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Together, we create good news!

You can easily recognize us. We used to be HVB Bank, and now we are UniCredit Bank.
You are good news for us, as we are trying to be good news for you. We invite you to
join a big worldwide community. You and we, together with 35 million of our clients, can
create good news every day. We are big enough to know it is the small things that make
life more beautiful.

There is good news.

WWW.UNICREDITBANK.CO.YU INFO TELEPHOMNE: 011 320 45 80

¢ UniCredit Bank




¢ UniCredit Bank

UniCredit Group is one of Europe's
leading financial groups, proud of its
heritage and geographical roots.
UniCredit Bank Serbia JSC, previ-
ously known as HVB Bank Serbia
and Montenegro, is present on the
local market since December 2001,

With a current market capitalization
of approximately €84 billion (October
1st 2007), ranked as a second largest
banking group in Europe, UniCredit
Group has a presence in 23 coun-
tries, with over 40 million clients and
9,000 branches, approximately
170,000 employees and total assets
of approximately €1.018 billion (June
30th 2007).

The opening of Central and Eastern
European market has fundamentally
changed the political and economic
landscape of the European conti-
nent. The region has been trans-
formed into a market place with
dynamic growth, attracting a signifi-
cant amount of foreign direct invest-
ments. In CEE region, UniCredit
Group operates the largest interna-
tional banking network with over

3,700 branches and outlets, where
more than 76,000 employees serve
approximately 27 million customers.
It is the undisputed leader in CEE
markets in terms of size, revenues
and branch network.

UniCredit Group is still growing as a
single, uniform and networked entity
throughout Europe. As the represen-
tative of the Group, UniCredit Bank
Serbia JSC has a significant potential
to recognize and utilize the opportu-
nities on the local market, in order to
create a sustainable value both for
local community and its sharehold-
ers. Following the wvalues and
principles of the Group, UniCredit
Bank has succeeded to develop a
single identity, based on specific
demand of its clients, investors and
general business environment.

The mission of UniCredit Group in all
countries in which operates, as well
as the mission of UniCredit Bank
Serbia JSC is to create a new way of
banking by constantly thriving to
serve its clients with innovative
solutions and become the Bank of

Choice for the customers by putting
their interest at the forefront of every
company initiative.

The development of local commu-
nity, by bringing the best global
opportunities and knowledge, has
always been in the center of
UniCredit Bank's interests. By
positioning itself as active corporate
citizen, wherever the Group oper-
ates, UniCredit Bank promotes
sustainable economic growth and
social responsibility playing an
important role on the local market.

The communication claim of
UniCredit Bank Serbia JSC “"There is
good news” refers not only to the
leading position of UniCredit Group
on international market, but it also
communicates the determination to
bring truly good news to the clients’
lives.

Believing that nothing is good
enough that can not be even better,
UniCredit Bank Serbia JSC contin-
ues to go forward.

UniCredit Bank Serbia JSC is positioned among
leading banks on the Serblan market. With the
network of 47 branches, it represents the UniCredit
Group in Serbia, The bank enjoys a strong position
in business banking and e-banking; it is one of the
leading providers of innovative products for private
customers, as well as the leading Custody Bank.

32 cities in Serbia
with 47 branch offices
total assets: 760.131 thousand EUR

Number of corporate clients:

Mid sized 1.153

Large & Int. 687

Business 8.880
o Number of private clients: 106.708
e Number of employees total: 683
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Roman Kratochvil, Member of the Management Board of Alas Holding

I eaimofyourcompanyistobeamong
the ve biggest producers of building ma-
terial in Serbia. How far have you pro-
gressed towards realising this goal?

A er taking part in the privatisation of
BeoCinska Fabrika Cementa and purchasing a
major package of shares in Zorka Nemetali,
we became certaininoura itude that Serbia
is a great market with enormous potential.
We reorganised Zorka Nemetali and estab-
lished companies that function on market
principles and successfully “struggle” on
their markets, due to the development of
more intense relations with, and sense for,
the end-user, i.e. the buyer.

e production capacity of Zorka Keramika
(ceramics) was doubled in 2005 to 2.1 mil-
lion square-metres, and we have created new
products that are competitive even against
imported ceramics. \We are now preparing a
new investment in production capacity en-
largement, to six million square-metres, and
the widening of our range of products.

One of our major investments this year will
be made in Zorka Opeka (bricks). e val-
ue of the investment will be around three
million euros, and the factory will become
one of the most up-to-date factories for
brick production anywhere in this region.
We have also invested in Zorka Alas Kamen
(stone) in the quarries Jazovnik and Sesevi-
ca, aswell asin the plant for stone drying and
micronization processing.

Starting from 2004, we have been engaged in
agreen eld project to establish a new quarry
within Zorka Alas Kamen, Ceramide, in the
area of the Gornji Milanovac municipality.

e biggest crusher on the Balkans is in-
stalled in that quarry.

In company Alas Rakovac, where we own
73.96% of shares, reconstruction and re-

on

vitalisation of the existing equipment has
been combined with the installing of the
new plant. e value of the investment in
Alas Rakovac is €7.5million.

We accepted our obligation to complete the
re-cultivation of two quarries on Fruska gora
— Srebro and Kisnjeva glava — and issued
bank guarantees for each of those quarries to
the value of €1.6 and €2.6 million. ey are
guarantees for a job well done. A er re-culti-
vating these quarries, from which the stone
has been mined for 70 years, a new picnic
and recreation area will be made.

I To date, you have invested around
€70million in the purchase of rms here
in Serbia. Which companies are those
and are you satis ed with their opera-
tions so far?

We entered the Serbian market together
with Lafarge and the Wintersdorf group, and
undertook the property transformation of
Beocinska Fabrika Cementa. A er that we
bought a major package of Zorka Nemetali
shares (77.71%) at publicauction. isshare
has now increased to 84.89%. e name of
Zorka Nemetali was changed to Alas Hold-

Are you satis ed with the investment

climate in Serbia and what do you think
could lead to its further improvement?

Lot of things have been changed, and the
Serbian market now has a good rating.
As the industrial centre of the former Yu-
goslavia, Serbia has both the experts and
the conditions which lure foreign inves-
tors to invest capital in the country. How-
ever, investors have to be certain that
their money will not be lost here. What
Serbia needs now is political stability.

investment

Tremendous improvements have
been made since our entrance in
Alas Holding. In 2003 total turnover
was €7million, but this year we plan
to make a turnover of €22million.

ing in March.

Alas Holding is comprised of four dependent
companies: Zorka Keramika, Zorka Opeka,
Zorka Alas Kamen and Zorka OdrZavanje. In
2005, the former Zorka Nemetali became the
majority owner (73.96%) of company Vojvo-
dina put, non-ferrous metal mine Rakovac.
Now the company’s name is Alas Rakovac.
Tremendous improvements have been made
since our entrance in Alas Holding. In 2003,
the total turnover was €7million, while this
year we are planning to make a turnover of
around €22million. We are satis ed with our
results and we are counting on huge progress
inthe future, principally because great expan-
sion of the construction industry is predicted
over the next 25 years.

I You have announced your participation
inthe privatisations of some otherSerbian
rms. Could you tell us which companies
that might be?
We will take part in the tenders of the com-
panies which are in the sphere of our inter-
ests, but for the moment | cannot tell you
which companies those are. As soon as we
make a clear decision, we will announce it to
the public.

I What plans for the future does Alas
Holding have?

We are considering the possibilities of cre-
ating new green eld projects, and we will
de nitely invest in our existing capacities.
With regard to companies in Serbia, our aim
is to become a producer of gravel and con-
crete, like many of our companies in other
countries in Central and Eastern Europe and
Africa, including our parent company from
Austria. We possess the required know-how
needed to ful | thataim. n
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Alas Rakovac is a company for
production and processing of
stone, trahite. Its quarries are
located on Fruska gora mountain
and plant for stone processing

is in Ledinci. Stone has been
excavated for 70 years from our
quarries and now our aim is to
recultivate them and make place
for recreation and different kinds
of sport activities. There was a
huge investment in the plant

for stone processing in Ledinci
which should soon be activated.

