 
general areas. The 
first relates to the 
predictability of 
our tax system. One of the major issues 
is the introduction of para-fiscal duties 
and charges that increase the tax burden 
and make our tax system less favourable, 
which is why we believe this practice must 
be abandoned. The second area relates to a 
lack of regulations. Namely, certain areas, 
such as the taxation of permanent estab-
lishment, transfer pricing, VAT registration 
of foreign companies etc., are still not reg-
ulated and this has a direct impact not only 
on companies, but also on state revenues. 
The third area relates to the interpreta-
tion of current tax rules by the Ministry of 
Finance and the Tax Authorities and im-
provements in this area. Namely, different 
tax offices, or even the Ministry of Finance 

and the Tax Authorities, interpret tax rules 
in a different way. It is not uncommon for 
the Tax Authorities not to accept rulings is-
sued by the Ministry of Finance, although 
the ruling system is the only mechanism 
available to taxpayers when they face cer-
tain unclear tax rules. With respect to the 
improvement of current tax rules, the most 
significant issues are: definition of market 
interest rate, deductibility of marketing 
expenses, bad debts provision and write 

off, VAT treatment 
of supplies without 
consideration etc.

► Looking at Ser-
bia as a country 
with moderate tax-
ation levels, what 

are the key advantages for luring foreign 
investments? 
- Key advantages include the low corpo-
rate income tax rate and certain tax in-
centives for investors. However, over the 
past few years many countries decreased 
their tax rates and many of them intro-
duced certain incentives. Also, when de-
ciding whether to invest in a given coun-
try, investors consider the overall quality 
of the business environment. Therefore, 
we believe that all of the aforementioned 
will not be recognised as an advantage 
without improvements to the predictabil-
ity of our tax system, consistency in the 
implementation of tax rules and reducing 
bureaucracy. ■

Different tax offices, or even the 
Ministry of Finance and the Tax 

Authorities, interpret tax rules in 
a different way

Predictability and 
implementation 
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the new Labour 
Law requires urgent 
amendments 

Milena Jakšić Papac in-
sists that the existing 
Labour Law needs to 

be modernised in terms of 
introducing flexible forms of 
working engagements.

► What improvements to 
labour related regulations 
would the FIC HR Committee 

recommend to the new government?
- One of the main goals of the new 
government in the field of legislative 
reform should be adoption of a new 
Labour Law, which would improve 
the attractiveness of the Serbian busi-
ness environment for foreign invest-
ments. The existing law requires urgent amendments in numerous 
aspects, whereby certain topics need to be regulated in a more 
detailed manner. Additionally, the law needs to be modernised in 
terms of introducing flexible forms of working engagements, such 

Priority: Labour Law
Milena jakšić papaC, FIC HR Committee Vice President (Karanovic & Nikolic)IntervIew

as staff leasing, which is already widely applied in practice. The FIC 
carried out comprehensive analysis of this law and formulated pro-
posals for its improvement in the White Book. The improvement 
of Serbia’s labour framework also requires amendments to some 
other labour related regulations, such as the Law on the Protection 
of Citizens of the Federal Republic of Yugoslavia Working Abroad, 
the Law on Foreigners, the Law on Vocational Rehabilitation and 
the Employment of Persons with Disabilities, etc.

► What is the HR Committee’s stance regarding industry-wide 
collective agreements?
- In general, the HR Committee is not against social dialogue, but 
it does have serious objections to the extension of industry-wide 
collective agreements to employers who are not members of the 
Association of Employers, which participates in their conclusion. 
Besides objections regarding the content of these collective agree-
ments, the standpoint of the HR Committee is that extended ap-
plication increases legal uncertainty on the Serbian market (as an 
agreement between two parties is extended to a third party which 
did not participate in reaching it); collective agreements obtain 

the legal status of a law, without un-
dergoing the regular parliamentary 
procedure; the decision to extend an 
application is of a political nature and 
it is questionable whether the legal re-
quirements for its adoption have been 

met. For all these reasons, the extended application of industry-
wide collective agreements should be nullified and the relevant 
provisions of the law regulating the extended applicability of col-
lective agreements should be amended. ■

The improvement of Serbia’s labour 
framework also requires amendments to 

some other labour-related regulations
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Long term strategy needed
jasMina viGnjević, FIC Telecommunications & IT Committee Vice President (Telenor d.o.o.)IntervIew

Telecommunications & IT are key 
sectors for the development of Ser-
bia as an investment destination 

and the development of skilled workers in 
Serbia, while the FIC’s view of efforts to ad-
vance these fields is of crucial importance.

► What are the recommendations 
of the FIC Telecommunications & IT 
Committee when it comes to improv-
ing the framework governing this sec-
tor in Serbia?
- As a first step for the new government, 

we would recommend the creation of an 
Action Plan for the Strategy of Develop-
ment of Electronic Communications until 
2020. That would bring stability and pre-
dictability to the telecom industry. Second-
ly, any kind of para-fiscal duties imposed 

Given that the telecom sector contributed nearly 6 per cent to serbia’s GDP in 2011, 
the FiC telecommunications &it Committee expects further sector development to be 
incentivised by the serbian government

in order to be able to enact good laws, the legislators should listen to the 
stakeholders and understand the environment

Marjan poljak, FIC Legal Committee Vice President (Karanovic & Nikolic)IntervIew

would be to enact a number of 
new laws that would be very dif-
ficult to implement in practice. 
The possibility to debate specific 
drafts of proposed laws should be 
used as much as possible, because 
these laws are enacted with the 
purpose of creating a better legal 
environment. In order to be able 
to enact good laws, legislators 
should listen to the stakeholders 
and understand the environment. 

► Serbia gained EU Mem-
bership Candidate status in 
March. What can we expect in 
the process of adopting vari-
ous regulations set by the EU 
as part of Serbia’s pre-acces-
sion process?
- As we all know, we have a new 
government that was confirmed 
just a few weeks ago. The former 
government enacted a number 

of new laws during its mandate, 
some of which were enacted in 
a great rush and without obvi-
ous reasons. We hope that the 
new government will continue 
our journey towards the EU, but 
we also hope that it will use the 
positive experiences of the past 
and  make the process of adopt-
ing various regulations set by the 
EU smoother, while having the 
sense to listen to all stakeholders 
in that complicated process. 

Additionally, a lot of ef-
fort should be exerted to adopt 
good bylaws that will support 
a number of the new laws re-
cently enacted. A lack of quality 
bylaws that should follow the 
enactment of major laws has al-
ready been identified as one of 
the serious problems that could 
lead to continued uncertainty in 
some legal areas. ■

The FIC Legal Committee 
has articulated a need for 
specific changes to the leg-

islative system of Serbia for years.

► What are the FIC Legal Com-
mittee’s general proposals 
with regard to the current state 
of Serbia’s legislative system?
- We have provided a number 
of requests, all of which were 
supported by specific propos-
als. Apart from specific laws and 
regulations, on several occasions 
we have pointed out the need to 
change the legislation enactment 
procedure itself, in a way that 
would provide an opportunity for 
all stakeholders to actively partic-
ipate in the procedure of enacting 
new laws in order to create more 
efficient legislation with a practi-
cal value for everybody. 

The worst possible scenario 

The worst 
possible 
scenario would 
be to  
enact a 
number of 
new laws that 
would be very 
difficult to 
implement in 
practice

Efficient Legislation with 
Practical value
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indirectly on the telecom sector, such as the one introduced by 
the Law on Cinematography, should be abolished. Further com-
petition in the area of fixed telephony should be enabled by the 
timely and user friendly introduction of fixed number portability 
as of 1st December 2012. We would recommend the government 
speed up adoption of the Frequency Allocation Plan, based on 
technology neutrality.  Finally, public consultations and active sec-
tor involvement in important legislative decisions are a prerequi-
site for the creation of a predictable and stable business environ-
ment that would subsequently bring more investment to Serbia.

► How can the problems faced on a daily basis by foreign 
investors in the ICT sector be overcome?
- Our problems could be solved with the support of the Serbian 
government and the regulatory body.   Swift adoption of the Fre-
quency Allocation Plan based on technology neutrality should be 

a priority of the new government.  The development of new in-
novative telecommunication services (i.e. mobile financial serv-
ices), in line with global trends, are crucial for Serbia to catch up 
with the rest of Europe. This requires the involvement of differ-
ent state institutions, which need to understand the nature of 
these services and trends. Cooperation and coordination of the 
National bank of Serbia, the Ministry of Finance and the ministry 
responsible for the ICT sector would be crucial. Also, attempts 
to introduce to Serbia the latest regulatory trends from the 
EU without providing enough time to develop an institutional 
framework and the market itself could be dangerous. Therefore, 
the gradual introduction of EU telecom legislation, supported by 
the right market and institutional developments, is extremely 
important for the healthy development of the sector. ■

We would recommend 
the government speed  
up adoption of the 
Frequency Allocation 
Plan, based on 
technology neutrality
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auction -sEE is offering three major advantages: 
legal security of offered properties for sale, as well 
as accurate and applicable market values

jovan jovanović, Head of Asset Transaction Management, Auction-SEEIntervIew

Fair and transparent 
sales

Finally, our procedures and 
auction based property sales will 
bring a breath of fresh air to a 
transaction market in Serbia that 
has been almost inactive during 
the recent period, whereas the 
complete structure of our opera-
tions includes benefits for the en-
tire real estate market during the 
period of recession that we are go-
ing through.

► What does Auction-SEE offer 
sellers and buyers compared to 
that which they already have on 
the Serbian real estate market? 
- Our selling procedure operations 
offer three major advantages: legal 
security of the properties offered 
for sale, accurate and applicable 
market values of subject assets, 
enabling a wider buyer pool to be 
in position to acquire new hous-
ing, office, retail and what we will 
be focused on in the future – dis-
tressed projects. As a final advan-
tage, I would like to point out  that 
Auction-SEE, with its vast inter-
national coverage, brings heav-
ily needed capital influx within the 
market, whereas our clients will be 
in a position to sort out bad debts 
and restructure their current bal-
ance sheets. Last, but not least, our 
operations, along with our ven-
ture partners, will enable many of 
our citizens to have simplified and 
much more affordable solutions 
when it comes to buying residential 
properties and in the SME sector.