Facade brick factory was founded in 1977 in Donje
Crniljevo, municipality of Koceljeva, some 55km away from
Sabac. Raw material base for production of facade bricks
is in vicinity of the factory some 0,5 km away from factory.
Production program includes facade bricks of different
color, and various kinds of blocks. Now, we are in stage of
preparing for new investment which should start in
this month. In cooperation with our new partner
Ligelwerk Pichler from Austria and his know-
how we are planning to start with production
of completely new product on this market
“KLIMABLOC".

Zorka Alas Kamen was founded in 2004 as limited liability
company of Alas Holding a.d. Our basic activity is exploitation and
processing of nonmetallic raw materials, limestone, dacite and
kaolin clays. Production plants of Zorka Alas Kamen are located
in municipalities of Koceljeva, Vladimirci and Gornji Milanovac.
Company consists of six working units:
* Jazovnik, limestone quarry
- Segevica, limestone quarry
* Prerada, plant for drzing
and ecavation
+ Ceramide, newly opened
green-field project,
dacite quarry on Rudnik
Mountain

* Alas Trans, transport group ZORKA ALAS KAMEN
* Management

98 ZORRA RERANIRA

Factory for production of ceramic tiles was
founded in 1978 in Sabac, with planed
capacity of 1 m m2. It's development is based
on constant monitoring of technological
innovations, with regular implementation

of know-how from European countries.
Reconstructions and installments of new and
modern equipment happen on regular basis.
We try to keep pace with the world trends.
After privatization, in February 2005 the third
reconstruction was performed and capacity was
enlarged to 2 m m?, and now we are preparing
new investment which will enlarge production
capacity to 6 m m? and introduce new types of
products, apart from existing ones: Monocottura
and Gress porcellanato.
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Our vision in Eurobank EFG is to be the bank of first
choice in the region of New Europe, while operating
with a sense of responsibility towards our employees,
customers, shareholders and society.

In Serbia, we are dedicated to provide 5 star banking
products and services to our corporate and retail cli-
ents through a network of more than 100 branches all
over the country.

@ Eurobank EFG )

stedionica

www.eurobankefg.co.yu
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Draginja Buri¢, President of the Banca Intesa Executive Board

VIAINTAINING LEADERSHIP

ommenting on the

business  climate
in Serbia, President of
Banca Intesa’s Executive
Board, Draginja Buric,
says: “Although the over-
all business climate in
Serbia is good, there are
certain problems which
should be overcome in
order to reach a higher
level of political and eco-
nomic stability, which is
a prerequisite for a ract-
ing potential investors
and thereby achieving
faster and more intense
economic development.
When we are talking
about investments in
the banking sector, the
most in uential banking
groups — like our parent
company Intesa Sanpaolo
— have clearly shown that
investing in Serbia has a
good future”.

I Inyour opinion, what
needs to be done in or-
der to preserve macro-
economic stability and advance the busi-
ness environment?
In order to preserve the macro-economic
and, above all, price stability in conditions
such as adverse economic trends on the glo-
bal level, it is extremely important to further
harmonise scal and monetary policies. In
that respect, reducing public spending and
scal de cit represents the most important
path to lowering domestic expenditure and
the foreign trade de cit. e resolve to nal-
ise the privatisation and more intensely re-
structure the business sector is necessary in
order to raise economic competitiveness and
advance economic development. Reviewing,
supplementing and harmonising legal regu-
lations, with consistent application of the law
and a more e cient judicial system, should
also contribute to stabilisation and the ad-
vancement of economic development.

I How do you rate the future of the Ser-
bian banking market and, from a banker’s
perspective, what are the biggest prob-
lems on this market?

isworthwhile. From the perspec-
tive of bank owners in Serbia,
the biggest problems here are
substantial and frequent changes
to business conditions and le-
gal regulation with certain, very
strict administrative constraints.

I How do you rate the results
achieved by Banca Intesa?

In the rst nine months of this
year, Banca Intesa’s business op-
erations have been very good
in all segments. With a billion
Euros of placements and 1.25
billion Euros in deposits, we
have singlehandedly managed to
become number one in the Ser-
bian banking sector. If we con-
sider results achieved by Panon-
ska banka, we can say that Intesa
Sanpaolo Group has solidi ed its
position as the leader. We have a
clear development concept, i.e.
the vision of where Banca Intesa
should be on the Serbian market.
We are developing all business
segments with the aim of be-
coming a universal bank with the

By coming to Serbia, the most in uential
bank groups — like our parent company In-
tesa Sanpaolo — have shown that investing in

Serbiahasagoodfuture. elevel of nancial
intermediation in our country is still consid-
erably lower in relation to our neighbouring
countries, and this potential iswhata racted
a substantial number of foreign banks to this
market. Our good results so far, and high
growth rates in all business segments, are the
best testimony to the fact that investing here

“Inthe rst nine months of this year,
Banca Intesa’s business operations
have been very good in all segments.
With a billion Euros of placements
and 1.25 billion Euros in deposits,
we have singlehandedly managed to
become number one in the Serbian
banking sector.”

leading market position.

I Asaresult of Banca Intesaand Sanpaolo
IMI integrating, there will be a merger be-
tween Banca Intesa and Panonska banka
in Serbia. What will this integration mean
to the clients of these two banks?

e merger between Panonska banka and In-
tesa has already begun, technically speaking,
and it should be nished by the end of this
year. Personnel and organisational integra-
tion are on course and we don't expect any
major problems with this merger. All com-
panies that are clients of Panonska banka
mostly use Banca Intesa’s services too, while
those which were geared more toward Pan-
onska banka will have an even more diverse
and be er quality o er at their disposal, in-
cluding more favourable loans, a er this inte-
gration takes place.

With regard to citizens, they will be ge ing
additional quality from the integration —
whether we are talking about the be ero er
of payment cards, which are Banca Intesa’s
trademark, or housing loans and E-banking
services. Also, they will have a larger number
of our branch o  ces at their disposal. n
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Francois d’'Ornano, CEQ of GLN

Speci ¢ expertise

1 You were one of the rst international
law 0 ces to begin operating in Serbia.
Could you tell us how the company has
developed internationally?
Building from a premier position in France
into a powerful independent international
law rm, Gide Loyre e Nouel (GLN) op-
erates out of 21 0 ces around the world.
GLN has o ces in Europe (Belgrade,
Brussels, Bucharest, Budapest, Istanbul,
Kiev, London, Moscow, Paris, Prague and
Warsaw), the U.S. (New York), the Middle
East (Riyadh), North Africa (Algiers, Casa-
blanca and Tunis) and Asia (Hanoi, Hong
Kong, Ho Chi Minh City, Beijing and
Shanghai). e Belgrade o ce was opened
in June 2004.

is new operational centre was estab-
lished to further GLN’s policy of expan-
sion into Central and Eastern Europe,
which began in 1991 with the opening of
the Warsaw O ce. Byse ingupano ce
in Serbia, GLN isrea rming its interest in
this region and is also answering the ex-
pectations of GLN’s existing clients who
are willing to invest in the Balkan region
and want to receive excellent legal services
equivalent to those they are o ered by our
0 ceselsewhere.
Since its opening, our o ce has been busy
advising and assisting clients wishing to
conduct business in the countries of the
former Yugoslavia.
Our Belgrade O ce can also rely on the
support and assistance of lawyers in GLN’s
other international o ces, especially those
in Central and Eastern Europe and in the
GLN Paris (Finance / Project Finance,
Taxation, etc.), London (Banking and Fi-
nance) and Brussels (Competition) o ces
with several Serbian, Croatian and Bosnian
associates among their members.
Our Firm is now able to assist its clients
from Moscow to Istanbul through Belgrade,
thanks to its network of o ces developed
throughout this part of Europe.