► We are witnessing a large 
number of NPLs in banks and, 

on the other side, the illiquid-
ity in the market. What are the 
benefits for banks using auc-
tions as a vehicle to partially 
collect on NPLs?
- The clearance of distressed debt, 
capital improvements and a fresh 
start with clear financial balances. 
Acquired profit from auction sales 
will represent highly welcome 
new capital increases for fresh 
lending to more secured projects 
and, certainly, revitalisation of 
the real estate market that will 
benefit from the improved image 
of a fast and risk-free transaction 
market.  It is important to re-iter-
ate that our procedure will lower 
the marketing costs of property 
owners, considering the fact that 
Auction-SEE has complete know-
how, a network and sources of 
promotion that will be offered 
within the package arrangement 
with sellers. We don’t want them 
to spend additional money on 
expansive ads; our mission is to 
generate profit for both sides and 
ensures the purchaser’s satisfac-
tion with a completely simplified 
acquisition procedure under con-
ditions that will be much more 
affordable than at present on the 
transaction market. 

► What is the core mission of 
Auction-SEE, given that such ac-
tivities have not yet been develo-
pedin Serbia?
- Every start-up certainly brings 
new challenges and idiosyncra-
sies for business vehicles that 
haven’t so far been present on the 

A
uction-SEEis bringing 
a brand newbusiness 
tothe Serbian market, 
relying on the standard-

sand proceduresof the British As-
sociation of Valuers  Auctioneers 
and the support of Harrisons So-
licitors, KPMG and Jones Lang La 
Salle. The first auction will be led 
by Guy Charrison, President of the 
British Association of Valuers and 
Auctioneers.

► Real estate auctions, as they 
function in the world, are a 
brand new business in Serbia 
and the region. What are the ad-
vantages of this way of selling? 
- Given the completely new mar-
ket facility that will be provided 
by Auction-SEE, asset auctions 
and the transaction management 
of properties within the Serbian 
real estate market present a fast, 
accurate, legally secure and sub-
stantially shortened way for end-
buyers and strategic partners of 
our business. On the other hand, 
due to a highly increased offer of 
distressed properties, our opera-
tions have a pioneering role in the 
risk mitigation of the selling proce-
dure and offer vast financial relief 
to current owners, who at this mo-
ment predominantly hail from the 
commercial banking sector, along 
with a slightly lower portion from 
the investment and development 
sector, creating overall healthy and 
transparent transaction activity.

Auction-SEE 
will also 
inform our 
international 
network of 
partners 
who are 
interested in 
the purchasing 
process in a 
timely manner, 
which will lead 
to generating 
much stronger 
interest of 
their direct 
investments 
through the 
transaction 
process



market, but we see that as our advantage. 
Auction-SEE has been formed by the most 
prominent auditing, legal, marketing and 
international property experts, therefore 
our core mission is to develop the market 
from zero level to a clearly transparent 
one, in which our educational mission is 
also highly important. We are aware that 
not all potential clients will immediately 
accept the procedures, mission and opera-
tional guidelines of Auction-SEE, but with 
our operations having such vast coverage 
it is inevitable that the results of our hard 
work and dedication to the highest profes-
sional standards will, over time, persuade 
all relevant financial and investment in-
stitutions to establish close cooperation 
with Auction-SEE’s operations, which will 
initially start in Serbia and, in accordance 
with our business philosophy, spread to 
cover the whole of South East Europe. The 
company will offer only a premium service 
and, as such, our international partners 
and local and regional staff are already 
well known as highly reputable experts, 
each in their own field of expertise, there-
fore we don’t expectanything other than 
clear success.

► In a few words, how will the auction 
strategy look and when do you expect 
the first auction?
- The auctioneer will be presented through 
the supporters of our company and this 
process will include regional business 
partners who are clear leaders in their ex-
isting businesses. We are proud of the fact 
that from day one Auction-SEE will bear 
the same flag and target as Harrisons So-
licitors and KPMG, to mention but a few.  
There are clear procedures for gather-
ing marketable assets that we will follow, 
provided by the British Association of 
Vlauers and Auctioneers, and they form 
several circles, each by property sector, 
where our buyers will be supplied with all 
relevant materials in order to assess their 
core interest during the purchasing proc-
ess at auction. This will be the local pool 
of clients. However our company will also 

inform our international network of part-
ners who are interested in the purchasing 
process in a timely manner, which will 
lead to generating much stronger inter-
est of their direct investments through the 
transaction process, completely fair mar-
ket values and increased awareness of the 
portfolio to be offered. 

As far as the first auction is concerned, 
we stand for a qualitative offer – not just 
to gather the bulk of distressed assets and 
offer them within our business network. A 
clear action plan, targets and mission state-
ment are our principal guidelines that we at 
Auction-SEE will follow in order to select, 
assess, analyse and make an initial auction 
portfolio that is as attractive as possible to 
all interested parties. Our aim is to start 
with sales during Q4 2012 and certainly 
not later than Q1 2013. As such, these are 
very thrilling times for us and the complete 
Auction-SEE team is convinced that, with 
our proactive approach, clear marketing 
and sales strategy, our company will start 
generating business flows as soon as pos-
sible. We are certain that, once applied, this 
transaction approach will vastly change the 
property market as we presently know it . ■
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the first CSR conference in Serbia, 
back in 2005...

Although the most important, 
the White Book is essentially a tool 
for transparent dialogue with the 
government and other stakehold-
ers, which the FIC continuously 
organizes through meetings, dis-
cussions, presentations, expert 
level roundtables, etc. As of 2010, 
the FIC organizes the Reality Check 
Conference as a high level event 
where members and government 
officials track the record of reforms 
and realization of White Book rec-
ommendations.

In all its activities, the FIC con-
tinuously advocates for increased 
predictability and consistency and 
all our recommendations are tar-
geted in this direction. This also 
means that we strive to be as con-
sistent a partner as we can in pro-
moting those values. 

► And these recommendations 
are compiled by companies that 
are essentially competitors?

- Yes, exactly. The key value of the 
association is its multi-sectoral 
nature and that it brings together 
both industrial sectors that are 
competitive and then competi-
tor companies within those sec-
tors. And they all come together 
in order to identify the common 
denominators that they all share 
vis-à-vis the business environment 
in which they operate. And they 
do understand that our strength 
comes precisely from the fact that 
we only promote what the 130 
members of the FIC see as relevant 
and important.

► By taking an active role in 
the transition process the FIC 
contributes to improving the 
investment climate in Serbia by 
engaging in dialogue with stake-
holders and voicing the position 
of investors. In this jubilee year 
for the FIC, what are the asso-
ciation’s main activities and key 
achievements?
- The beginning of this year was 
marked by elections and, as FIC’s 
main interlocutor is the govern-
ment, the working plan was adapted 
to this reality. In the first half of the 
year we focused a lot on building our 
internal strengths, as we re-organ-
ized the structure of FIC committees 
and launched new internal commu-

H ere we speak to FIC Exec-
utive Director Ana Firtel 
about the FIC’s work and 
structure, as well as its 

expectations of the newly formed 
Serbian government.

► Foreign investors established 
the FIC with the aim of actively 
promoting a sound business 
environment and an open dia-
logue with the government and 
stakeholders. Could you tell us 
about the FIC’s most important 
projects and activities over the 
last decade?
- By far, publishing of the annual 
White Book edition has been the 
most important activity of the FIC 
over the past ten years. This publi-
cation builds on the experiences of 
member companies to portray the 
current business climate and give 
very tangible proposals on how 
to improve it to the benefit of all. 
When I say “all” this means foreign 
companies that are FIC members 
and those that are not, domestic 
companies, social actors, govern-
ment, the overall needs of the soci-
ety. Thus we confirm that the FIC is 
a kind of CSR project, where mem-
ber companies share their knowl-
edge and jointly promote solid 
business climate. Let me remind 
that the FIC was the organizer of 

ana firtel, FIC Executive Director

The key value of the association is its 
multi-sectoral nature and that it brings 
together both industrial sectors that 
are competitive and then competitor 
companies within those sectors

IntervIew

Competitors unite
the FiC’s members come from various sectors and include 

companies from related and competing industries and companies 
competing in the same sectors who set aside their daily differences 

in order to unite to tackle issues that concern all of them

law implementation

one of the main 
challenges and 
a main focus for 
us, previously, 
currently and as 
we head into the 
future, is the law 
implementation.
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nication project to re-enforce 
dialogue with members.

With regards to FIC regu-
latory agenda, we conducted 
members’ survey to re-assess 
the current set of regulatory 
priorities. We understood that 
the main issues concerning 
our members remain the same 
– the overall legal framework, 
labour regulations, and the 
tax system in Serbia, while the 
border management and work 
of inspections are also recog-
nized as a high priority.  

In advocacy, we concen-
trated on one of the key, newly 
enforced legislative product: 
the Company Law. In May this 
year, we organised a roundta-
ble to raise awareness of spe-
cific grey areas and seek their 
clarification from all relevant 

state institutions. As FIC gath-
ers companies with strong 
corporate governance, our 
members have a high interest 
in understanding the legisla-
tor and fully understanding 
what their obligations and 
rights are, in order to act ac-
cordingly. 

Going forward, we’ll have a 
very important activity mark-
ing the tenth anniversary of 
the establishing of the FIC, 
which will be organised to co-
incide with the launch of the 
10th FIC White Book. Currently, 
we are focusing our efforts on 
preparation of the 2012 White 
Book and edition and organi-
zation of this significant event. 
Nearing the year end, FIC will 
organize a regular meeting of 
its Assembly to discuss prior 
achievements and agree on fu-
ture goals and activities.   

► The FIC plays a very im-
portant role in the process of 
driving both reform and eco-
nomic development. What 
has been done over the re-
cent past in this regard and 
what have been the greatest 
challenges confronting the 
FIC’s mission?
- If you look at the way Ser-
bian society and the country’s 
economy were operating back 
in 2002, when the association 
was established, and the way 
it is operating now – specifi-
cally in terms of the regulatory 
environment – a lot has been 
achieved. If you were to assess 
the regulatory framework to-
day you would see that almost 
80% of Serbian regulations 
are now harmonised with the 
EU acquis. I think that sends a 

really strong message.
On the other hand, one 

of the main challenges and 
a main focus for us, previ-
ously, currently and as we 
head into the future, is the law 
implementation. Serbia has 
adopted more than 800 busi-
ness –related laws in the past 
four years. Not even the more 
organised and modernised 
countries in the world have 
the capacity to adopt and re-
ally implement that many laws 
in practice. 