I Your Belgrade o ce o ers various
services. Which of your services would
you highlight as being the most impor-
tant and most soughta er?
While respecting our con dentiality princi-
ple which bans us from quoting the names
of our clients, | can tell you that we have
been intervening in the following elds:
 we have specifc expertise in advising cli-
ents on company acquisitions on privati-

S /D \/E R T OR | A L. 1N

sation and, more generally, in the mergers
and acquisitions area. Our expertise in-
cludes, in particular, the realisation of the
legal due diligence of the target company
and dra ing and negotiating of the acqui-
sition agreement;

« our ofce advises banks on maters con-
cerning their everyday business (the
opening and management of accounts,
export credits, loans, etc.) and in connec-

“Our Firm is now able to assist its
clients from Moscow to Istanbul
through Belgrade, thanks to its
network of o ces developed
throughout this part of Europe.”

tion with one-o transactions (interna-
tional loan agreements involving security
interests in Serbia and abroad, project -
nance etc.). Our work includes the dra -
ing of loan agreements and the issuance of
legal opinions on this kind of agreement.
In this area, we can rely on the expertise of
our Parisand London o ces.
« Real Estate law: T e importance of this
eld of activity should considerably in-
crease in the following months and years,
once some issues related to certain as-
pects of the legal status of real estate in
Serbia, and also sometimes the absence

of free competition in this area, are solved
and, thus, more foreign investors are able
to realise green eld operations here.

I What concrete plans for the future do
you have?

I have two main objectives for the following
two years: 1) e continuation of our ac-
tivities’ growth in Serbia; 2) e continua-
tion of the development of our activities in
the Balkan region, with, as an example, the
intensi cation of our activities in Zagreb.
When | opened the o ce three years
ago, we were only three persons. Today |
have the pleasure to lead a team of about
twenty people. | feel that there is no rea-
son for our development to stop, and, as
a mere example, | am considering the re-
cruitment of new lawyers in the coming
months, some of them to be quali ed un-
der acommon law legal system with solid
experience acquired in the jurisdiction of
one the world’s leading nancial cities (for
example London or New York), especially
to strengthen our expertise in the banking
and nancial areas.

As a conclusion, | would like to express my
pride for having set up, in last three years,
one of the leading law rms in Serbia and,
as | would say in french, “comme il n’y a de
richesse que d’homme”, | would like to spe-
ci cally thank my “Yugoslav” associates for
the quality of their work. n
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Gide Loyrette Nouel
I I in Central and Eastern Europe
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Gide Loyrette Nouel

www.gide.com
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15 years of experience

Opened in 2004, GLN Belgrade is one of the first
international law firms to be present in Serbia.

It advises investors wishing to set up business in Casablanca
the Balkans, as well as companies already established. Hanoi
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Hong Rong
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Contact
Frangois d’Ornano
ornano@gide.com



I (NTERVIEW

I is year the FIC marks ve years
since its establishment. What has the FIC
achieved since 2002?

Many things have been done in the last ve
years. e Council was established with the
aim of supporting the rapid implementation
of reforms in Serbia. We have chosen a prag-
matic way of operating: providing concrete
proposals on how to overcome problems
and improve the business climate.

We established the White Book as a regular
means of communicating our positions, but
we did not stop there.  is publication lives
throughout the whole year, because it repre-
sents the basis for our continuous dialogue
and co-operation with the administration,
with the goal of the investors’ recommenda-
tions being implemented as soon as possible
and in the best way.

By comparing Serbia in 2000 to Serbia now,
the results of all those who have been work-
ing on the economic recovery and develop-
ment are visible. I am sure that the Foreign

BANKING SYSTEM

It is a fact that banks were among the
most active members of the Council and
that a whole series of recommendations
had an in uence on the formulation of
the policy in the banking eld. On the
other side, the main credit belongs to the
state, which implemented a completely
new model of transition and started to
solve the problems in the banking sector
inthe rst phase of reforms.

Budimir BoSko Kosti¢, President of the FIC Board of Directors,
Deputy Chairman of the Board of Directors of Rai eisen banka A.D.

Visible
Results

“The Council will exist until European standards are fully
implemented in local legislation”

Investors Council has its position in the
group of international and domestic institu-
tions that have contributed to the establish-
ment of Serbia’s new legislative framework.

1 Apart from the FIC, have any other
similar organisations in Serbia come out
insuch a public way with proposals about
what should be done in order to improve
the investment climate in the country?

What makes the Council di erent and rec-
ognisable is indeed the way it presents pro-
posals. We chose the public, wri en word,
an annual publication which covers the dif-
ferent elds of interest. In Serbia there is a
group of so-called economic associations,
which formulate their member’s proposals
and appear before the government. e Ser-
bian Chamber of Commerce has a speci ¢
position; it recognised the signi cance of
active participation and was our partner in
publishing the last White Book. e Ameri-
can Chamber of Commerce, which also has
a developed dialogue with the government,
also helps with its proposals in the formula-
tion of various policies, such as intellectual
property rights, environmental protection,
etc. National associations, which gather Ital-
ian, German and Slovenian companies, are
also active... e aforementioned associa-
tions have an obvious advantage in regard to
the Council, and that is the strong support
of their respective state administrations, i.e.
embassies. When you have behind you, for
instance, the U.S. Embassy, your in uence is
much stronger in many ways, but at the same

time the focus of your action is determined
by state policy priorities. In that sense the
Council is independent, but also le to its

own devices. e Council draws strength
exclusively from its members, who are 0 en
also members of national associations.
During my mandate in the Council, | have
been working a great deal on the establish-
ment of good co-operation with other as-
sociations. | think that the key is in the co-
ordination of work and the division of tasks.
Serbia still has a long way to go and all those
associations can play asigni cant role in the
implementation of reforms.
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1 Deputy Prime Minister Bozidar DPeli¢
claims that the FIC’s recommendations
were operative; that they could be ac-
cepted. During the last ve years has the
FIC always met with the willingness of
the other side to co-operate?

I would say that the willingness for dialogue
was always present, as was the good will to
consider our proposals.  at, of course,
does not mean that all of the Council’s rec-
ommendations were eagerly accepted by
the government, or that our positions were
identical.

However, it is important to us that all of

the governments of the last ve years have
expressed willingness for co-operation and
maintained a constructive approach in the
consideration of our proposals.

e basis for success is good co-operation,
and the fact that we address issues one by
one ensures that we o en come to a mutu-
ally acceptable solution, or at least an un-
derstanding of the other side’s positions.

I Have some of the recommendations
from the White Book 2007 already been
accepted, and which recommendation
would you particularly highlight as be-

ing imperative to the improvement of
the investment climate in Serbia?

e Parliament has just adopted the Law on
the Amendments and Additions to the Law
on Tobacco and rati ed the regional Free
Trade Agreement (CEFTA). e last White
Book was published at the end of May, then
came the summer — which is always pas-
sive — and the fact is that the Government’s
focus has been, for some time, directed to-
wards solving political problems. e posi-
tion of the Foreign Investors Council is that
the Government has to pay appropriate at-
tention to economic issues and to place the
resolving of current economic problems
among its priorities.

e White Book 2007 gave recommenda-
tions on a whole series of elds, such as
the nancial market, tax policy, insurance
and construction. We expect the majority
of those recommendations to be adopted

“l am sure that the
Foreign Investors Council
has its position in the
group of international
and domestic institutions
which have contributed
to the establishment
of the new legislative
framework of Serbia.”

within the framework of the package of 40
laws which the Parliament is supposed to
consider by the end of this year. If new leg-
islative solutions containing our proposals
are adopted, that will be another incentive
for the Foreign Investors Council to take an
even more active role.
I would not like to highlight any of the rec-
ommendations connected with speci ¢
sectors, but 1 would like to say that the im-
provement of the investment climate rstly
depends on the continuation of completing
the institutional framework for the market
economy. In other words, the Government
should complete the privatisation process,
carry out the rigorous restructuring of the
economy and, of course, maintain macro-
economic activity, decrease public spend-
ing and control in ation.

e White Book 2007 places particular em-
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WHITE BOOK

we did not stop there.

phasis on problems in the implementation
of adopted legislative solutions and points
out the importance of timely adoptions of
bylaws and the strengthening of the ad-
ministrative capacities of state institutions.

e Council considers that it is not enough
only to adopt laws, but also to ensure their
e cient implementation. For instance, the
new laws on bankruptcy proceedings were
adopted, but their e cient application is
overdue. Also, investors have recognised
that it is necessary to improve judicial prac-
tices, because when investors are consider-
ing whether to bring charges against some-
body they should be in a position to predict
how long such a dispute will last.