Role that FIC has undertak-
en is to be a reliable partner in 
reforms processes. FIC worked 
to position itself as a construc-
tive critic, the one that rec-
ognized overall needs of the 
society and proposed doable 
solutions to overcome identi-
fied obstacles. Since its estab-
lishment, FIC has surely 

The FIC has been very consistent in terms of its 
expectations of the government and that is to 

create predictable and stabile business climate
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► The FIC operates through rel-
evant sector-based and cross-
functional committees. Have 
there been any changes regard-
ing the organisational structure?
- Yes, but before I mention the or-
ganisational structure I would say 
that there have been a lot of chang-
es in general. Five years ago the FIC 
had three standing committees, 
while today it has seven. Moreo-
ver, the number of activities car-

ried out within these committees 
has grown massively. We are very 
proud of this, because we see it as a 
sign that our members are willing 
to invest in this platform and en-
gage their representatives in spe-
cific committees to promote their 
particular experiences and views. 

In terms of organisational 
structure, we have recently made 
certain adaptations in order to cor-
respond to the changing needs of 
our members. So, in December last 
year we changed our statute and 
introduced two models for mem-
bership in FIC committees: active 
and observer. Thus, we recognised 
the different needs of those com-

panies wanting to be actively in-
volved in a given committee and 
those wanting to receive regula-
tory update and information on a 
committee’s work…

► What are your expectations of 
the new government and what 
should be tackled during the 
first year of its mandate?
- The FIC has been very consistent 
in terms of its expectations of the 
government and that is to create 
predictable and stabile business 
climate. This was our expectation 
when the FIC was founded and it 
continues to be our expectation 
now. However, of course, in chang-
ing times and settings this can 
mean different things. 

What we really expect of the 
government today is, firstly, to 
ensure it has the strong political 
capacity to conduct reforms and 
make sure that structural reforms 
are now re-launched. We don’t be-
lieve in fairytales and expect this 
to be done within a year, but we do 
expect an action plan to be put in 
place and set in motion.

When it comes to macro topics, 
I would say that reaffirming and re-
inforcing macroeconomic stability 
is important. We believe that both 
the National Bank of Serbia and the 
government need to work together 
to create a joint macroeconomic 
strategy, to address burning issues, 
to basically set short-term, mid-
term and long-term goals and then 
to act upon them in a coherent and 
coordinated manner.

On the micro level, we expect 
more predictability. As such, we 
would really encourage the new 
government to better plan the 
process of adopting new laws, by-
laws and decrees… When putting 
in place new legislative solutions, 
we would urge the new govern-
ment to discuss this – not only 
with the FIC, but with all relevant 
stakeholders – and assess the im-
pact specific legislation could have 
before taking action. ■

been one of the key stakehold-
ers which the authorities relied on 
for productive consultations. At the 
same time, our constant growth 
suggests that the foreign investors’ 
community validated FIC’s role.  

I would also add that, by na-
ture, transition reforms represent 
a complex long-term process. The 
challenge for FIC and other “advo-
cacy players” lays in careful moni-
toring of vast regulatory playfield 
and at the same time maintaining 
the focus on the most important 
priorities.  Overcoming reform 
fatigue is also a challenge for all 
those involved in the process. As 
a grassroots organisation, we rely 
on our members to keep us up to 
speed and keep us in line in terms 
of reacting to the highest priorities.

► Aside from the government 
and your members, who else 
does the FIC cooperate with?
- We very much understand the 
importance of communicating 
with the broader stakeholder com-
munity and all the actors that have 
influence on changes in regulatory 
setting. FIC places great empha-
sis on dialogue with international 
organisations like the IMF, World 
Bank, OECD, etc, development 
agencies like GIZ, USAID etc. and 
diplomatic core. As a supporter of 
economic integration of Serbia into 
EU, FIC keeps close communica-
tion with Delegation of European 
Union. We interact with all these 
stakeholders regularly as we try to 
ensure that they take the views of 
our members on board in formula-
tion of their platforms. Also, we co-
operate with colleagues from oth-
er business associations, like the 
American Chamber of Commerce, 
Serbian Chamber of Commerce, 
NALED, the Serbian Association 
of Managers and different sectoral 
and national associations as well. 
We try to coordinate our work 
and even join efforts in pursue of 
a shared goal to improve business 
environment in Serbia. 

In terms of organisational structure, we 
have recently made certain adaptations 
in order to correspond to the changing 
needs of our members
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example, when we send invitations 
to committee meetings, then mem-
bers immediately realised that it is 
an invitation to attend a meeting, 
while if we invite them to attend a 
presentation or send them minutes 
there is always a bespoke template 
that ensures transparent process. 
The fact that our committees in-
clude competitors, means that we 
have to ensure they all receive the 
minutes from meetings at the exact 
same time. If we failed to do this 
we could be accused of favouring 
one member over another. I think 
this has proved quite successful, 
not only in terms of coordinating 
communication, but also establish-
ing procedures for different cases.

In terms of external communi-
cation, we had a real challenge in 
finding a reliable partner to pro-
vide us with support in PR commu-
nication and the formation of me-
dia plans – both annual plans and 
separate publicity plans for our big 
events. To this end we organised a 
pitch to choose a PR agency, but that 
also proved a challenge because we 
are financed purely through mem-
bership fees and our budget is lim-
ited. We couldn’t just identify and 
pay the best PR agency. Rather we 
had to find a partner who would 
become our member company and 
support us in the principle of in-

kind contributions. That was pretty 
challenging, but in the end we man-
aged to find a great partner.

► External communication in-
cludes coordinating specific 
activities of the association, fol-
low-up and participation in the 
planning and implementing of 
FIC actions. Could you describe 
your main duties in this domain?
- As we’ve grown as an association, 
I have to say that our power and in-
fluence has also grown and a lot of 
stakeholders started establishing dai-
ly contact with us, wanting us to sup-
port and sometimes even promote 
their activities, but we do not provide 
B2B services – neither to our mem-
bers not the external community. 