We established the White Book as a regular means of communicating our positions, but
is publication lives throughout the whole year, because it rep-
resents the basis for our continuous dialogue and co-operation with the administration,
with the goal of the investors’ recommendations being implemented as soon as possible
and in the best way. By comparing Serbia in 2000 to Serbia now, the results of all those
who have been working on the economic recovery and development are visible.

I Other countries also have these kinds
of councils. How do they operate and
does the FIC have some time limit as to
how long it should exist?

We maintain regular contact with other
councils in this region. Regional acting is
very important, especially considering the
trend towards creation of a joint market for
South-Eastern Europe.  ere is no unique
formula for the work of such councils, each
of them formulates the best way of achiev-
ing its goals, and the goals are common.

As regards the time limit, we have con-
nected that with accession to the EU. More
precisely, the Council will exist until Euro-
pean standards are fully implemented do-

S | T E R/ |

mestically. Let’s clarify this with an exam-
ple: even though Bulgaria and Romania are
now in the EU, their councils still operate
because the transition is not yet nished.

I ebanking system is one of the most
organised systems in Serbia today. Some
say that part of the credit for organising
the banking sector belongs to the FIC?

I would agree with that opinion, even
though that might not sound modest. Itisa
fact that banks were among the most active
members of the Council and that a whole
series of recommendations had an in u-
ence on the formulation of the policy in the
banking eld.

On the other side, the main credit be-
longs to the state, which implemented a
completely new model of transition and
started to intensively solve the problems
of the banking sector in the rst phase of
reforms.

I Some people have been of the opinion
that the adoption of the Law on Invest-
ment Funds was late. How is that sector
doing now, considering that Rai eisen
Bank has its own investment fund?
Bearing in mind the level of development
of our capital market, the law isn’t signi -
cantly overdue. What would the funds have
invested in here two or three years ago? Did
we have market material and what was the
liquidity level at that time? Some statistics
say that in total, the cumulative annual
growth rate in the selected countries of
Central and Eastern Europe (Russia, Po-
land, Czech Republic, Hungary, Slovakia)
for the period from 2000-2005 was 9.6%,
and in 2005, in relation to 2004, it was al-
ready 25.2%.

Property growth rate was also very dynamic
under management, in relation to GDP. We
are awaiting the same here. Today we have
four active funds and probably by the end
of the year we can expect another three or
four to have commenced operations.  eir
property slightly exceeds equivalent to 57
million euros, and the number of members
is close to 7,000.

Rai eisen Invest is marked by solid growth.
In two months we have collected over 1.2
billion dinars, and the investment unit
value has reached 1,033.33 dinars. When
we compare the funds’ yields from the mo-
ment we commenced work, we see that our
yield is the biggest. And portfolio manag-
ers worked well —we have grown more than
“benchmark”.

We expect that the bodies in charge will
introduce certain amendments to the Law
and bylaws that are in line with internation-
al norms. n
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BoZidar Deli¢, Deputy Serbian Prime Minister

FIC recommendations are

“There is no stronger argument for investors to come to a certain country than the
recommendation given by investors who are already there”
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By Tatjana Ostoji¢; Photo: Stanislav
Milojkovié

Five years have passed since the estab-
lishment of the Foreign Investors Coun-
cil. What do you think about the work of
this organisation in Serbia?

I have to say that the FIC has done be er
work here than in other countries. It seems
that the Foreign Investors Council has man-
aged to be very in uential because it has
been open. Not only have foreign compa-
nies found their place in the FIC, but also
domestic rms which went on to nd stra-

tegic partners, companies from all around

the world, not only from one region or from
one neighbouring country. Apart from that,
they also have a large number of contacts
with domestic experts, whom they consult,
thus their recommendations are 0 en very
operational and can therefore be accepted
more than general appeals for the improve-
ment of the business climate, which are al-
ways desirable butine ective. In that sense, |
think the FIC has established good relations
with the Government; neither hostile nor of
allegiance.

e last White Book cited the necessity
for the faster implementation of adopted
legal acts and swi er adoption of bylaws
that would interpret certain legal provi-
sions?

e FIC is right regarding that issue.  at
currently shows the further problem of our
administration’s capacities. We have su
cient capacity to prepare certain concrete le-
gal proposals but, at the same time — almost
as a rule — we are always late with bylaws.
And laws are dead le ers on paper without
them.  erefore, they are right, and | have
to say that one of the elements in European
dialogue, and also in the Government, is to

rstly complete what we have done so far
and only a er that to go on to new things.
us, as you can see, in our action plan we

do not talk only about laws, but about many
things including bylaws. We are working on
that, but it is a veritable jungle of regulations
and itis 0 en be er to repeal some regula-
tions than correct them.

Bearing in mind that you were a mem-
ber of the post-5th October DOS Govern-
ment, and you are now again in govern-
ment, do you think the FIC has been able
to ndagenuine collocutor in the govern-
ment, i.e. could they come to the govern-
ment to discuss certain issues in the aim
of improving the investment climate?

I think that sophistication is higher on both
sides now. Foreign investors now have ex-
perience of working in our country and,
therefore, their questions are increasingly
more operative and precise. e govern-
ment, which was initially directed towards
ensuring basic stability in our country and
launching key processes such as privatisa-
tion, tax reform and the reform of the bank-

ing system, has done those things to a cer-
tain extent and now we can turn towards
the second generation of reforms, where we
increasingly frequently encounter points of
contact with the FIC.

erefore, we expect much more regular
and co-operative meetings with the Council
where, with the White Book and its presen-
tation, we will be able to resolve concrete
issues. As far as | am concerned, one thing
is clear: there is no stronger argument for in-
vestors to come to a certain country than the
recommendation given by investors who are
already there.  at means that the rst steps
in those six years are the most important
ones. It is good that, a er the speci ¢ mis-
takes which the previous Government made
— for instance with the tobacco industry — it
adopted the action plan and our Govern-
ment implemented it. From the changes of
the tax laws to the amendments to the Law
on Tobacco, including the amendment de-
manded from the industry and accepted by
the Ministry of Agriculture to reduce the
purchase of tobacco, because of this year’s
drought.
I hold meetings with potential investors
on a regular basis, and there government
members can present very nice power point
presentations. However, in the end the most
credible evidence for investors are those

who have already invested their money here.
It is because of that that we pay great a en-
tion to those who are here. ey are our best
ambassadors.

e CEFTA agreement was rati ed re-
cently. Were all problems ironed out?
Yes, and it will not present a problem for the
tobacco industry because we have already
harmonised things.  us, there will now be
changes to the tax laws which facilitate what
was agreed before. I have had a meeting with
all tobacco industry representatives and we
have started the analysis. We seek their pro-
posals for the next six years, because that is
one of the rare sectors in which Serbia has
managed to a ract the three biggest produc-
ers in the world. Regarding cigare es, Serbia
should do what Poland managed to do when
they accessed the EU, and that is to produce
more and more tobacco for the EU and to
reduce smoking at home.  ose two goals
are only opposing at rst glance.
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Questions regarding the privatisation
of public companies are being asked
very frequently, aren’t they?