I have a lot of duties with re-
gard to both internal and exter-
nal communication. For example, 
when a stakeholder initiates com-
munication with us I am the focal 
point when it comes to considering 
the request, giving a concrete rec-
ommendation – even if non-active 
participation is requested – and 
then further pursuing those activi-
ties. As such, I would say that the 
area of external communication 
has increased a lot over the years 
and become more demanding.

► Media relations are very im-

“T
he FIC has grown 
since it was first 
formed as an asso-
ciation of 14 compa-

nies back in 2002 and we now have 
130 members. As such, the internal 
database obviously grew a lot and 
we now have around 1,500 con-
tacts within our internal database 
alone, with almost 2,000 contact in 
our external database. I think these 
numbers actually speak for them-
selves,” said Milica Đorđević.

► You are responsible for the co-
ordination and implementation 
of the FIC’s internal and external 
communications strategy. What 
are the main challenges you’ve 
faced in terms of internal com-
munication, coordination and 
circular correspondence with 
FIC members?
- The position of Communication 
Officer was established in 2008, 
with the clear idea of improving 
the communication process and 
thereby gaining a transparent 
process that would ensure all our 
member companies are treated 
equally by us. I realised instantly 
the need to create communica-
tions templates for different situ-
ations – in terms of the essence 
of messages and the format. This 
is because we witnessed that, for 

MiliCa đorđević, FIC Communication Officer

The position of 
Communication 
Officer was 
established in 
2008, with the 
clear idea of 
improving the 
communication 
process and 
thereby gaining 
a transparent 
process that 
would ensure 
all our member 
companies are 
treated equally 
by us

IntervIew

keep improving 
Communication
Coordinating communication between 130 member 
companies, the media, various government and non 
government institutions and other organizations is no mean 
feat, but FiC Communication officer Milica đorđević believes 
improvements have been made despite growing membership 
and growing external interest in the FiC’s activities
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munication to an extent, but another 
innovation will help us assess our 
own work. At the beginning of this 
year we started a new project in or-
der to give a chance to our members 
to evaluate our work and propose 
improvements. We also wanted to 
use the opportunity to inform them 
about current activities and maybe 
motivate them to be more involved 
in FIC. So, we launched a project to 
visit member companies through-
out the course of the year and talk 
to them in a structured way, through 
a one-hour interview, before then 
analysing the data qualitatively. We 
believe that by next year this will 
have provided us with a very solid 
basis for development.

► Are you planning any specific 
activities for the association 
during the remainder of 2012?
- Apart from the launch of this year’s 
White Book and associated celebra-
tion of the FIC’s tenth anniversary, 
we also have the annual assembly 
which brings together all member 
companies to decide on strategic 
issues and adopt the annual report.

Of course, we are also specific 
because we only make a rough an-
nual plan and then monitor devel-
opments in the economic sphere 
and inquire as to the interests of 
our members on the other side, 
before correlating and comparing 
in order to decide which activities 
to pursue. ■

We do not 
comment on 
daily politics 
and we do 
not go public 
just for the 
sake of it

portant when it comes to realis-
ing publicity plans. What is your 
experience of nurturing these 
relations and what are the spe-
cifics when it comes to the FIC?
- I would say that nurturing media 
relations is a job in itself, but with 
an awareness of our limited capaci-
ties in that regard we found great 
support in our PR agency.

There are a lot of media re-
quests that come to us directly 
and it is my duty to check out the 
request, make a recommendation, 
consult with the board of directors 
and propose whether or not we 
should accept the request. In that 
sense, I would say that I have de-
veloped good relations with some 
media companies that are relevant 
to our work and, compared to pre-
vious years, we now have a greater 
presence in more relevant media.

► I presume you’re asked for 
quotes on new laws and similar 
happenings?
- Yes, all the time, but we do not 
comment on daily politics and we 
do not go public just for the sake 
of it. A lot of our activities are car-
ried out without media, because 
our job is specific and if we want to 
develop open communication be-
tween our members and mid-level 
government officials, experience 
tells us that it is better to organ-
ise presentations without a media 
presence, as it is easier to generate 

an open discussion and gain clear 
answers when there are no jour-
nalists around.

► You are constantly working 
to improve the extent and qual-
ity of publicity for the FIC. Tell 
us about what tools you use and 
whether there is a specific way of 
communicating?
- Bearing in mind that our members 
come to the FIC and contribute a lot 
to our platform on a voluntary ba-
sis, despite being very busy in their 
own jobs, we started receiving in-
dications that our communications 
are sometimes too long and some-
times lack clarity and focus. In re-
sponse, we implemented a change 
by shortening messages and using 
more business words. The effects 
of this change are yet to be seen, 
but our door is always open to lis-
tening what our members say.

► What are the key novelties in 
term of communication this year?
- Our changes have streamlined com-
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ommendations for their over-
coming. Their joint work, and 
let us not forget, our members 
are often competitors on the 
market, achieved common po-
sitions on the concrete topics, 
represent the greatest strength 
of our association.  