Sometimes that is presented as crypto-

communist politics.  atissimply not true.
A certain number of our analysts think that
if you do not sell all public companies this
year, you are in essence not a supporter
of the market economy.  at is nonsense
which can be u ered only by those who
have su cient intellectual idleness not to
bother to nd out what is happening in
the states from this region and those in the
west.
It is clear that public companies are public
because the element of monopoly — natural
and factual —appears in their activities, and
that those are companies which economists
claim are not exible and that, regardless
of their price, are so necessary that there
will always be somebody to carry on mak-
ing use of them: from petrol to electricity.
ere lies that speci city, which requires,
rstly, the development of the regulatory

framework in order for the public monop-
oly not to be exchanged for a private one,
because the public one can even have some
rationale while the private one has none
at all. Secondly, at the moment the whole
world shows that energy, for instance, is a
strategic branch with record high prices for
petrol and gas. When you see the e orts
of the French to keep their petrol and gas
companies French, then the way in which
Hungary, in absolute national unity at the
moment when Austrian OMYV tried to buy
MOL this summer — regardless of the fact
that it was an EU member — went as far as
to propose a law banning the takeover of
companies of strategic importance, and the
American Government banned their com-
pany from being taken over by a Chinese

e fact that we have arranged relations with Europe; that we are on the clear road towards
the EU, is one of the strongest arguments for foreign investors. Since | was a banker before
joining the government, when | was a member of the management boards of banks in
Romania and Bulgaria | witnessed how much that meant to those countries. Literally new
classes of investors, who did not even want to consider those countries before they were
accessing the European Union, started coming. In that sense, integration and investment

are very strongly connected.

company. Because of that, we have to think
about it more seriously.

Energy is really a strategic branch and we
have to make the most of our potential.
As such, we should not enter that domain
unprepared. Rather, we should, of course,
continue reforms. | believe that if we look
at Telekom Srbija, which is already the re-
gional leader through its presence in Bos-
nia & Herzegovina and Montenegro; if
we look at EPS, which has an important
position and the possibility of becoming a
major exporter of electricity able to co-op-
erate with Bosnia & Herzegovina and the
surrounding area, and NIS too, we see that
Serbia has the chance to use those public
companies as the fulcrum for further eco-
nomic development.

We should work on the de-politicisation
and professionalisation of the management
of those companies.  at should be our
goal for the time being.

What does the EU Stabilisation and
Association Agreement bring?

e Agreement is important because it is a
prerequisite for the next step, which is the
granting of EU candidacy status. Once we
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have that status, the remaining two parts
of the European budget that are currently
unavailable to us will become accessible.
ese pertain to funding for agriculture
and regional development. e European
budget has earmarked €190.9million for
Serbia for the year 2008, and | expect that
by 2009 we will see the tripling or quadru-
pling of that budget allocation.
Moreover, any a empt on the part of Eu-
rope to withhold privileges would rstly
have to go through consultations with us,
and practice shows that nothing that has
been given once has ever been withdrawn
later.  at is one form of stability for our
entrepreneurs: if we know that 63,000 hec-
tolitres of wine can now be exported with-
out custom taxes, it is clear that the wine
industry is facing a period when they can
safely plan their investments.
As regards our sugar industry, we have re-
solved all disputed issues regarding the
trade with sugar and products with high
sugar content, but we had to talk a great
deal with Europe to nd a common lan-
guage and solution in order to ensure that
a crisis like the one from 2003 is never re-
peated. We con rmed one quotaof 180,000
tonnes. | think that Serbia should have got
more because Croatia, which produces four
times less than us, has the same quota. | do
not want to take away a single tonne from
Croatia, but I think that we deserve more.
We were told thata erthe rstyear of good
implementation, hopefully 2009, we will be
able to request more. e export quota for
veal will remain at 700 tonnes. For the time
being, the utility rate for that is at the level
of 20% and we consider it successful since
they did not reduce our quota, regardless
of the fact that we have not exported it for
several years.
We must, however, look at the real e ect
during the negotiations. When we were
approaching the signing of the agreement
it became clear what the quota would be,
and from only one slaughterhouse which
has the certi cate for exports, another ve
were added.  ose are chain issues, not to
mention the fact that investors, especially
foreign ones, ask how far we have gone with
Europe. I would like to mention that, as re-
gards both the primary and processing sec-
tors of the agriculture industry, Europe has
shown good understanding of their impor-
tance and, as such, we were given su cient
protection during the transitional period
for the most sensitive products. Regardless
of whether that is meat, milk, wheat, our
or the speci ¢ quality of the Serbian mar-
ket, we were the only country to be granted
seasonal protection for plums, apples, to-
matoes and other products.

We were, as a country, already fairly open in
the industrial domain. We have good protec-
tion for those things which are most critical
for us, such as ceramics, furniture, toys and
the car industry where we want to addition-
ally a ract investors and to keep the protec-

tion dose for our producers. N1S was granted
a transitional period status until 2010 un-
til the liberalisation of the petrol derivates
trade, to adapt to it, the same as other public
companies which have between three to ve
years to adapt to the new situation. n
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I COMMENT

Clear Intentions

“..itis crucial for the Serbian Government to defne and publicly announce their plans
and intentions with regard to public companies...”

By Radovan Jelasic,
Governor of the National Bank of Serbia

n active and agile FIC, as it has been so

far, is necessary in Serbia. However, it is
notasu cient precondition for the essential
changes in certain sectors of our economy.
Since the desire for the swi implementation
of reforms existed particularly in the banking
sector, the FIC’s engagement achieved the
greatest results there. s was exceptionally
important, because the changes in the bank-
ing sector indirectly set in motion reforms in
the real sector. e knock-on e ect of that

“The fact that we have achieved
macroeconomic stability does
not mean that now is the time
to relax. On the contrary, now
I the key moment for the state
to clearly say what the next
steps in the continuation of the
transition process are”

is that nobody asks ‘what’ should be done
in Serbia any longer, but rather ‘when’ and
‘how’ reform steps will be realised.

erefore, in the aim of accelerating our eco-
nomic transition process, it is necessary for
the FIC to highlight the necessity of speed-
ing up the reforms in Serbia even more force-
fully.  iswillalso simultaneously contribute
to the quality and stability of the domestic
banking sector.
In terms of the creation of a favourable cli-
mate for investments, regardless of whether
that refersto the nancial or real sector, there
can never be too many warnings about the
necessity of maintaining the achieved macr-
oeconomic stability and not jeopardising the
decreasing trend of in ation.
Potential foreign investors still come to Bel-
grade with a great degree of scepticism, but
almost all of them leave with optimism and
the conviction that Serbia has the capacity to
rapidly enter the European Union.
What spoils this picture is the fact that on the

macro plan, unfortunately, messages regard-
ing what Serbia really wants to achieve are
frequently changed. s could refer to the
EU, NATO or something else; or what (and
within which time frame) the state will do
regarding the structural reforms, especially
concerning public companies.