Together with Committees’ 
chairmen, our goal is to create a 
dynamic network for our mem-
bers by focusing on topics for 
discussion and activities which 
could lead to the improvement 
of the business environment and 
which are relevant to most of our 
members. Members’ needs are 
our main priority and therefore 
my role as FIC Regulatory Officer 
is to have direct communication 
with members, to collect and 
share information on the issues 
which could be considered by the 
relevant Committee, to ensure 
organization of the committees’ 
meetings and to coordinate spe-
cific advocacy activity. 

► Another important factor is 
the member awareness func-

tion, including sharing infor-
mation about ongoing advo-
cacy activities and collecting 
information on the issues to 
be considered by committees. 
Could you reveal to us which 
rules you are applying in your 
daily communication with the 
FIC’s members?
- As I mentioned, FIC repre-
sents and promotes common 
interests and positions of its 
membership, more than 130 
members from various indus-
tries. In order to ensure that 
FIC’s positions, which serve as 
basis for discussion with the 
Government, truly represent 
the opinions of its member-
ship, transparent and consist-
ent communication with mem-
bers, clear rules of functioning 
and strict procedures are of the 
utmost importance. Members 
need to be familiar with ongoing 
projects, rules in decision mak-
ing and what will be the future 
steps in executing these activi-
ties and projects. The role of FIC 
Executive Office, and mine as 
Regulatory Officer, is to ensure 
that all pre-defined FIC mecha-
nisms function efficiently in the 
way that members’ needs are 
met, that rules of FIC prescribed 

W orking Committees 
have one of the key 
roles in FIC function-
ing, considering that 

their main goal is improvement of 
the overall regulatory framework 
or of a specific industry.

► You are responsible for the 
general organisation of the 
FIC’s committees and meetings, 
in accordance with internal 
regulations and legal require-
ments. Could you describe your 
day-to-day operations?
- FIC operates through 7 work-
ing committees, some of them 
are related to the common issues 
of different industries (Legal, 
Human Resources and Taxation 
Committee) and some are relat-
ed to specific industries (Food & 
Agriculture, Leasing & Insurance, 
Real-Estate and Telecommunica-
tions & IT Committee). 

Working committees gather 
experts, employees from our 
member companies who work 
jointly on formulation of the FIC 
positions. Through open discus-
sion, members share experi-
ences from their daily business 
operations in order to identify 
obstacles in doing business and 
to formulate proposals and rec-

jelena laZarević, FIC Regulatory Officer

The role of FIC Executive Office and 
Regulatory Officer is to ensure that all pre-
defined FIC mechanisms function efficiently

IntervIew

Creating Dynamic 
networks
together with Committees' chairmen, our goal is to create 
a dynamic network for our members by focusing on topics 
for discussion and activities
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although its authority was clear-
ly prescribed by the Food Safety 
Law and is of great importance in 
food safety control, need for level 
playing field in the market and 
consumer protection.

With an aim to expand the 
current investments and to at-
tract new ones, the competitive-
ness of the Serbian market needs 
to be increased. In order to fa-
cilitate market expansion in the 
real estate sector, reducing all 
construction start-up costs and 
simplifying the process of issuing 
permits should be considered.

► You are also engaged in the 
process of coordinating the 
compiling of editions of the 
White Book. How will it dif-
fer compared to last year’s 
edition?
- The White Book as a key pub-
lication of FIC will continue to 
cover all important segments 
of regulatory framework in do-
ing business, from overall legal 
framework to specific sectoral 
topics. The main messages of 
this year’s edition will remain 
transparency, predictabil-
ity and consistency, so in that 
sense it will not differ much 
compared to last year’s edition. 
Surely, some new topics will be 
included, identified as crucial 
during the previous year, and 
some will be highlighted, such 
as inspections, bearing in mind 
their significance.

Keeping in mind the previous 
election period which influenced 
that significant structural im-
provements in the business envi-
ronment have not been made and 
considering that the new edition 
of the White Book will be pub-
lished during the first quarter of 
the new Government’s function-
ing, I would like to underline that 
high energy of our members in-
vested in this years’ publication 
and great expectations illustrate 
the WB 2012. ■

in our statutory documents 
are applied in a consistent and 
transparent manner.

► One of your duties is to per-
form a public policy function, 
including screening govern-
ment law-making activities 
and preparing background 
documents for a dialogue with 
the government. What do you 
expect from the new parlia-
ment and what has to be done 
to continue this process?
- During the previous period, FIC 
has been dedicated in achieving 
open communication between 
the Government and foreign in-
vestors. We are recognized as a 
significant stakeholder, as one of 
the partners to the Government 
in achieving a successful and 
sustainable business environ-
ment in Serbia. Our contribution 
to this goal has been and will be 
not only through the identifica-
tion of obstacles in doing busi-
ness, but also through concrete 
recommendations on how to 
overcome these obstacles. 

It is important to mention 
that improvement has been made 
in the Serbian market, especially 
bearing in mind that Serbia was 
granted the status of an EU can-
didate country, but there is still a 
lot of room for improvement. Law 
implementation, bureaucracy 
and sudden unannounced regula-
tory changes, remain challenges 
for the new Government as well 
as investors. Moreover, involv-
ing business and civil sector in 
the legislative process, organiza-
tion of timely consultations with 
interested groups and through 
public discussions is very impor-
tant for the efficient regulatory 
framework, for the proper imple-
mentation and positive impact of 
new regulation.