In the interests of foreign investors’ long-
term planning for Serbia, it is crucial for the
Serbian Government to de ne and publicly
announce their plans and intentions with
regard to public companies: which will be
privatised and which will remain under state
ownership, what tempo will be applied, etc.
Without that structured planning, we are
still faced with a confusing situation which
sends negative signals to potential investors

that the reformist course here is not clearly
de ned. It is as a result of this that opinions
regarding this important and, on several oc-
casions, delayed issue will be presented by
individuals instead of parties, and by parties
instead of the state.

e fact that we have achieved macroeco-
nomic stability does not mean that now is the
time to relax. On the contrary, now is the key
moment for the state to clearly say what the
next steps in the continuation of the transi-
tion process are; what the publicly undertak-
en obligation for the state itself would be, but
also the important motivation for potential
investors to maintain an interest in Serbia as
an economically prosperous country which
is safely stepping towards EU integration. n
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Dostava do 9:00, do 12:00, do 18:00

Nije u pitanju Zamor hotelskih gostiju prilikom odjavljivanja. U pitanju je prva dnevna dostava DHL-a.
Tatno na vreme, kao 5to je obecano. DHL pokriva vise gradova Evrope do 9:00 od bilo koje druge
ekspresne kurirske kompanije. To podrazumeva svakodnevnu dostavu podiljaka po Evropi, po principu
«0d vrata dovrata”, do 9:00, kao i do 12:00 i 18:00. Na raspolaganju Vam je | on-line pradenje posiljaka,
uz besprekornu uslugu i posvecenost 100.000 zaposlenih DHL-a u 25 zemalja. Proverite kako Vage
poslovanje moZe da napreduje i ide ispred trendova, na wwwdhl.co.yu ili pozovite 011 310 55 00,
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I (NTERVIEW

Jasna Matic, State Secretary within the Serbian Ministry of the Economy and Regional Development

Vesna Peri¢, SIEPA director, & State Secretary
Jasna Mati¢, promoting business in Serbia

Natural partnership

peaking for the FIC Guide, Jasna Mati¢

— former director of SIEPA and cur-
rent State Secretary for the economy & re-
gional development —says that the Foreign
Investors Council has represented a very
important partner to the Government of
Serbia in the process of reforming business
regulations.

I In terms of investments, how much
would you say Serbia has changed in the
ve years since the creation of the For-
eign Investors Council?
Serbiahaschangedalotinthe past veyears;
and not only in terms of investments. From
acountry that had just emerged from a deep
crisis, with a budget de cit and no growth;
with a recently re-established monetary and
scal system, we have grown to become a
country with strong economic growth, a
budget surplus, a stable monetary and scal
system and a very dynamic banking scene.

1 Which positive changes would you em-
phasise?

Numerous laws have been adopted in the
past ve years, and these laws have signi -
cantly improved our regulatory framework.
One of the most important changes was
the introduction of VAT, which has served
to transform a big portion of our economy
from the grey area into legal businesses.

“,..decreasing the corporate pro t tax
to 10 per cent made Serbia stand out
among the countries in the region,
and transition countries in general,
and it represents a very important
component of our overall investment
attractiveness.”

Signi cant improvements have also been
made in the regulations and practices re-
lated to the establishment of companies and
bankruptcy procedures. is remedied the
situation, because prior to the changes there
was a heavy burden and high business costs.
Lowering income taxes also proved to be
very e ective, and decreasing the corporate
pro t tax to 10 per cent made Serbia stand
out among the countries in the region, and
transition countries in general, and it repre-
sents a very important component of our
overall investmenta ractiveness.

1 Inyour opinion, what else needs to be
done in order to make Serbia even more
a ractive for foreign investors?

What is still ahead of us are further reforms
in the process of accession to the European
Union and e World Trade Organisation,
as well as the be er implementation of laws
that have already been adopted.

22 Guide to the Foreign Investors Council




It is of utmost importance for us to com-
plete and synchronise the regulatory and
institutional frameworks in order to ensure
the full implementation of laws, which is
now in many areas impossible due to miss-
ing institutions and lacking bylaws.

COUNTRIES, 2007-2011

Highest
Rank % of world total
1 United States 16.75
2 Britain 7.54
3 China 5.79
4 France 5.22
5 Belgium 4.78
6 Germany 441
7 Canada 4.22
8 Hong Kong 3.20
9 Spain 2.99
10 ltaly 2.77
11 Netherlands 2.57
12 Australia 2.52
13 Russia 2.10
14 Brazil 1.84
15 Singapore 1.81

Prospects to 2011

Of course, improvement
of the infrastructure of the
country is also very impor-
tant, and we also need to
further improve the edu-
cation system in order to
ensure the competitiveness
of our labour force, as our
most important resource.

1 How much has the For-
eign Investors Council
in uenced the improve-
ment of the overall invest-

ment climate in Serbia? importance for a huge contribution to the
With its activity and con- improvement of the busi-
structive approach, the For- usto Complet? ness climate in Serbia.
eign Investors Council has  and synchronise

represented a very impor- the regulatory | e FIC’s members

tant partner to the Govern-
ment of Serbia in the proc-
ess of reforming business
regulations.

With  their  suggestions
and experience from other
countries, the FIC members
have helped us not merely
to identify problems, but
also to resolve them.

I Has the FIC's White
Book, and the recom-
mendations it contains,
had any in uence over
the Government and other institutions
which shape the investment climate of
the country?

For years the White Book has provided
excellent guidelines for our regulatory
and institutional reform process. | believe

FOREIGN DIRECT INVESTMENT INFLOWS (economist.com rankings)

Lowest

Rank % of world total
82 Kenya 0.01
81 Srilanka 0.02
80 Iran 0.02
79 Kuwait 0.03
78 Cuba 0.04
77 El Salvador 0.04
76 Bangladesh 0.05
75 Bahrain 0.06
74 CostaRica 0.07
73 Venezuela 0.07
72 Slovenia 0.07
71 Latvia 0.07
70 Lithuania 0.08
69 Cyprus 0.08
68 Estonia 0.09

Sources> Economist Intelligence Unit, Columbia Programme on International Investment, World Investment

“Itis of utmost

and institutional
frameworks in order

to ensure the full
implementation of laws,
which is now in many
areas impossible due to
missing institutions and
lacking bylaws.”

that a major part of the
recommendations  from
the White Books were
brought to life through
the introduction of vari-
ous regulations. e FIC
White Book identi es
problems that a ect all
companies in Serbia, not
just foreign investors, and
in a clear and transparent
manner formulates the
workings of our economy
as a whole, thus providing

have said that they enjoy
excellent  co-operation
with the Serbian Invest-
ment and Export Promo-
tion Agency (SIEPA). As
the former director of
SIEPA, how do you see
that co-operation?
FIC and SIEPA are natu-
ral partners in the process
of improving the business
climate in Serbia. Our co-
operation has been really
good and constructive, and
isge ingbe er every year.
is process is further enhanced by the fact
that more and more foreign investors, who
have entered Serbia through the privatisa-
tion process, are now, with the full sup-
port of SIEPA, realising new Green eld or
Brown eld projects.
I would also like to mention our ‘local sup-
plier development programme’, which is a
new area of our co-operation that got un-
derway during last year. is is about in-
corporating local suppliers into the supply
chain of multinational companies that are
present in Serbia, which is very important
for both foreign investors and small and
medium-sized Serbian enterprises. Foreign
investors can obtain domestic origin status
for locally produced goods, thereby secur-
ing duty free access to the EU, CEFTA and
Russian markets. Simultaneously, domestic
SMEs can introduce new standards in their
production and management in general, as
well as securing the stable growth of their
company with the support of a big and
strong business partner.
| am sure that in the time ahead the FIC
and SIEPA will extend their co-operation to
new areas and activities, to our mutual ben-
e tand, of course, with the common goal of
increasing the prosperity of Serbia. n
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I (NTERVIEW

Srdan Janicijevic, Vice President of the FIC Board of Directors
General Manager of Politika Newspapers and Magazines d.0.0.

ECONOMIC AND
POLITICAL STABILITY

“Much has been done in
the past seven years —
less than we hoped for,
but more than could have
been expected given the
circumstances. Solid
economic foundations have
been laid for the second
phase of strong economic
growth through direct
foreign investments.”

rdan Janicijevi¢ has been the General

Manager of Politika Newspapers &
Magazines since 2005, and Vice President
of the Foreign Investors’ Council. e future
of the FIC, the investment climate trends in
the country, and preconditions for the ar-
rival of new green eld investments, were the
subjects of our interview with the FIC Vice
President.

I eFICiscelebrating veyearsofitsex-
istence. What do you think the FIC should
concentrate on in the coming period?
More than ever before, the FIC has pro led
itself as an organisation where investors’ in-
terests come together, but also a body that
meets the interests of the state and of a so-
ciety where foreign investors want to invest
their capital. | think that the FIC shall con-
tinue further in that direction.

Our organisation boasts various good cor-
porate practices that foreign investors have
brought here from their own countries and
countries where they have invested, values
that ensure potential investors won't decide
to invest their capital, due to any reason,
somewhere else. Just take a look at how many
quality initiatives have stemmed from FIC
members. None of those initiatives existed
earlier.  at is even more important than

direct investments, although we also expect
them to grow signi cantly in the future.

I Does the FIC have any competition in
Serbia, and what kind of co-operation do

you have with other such associations,
both foreign and domestic?

ere is an increased number of business as-
sociations, both national and foreign, in Ser-
bia. Maybe there are even too many for the
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I (NTERVIEW

size of the economy we work in. let’s try to
quote the domestic associations: the Serbian
Chamber of Commerce with all its branches,
the Belgrade Chamber of Commerce, Asso-
ciation Privrednik (Businessman), various
peer associations gathered around the Cham-
ber of Commerce, the Corporate Managers’
Association, the Serbian Managers’ Asso-
ciation and | have probably omi ed some of
them. Of the foreign organisations, besides
the FIC, there is the American Chamber of
Commerce, the German and Austrian cham-
bers, the Italian Association, the Greek Busi-
nessmen’s Association, the Russian-Serbian
chamber and others. We probably have more
associations than the economies of Califor-
nia and Japan. Each association has its Man-
aging Board and its own leadership. More or
less every one of us managers is a member of
one or more bodies in the above mentioned
business associations. Co-operation is always
good when interests match.

“The FIChas pro led itselfasan
organisation where investors' interests
come together, but also a body that
meets the interests of the state and of
asociety where foreign investors want
to invest their capital.”

I We have heard several times that Ser-
bia lacks su cient green eld invest-
ments. What should be done, in your
opinion, in order to entice more such
investments to Serbia?

We merely need to see the bringing of eco-
nomic and political stability. Much has
been done in the last seven years. Less than
we hoped for, but more than we could have
expected, given the circumstances. Solid
economic foundations have been laid for
the second phase of strong economic de-
velopment, through direct foreign invest-
ments. We just need to keep progressing
slowly and steadily.

I What are the other major obstacles
that foreign investors face once that they
decide to invest into Serbia, and how do
you think they could be overcome?

e biggest obstacle is the con ict between
the desire for Serbia to become “European”
and the constant strive for us all to play ac-
cording to “Balkan rules” But the point is
that serious corporate investors can solely
operate according to the corporate rules
valid in the West, which is still complicat-
ing their operations at the local level and,
in the nal instance, is also harming the
overall image of our country globally. — at
ba le between “as it is” and “how we wish
it to be” will continue to rage.

“The biggest obstacle is the con ict
between the desire for Serbia to
become “European” and the constant
strive for us all to play according to
“Balkan rules” But the point is that
serious corporate investors can solely
operate according to the corporate
rules valid in the West....”

I Do the media in uence the investment
climate in the country, and also the estab-
lishment of a constructive dialogue with
the government and other responsible
institutions?

e media transmit public opinion and
sometimes they even create it. Of course, it
goes without saying that the media can in-

uence the investment climate in a country.
However, that is more in a negative than a
positive sense. I'm not sure that the media
do have a crucial role to play in establishing
a constructive dialogue between the inves-
tors and the government. In our case, that
dialogue already exists, and it is a type of di-
alogue that cannot be established through
the media. n
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Meridian Bank Credit Agricole Group
— the bank that provides more

Quality is never an accident; it is always the result of high intention, sincere effort, intelligent direction and
Skilful execution; it represents the wise choice of many alternatives.

a comprehensive process of transformation in the

implementation of Credit Agricole Group standards,
guided by quality of services and a friendly approach to
clients. That process marked the period of adjustment to
the Serbian market, which was also led by the objective to
“offer more” to its clients. This refers not only to building
and improving the prospects of customers, but also to
developing the “best options” in order to increase their
wealth and achieve sustainable growth for each client’s
stake. Each day is marked by commitment to delivering
an exceptional service with integrity in a professional and
friendly environment.

IVI eridian Bank Credit Agricole Group went through

Meridian Bank Credit Agricole Group offers a versatile
portfolio of products and services, mostly focusing on the
retail sector for which this bank has prepared excellent
conditions. Apart from standard services, our offer includes
payment cards used for the non-cash payment of goods
and services both in the country and abroad. The bank
has also provided special conditions for dinar and foreign
currency savings, as well as consumer and cash loans
and various other products. The SME sector, for micro
and small enterprises and entrepreneurs, offers numerous
corporate loans aimed at helping clients in this sector
improve their businesses. The bank takes great care of
corporate clients as well, offering short-term and long-
term loans in both local and foreign currency, designed

in accordance with the needs and capacities of corporate
clients.

Meridian Bank Credit Agricole Group became the frst bank
operating on the Serbian market to provide its own life
insurance. Credit Agricole Life is an exceptional form of
insurance, which is now available in the Bank’s branches
in Serbia. Three forms of life insurance — Beneft, Guardian
and Perspective — offer a wide range of solutions for

both families and individuals, providing savings with life

William A. Foster

insurance in order to insure the present as well as the
future. This variety of quality customer service is followed
by a commitment to exceed customer expectations, at
the same time making products relevant to respective
customers’ lifestyle and business needs.

With its high level of client service and personalised
fnancial solutions — realised through expert team
members, effcient teamwork, and constant facility
improvement — Meridian Bank Credit Agricole Group is
striving towards more innovative and creative ways to
improve products and client services.

In order to provide accessibility to each client, Meridian
Bank Credit Agricole Group is exerting great efforts in order
to expand its branch network and provide the highest level
of banking services, whilst also improving banking products
that meet specifc clients’ needs.

Meridian Bank Credit Agricole Group is actively involved in
the communities where it conducts its business, providing
human and fnancial resources in order to be a visible,
responsible community partner. Great efforts are exerted in
order to understand the direct and indirect effect resulting
from the operations, products and services of the bank. The
aim is to integrate environmental and social considerations
into day-to-day business decision making and use
resources in a responsible manner. Improved business
performance with an open and honest culture, supported
by constant care for local community, has helped in gaining
the trust that Meridian Bank Credit Agricole Group enjoys.

MERIDIAN BANK

e

CREDIT AGRICOLE GROUP




Aleksandra Smiljanic, Serbian Telecommunications and Information
Society Minister

LIBERALISATION

“It is my ambition to secure at least one more
competitive base, as has been done in the majority of
countries. In my opinion, that is the only reasonable way
to decrease the cost of infrastructure utilisation.”

By Zorica Niki¢

leksandra Smiljanic, Minister of Serbia’s

newly founded Ministry for Telecom-
munications and Information Society, is one
of the few women that have succeeded in
gaining a position which, as a rule, has been
reserved for men.
Regardless of her impressive biography, her
appointment has triggered general surprise
in expert circles — particularly from those
who have considered the fact that only 18.5%
of households in Serbia have access to the
Internet, 337,000 individuals are without a

xed telephone line, and 255,000 homeown-

ers are awaiting separation of their shared
(community) telephone lines. In Belgrade
alone, there is a shortfall of some 100,000
telephone landlines.
With the FIC’s annual White Book having
this year o ered numerous observations and
recommendations pertaining to the telecom-
munications sector, we spoke to Minister
Smiljani¢ about the continuing development
of the sector. Opening her interview for the
FIC Guide, Minister Smiljani¢ clearly notes
that Serbia needs to see the liberalisation
of the telecommunication sector, a change
of the Telecommunications Act, and the
privatisation of Telekom Srbija as well as a
decrease in the price of Internet services as
prerequisites for the further development
of the information society.
“I don't think that the privatisation of tele-
communications is as important as the liber-
alisation of them.  ose processes are di er-
ent: when there’s competition, a state com-
pany has greater stimulus to more e ciently
use its resources,” pointed out Smiljanic.

is year’s White Book states that Ser-
bia lacks telecommunications infrastruc-
ture — which the book claims is the root
obstacle to the further development and
e ciency of the telecommunications
sector. e poor quality of connections
and underdeveloped access to Internet
are the key reasons for the limited utili-
sation of broadband access. State-owned
operator Telekom Srbija (MT:S), which
represents both xed and mobile opera-
tions, maintains its monopoly over un-
derground and above-the-ground cable
network for telecommunication serv-
ices. Although there are laws regulating
the telecommunication sector, there are
still no bylaws for many relevant elds
in the sector. How does the government
intend to implement liberalisation of the
telecommunication market, bearing in
mind that the country lacks relevant by-
laws pertaining to competition and lib-
eralisation of various kinds of services,
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IMPECCABLE CREDENTIALS

Born 1970 in Belgrade, Aleksandra Smiljani¢ graduated from the
University of Belgrade’s Faculty of Electrical Engineering, a er
which she received her MA and PhD at Princeton University in
1996 and 1999 respectively.