► Over the years, FIC has main-
tained an active role in intro-
ducing European standards to 

all aspects of the legal frame-
work.  What are FIC’s current 
general and sector-specific 
recommendations to maintain 
the course and keep engaged 
in the shaping of contempo-
rary legislative and regulatory 
solutions?
- Transparency, predictability, 
consistency of the business con-
ditions and a level playing field 
for all participants in the market 
are the main factors for a favoura-
ble business environment overall,  
but also for specific industries. 

As part of the EU integra-
tion process, we have witnessed 
the adoption of numerous laws 
during the previous period and 
progress certainly has been 
made, however, due to the lack 
of capacity within the Serbian 
administration, law implementa-
tion has been one of the biggest 
challenges. For example, even 
though the food and agricultural 
sector is one of Serbia’s biggest 
market potentials, the function-
ing of the National Reference 
Laboratory has not been secured, 

The main messages of this year’s 
White Book will remain transparency, 
predictability and consistency
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dIgest messages

Costin Borc, 
FIC President, Lafarge 
Serbia CEO
“If the energy of the new 

government is directed towards required 
reform, there’s no reason why 2013 can’t 
be a very positive year.”

Gabor Bekefi, FIC 
Vice President, Patron of the 
FIC Legal Committee, CEO of 
Carlsberg SEE

"The way we judge how conditions change 
at the FIC is whether or not those condi-
tions benefit the predictability of busi-
ness. From that perspective, we do think 
that the previous government could have 
done more..."

Goran Pitić, FIC Vice 
President, President of the 
BoD of Societe Generale 
Bank Serbia  

“I would say that Serbia is facing big chal-
lenges when it comes to shaping the coun-
try as a modern society, defining the role 
of the state, handling public debt and the 
potential for future indebtedness versus 
productivity gains.”

Srđan Lazović, 
FIC Board Member, Patron 
of the FIC Taxation Com-
mittee, Head of Corporate 

and Regulatory Affairs, Legal and Security 
Serbia & Montenegro at British American 
Tobacco SEE d.o.o.
"One of the key problems in Serbia is the 
unpredictable way in which para-fiscal 
duties are introduced and immediately 
applied."

David Vander Schueren, 
FIC Board Member, Patron 
of the FIC Telecommunica-
tions & IT Committee, COO 

of Delhaize Serbia 
"In addition to making the environment 
investment friendly, the government has 
to work on the stability, transparency and 
predictability of the business climate."

Antonio Cesare Ferrara, 
FIC Board Member, Patron 
of the FIC Leasing & Insur-
ance Committee and CEO of 

Fiat automobili Srbija
“Serbia is making a promise in attracting 
investors. Should it not be in a position to 
fulfil this promise, it would reflect poorly 
on this country’s rating and the perception 
of reliability.” 
 

Georg Grassl, FIC Board 
Member, Patron of the FIC 
Real-Estate Committee, CEO 
of Henkel Serbia

"Legislation and requirements related 
to business no longer differ greatly from 
those prescribed in the EU. I am very glad 
that Serbia is on the right track and hope 
that it will become a part of the common 
market in the future."

Michalis Orfanoudakis, 
FIC Board Member, Patron 
of the FIC Food & Agricul-
ture Committee and Com-

mercial Director of PepsiCo Western Balkans
“Serbia competes for investors with other 
markets in the region and the only way to 
retain and attract investors is Serbia to pro-
vide better opportunities than elsewhere.”

Kjell-Morten Johnsen, FIC 
Board Member, Patron of 
the FIC HR Committee, CEO 
of Telenor Serbia

“The FIC has been recognised as a strong, 
constructive and renowned institution 
offering constructive solutions when it 
comes to improvements to the overall busi-
ness climate.”

Vera Nikolić Dimić, FIC 
Telecommunications & IT 
Committee President, VIP 
Mobile

"The state administration needs to develop 
reforms based on implementation of the E-
Government Development Strategy in Ser-
bia, which should be fully implemented by 
the end of 2013."

Dejan Ječmenica, FIC HR 
Committee President, Wien-
er Stadtische osiguranje a.d. 
Beograd

"Although demand on the labour market has 
decreased, the retention of key personnel is 
in the focus of HR professionals more than 
ever, as this is vital for surviving the crisis."

Vlastimir Vuković, FIC 
Leasing & Insurance Commit-
tee President, Intesa Leasing
"Changes to the tax regula-

tions are necessary in order to reduce the 
burden on the leasing sector and provide it 
with a growth incentive."

Milica Stefanović, FIC Food 
& Agriculture Committee 
President, Coca-Cola Com-
pany-Barlan S&M d.o.o.

"All governments have declared their dedi-
cation to agriculture as one of their priori-
ties. Unfortunately, a strong dedication to 
maintaining agriculture high on the agenda 
did not follow these declarations."

Andrew Peirson, FIC Real-Es-
tate Committee President, Jones 
Lang LaSalle d.o.o. Beograd
"The FIC Real Estate Com-

mittee desperately needs increased consul-
tation with the government in order to sim-
plify procedures and avoid the high costs 
that could potentially be incurred."

Milica Subotić, FIC Legal 
Committee President, Janko-
vic, Popovic & Mitic o.d.
"Conducted reforms have 

to be redone, considering the Constitution-
al Court decision calling for a review of the 
recent election of judges."

Ivan Rakić, FIC Taxation 
Committee President, Ernst 
& Young Beograd d.o.o.
"Even the best legislative 

framework would have limited effects on in-
creasing state revenue if it is not consistently 
applied and interpreted by the government."

advices for a Brighter Business Future
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