She teaches at the Faculty of Electrical Engineering in Belgrade and
is an associate professor at the Polytechnic University of New York
and Stony Brook University, NYC. She worked for AT&T Labs from
1999 until 2004.

Her area of research is the architecture and internal control of high-
capacity packet switches. She has also worked on the scheduling al-
gorithms for packet-switched ring networks.

She has authored numerous conference and journal papers in the
area of high performance switching and routing. She is the holder
of seven U.S. patents, and has two patents pending. Some of these
patents have been patented in Europe, Japan and China as well.

She has been the editor of the OSA Journal on Optical Networking
since 2003, and of IEEE Communication Le ers since 2005; she
mentored the master thesis that was awarded by the Belgrade Cham-
ber of Commerce for the Best Master  esis in 2005/2006.

such as xed telephony, data transfer, broadband wireless trans-
fer, digital TV and others. In addition to that, new technologies,
such as WiMAX, VolIP, still haven’t been regulated.

e Ministry, together with Ratel — the Republic Telecommunication
Agency, will work on the adoption of the necessary Rule Books, in an
urgent procedure. Itis planned that all the necessary Rule Books should
be completed by the end of the year, and that by the beginning of next
year the implementation of liberalisation elements will commence. e
Ministry oversees the implementation of the Telecommunications Act,
which requires the liberalisation of the telecommunications market,
as well as the application of valid Rule Books; Ratel, meanwhile, is in
charge of operational activity.

I Is it planned that the proposed changes of the Telecommunica-

tion Act should de ne away in which expansion of the local loops
should be implemented, because that is a prerequisite for market
liberalisation and it enables new players to take part in the market
game in the telecommunications eld. Is that so?
At this moment, the Ministry will not de ne the expansion of local loops
for two reasons:  rstly, it would represent too big a change and would re-
quire the proposing of a new law that would, naturally, take longer proce-
durally; secondly, we consider that liberalisation should be accomplished
in phases, and that the st phase is liberalisation of the base. It will only
be when there are no bases le that expansion of local loops will make
sense.  atsaid, we shall try to reach that phase as soon as possible.

I Why are there more than 340,000 requests for the introduc-
tion of telecommunication services, the separation of shared
lines, etc.; why, in general, is the waiting period for the resolving
of those requests so long?

at is a question for Telekom. | suppose that they have determined
some other investments as priorities.  erefore, | think that it is impor-
tant to form a Fund for Universal Service as soon as possible, in order to
allow the state to be in the position to determine the dynamics for the
provision of basic communication services to citizens.

I You have an excellent scienti ¢ biography that many would un-
doubtedly envy. But now you have shi edyour career’sa entionto
concentrate on problems of a politico-economic-telecommunica-
tion-informatics nature. Which is easier?

Every beginning is di cult. Science was di cultat rst, but then it be-

zgradimo nove perspektive Za nasu
udurost. Utestvujte na  svetskom

J J

nagrada . j ) u °
Mg, dVa Pni fo
?ruawteSEnaWW m||io 3 hd

*Usaradnji sa Svajcarskim Federalnim Institutom za Tehnologiju (ETH Ziirich), Svajcarska;
Institutom za tehnologiju Masacusets, Kembridz, USA; Univerzitetom Tongji, §angaj, Kina;
Univerzitetom Iberoamericana, Meksiko Siti; Univerzitetom Witwatersrand, Johanesburg,
Juzna Afrika. Univerziteti definisu kriterijume za ocenjivanje i formiraju nezavisne Zirije u pet
svetskih regiona. Prijavljivanje se vr3i na www.holcimawards.org do 29. februara 2008.

Holcim Awards je konkurs iniciran
od strane Holcim Foundation for
Sustainable Construction sa sedistem
u Svajcarskoj. Fondaciju podrzavaju
Holcim Ltd i clanice Grupe koje su
prisutne u vise od 70 zemalja. Holcim
je jedan vodecih svetskih proizvo-
daca cementa, agregata, betona i
asfalta, ukljucujuci ipratece usluge.

Ovo takmicenje u Srbiji podrzano je od strane
Holcim (Srbija) a.d. www.holcim.com/cs

Holcimawards

for sustainable construction
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“ don’t think that
the privatisation of
telecommunications
IS as important as
the liberalisation of
them. Those processes
aredi erent: when
there’s competition,
a state company has
greater stimulus to
moree ciently use its
resources”

came easier. | believe this will also be the
case with my work on politico-economic-
telecommunications-informatics tasks. e
development of telecommunications at the
state level, as well as creation of the informa-
tion society, requires a great deal of work and
dedication.

I September’s published research of
the Republic’s Statistics and Informat-
ics Bureaux states that 30 per cent of the
residents of Serbia are on the net. Mean-
while, only 29 per cent of Greeks and
25 per cent of Macedonians are online,
while 52 per cent of the EU’s citizens are
ontheweb. Atthebo om of the statistics
information-communication ladder are
Bulgariansand Romanians. e number
of people using computers in Serbia this
year is 4.5% up on last year, yet we are
still treated as underdeveloped in the IT
eld. What are the ministry’s plans re-
garding Internet development, bearing
in mind that there are around 140 pro-
viders in Serbia who purchase Internet
time from one big provider and have the
same or similar prices of services?
It is my ambition to secure at least one more
competitive base, as has been done in the
majority of countries. In my opinion, that is
the only reasonable way to decrease the cost
of infrastructure utilisation. e alternative
is for the regulator to analyse the costs of
the dominant operator in detail, and to set
the prices; if it is determined that the domi-
nant operator is ine cient then the regula-
tor should be in a position to in uence the
improvement of the operator’se ciency. So,
management should be doubled, which does

not necessarily lead to success.  is alterna-
tive is much more complicated.
Healthy competition is the element that is
pushing us to succeed, as well as being the
simplest mechanism for progress. However,
itisali le bit more complex to implement
competition in the telecommunications
eld, where the competitors are linked into
a unique network and have to both compete
and negotiate at the same time. e regula-
tor should ensure that competing and nego-
tiating is undertaken in accordance with the
law, that is, the rules. e regulator should
announce any illegal or unethical activities,
personal mistake and the like, and ultimately
eliminate the player from the game.

I You have announced that by the end of
the year you should issue licenses for wire-
less access to WIMAX technology, and by

so doing enable telephone connection
and access to Internet in the country’s ru-
ral, mountainous areas. You have also an-
nounced formation of the Postal Services
Agency and modernisation of postal serv-
ices. What else is your ministry planning?
We primarily deal in analyses necessary for
de ning the regulations by which the market
shall be liberalised, both in the eld of tel-
ecommunications and in the eld of postal
services — because that activity is also under
the authority of the Ministry.

We are writing proposals for a couple of new
laws in the electronic eld. We are working
on de ning the functional speci cations for
NIP projects in the e-government area. e
only way to change the state of our country is
to open the market for investments of foreign
capital, which means liberalisation of the
conditions for the entry of new operators. n
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Bo Andersson,
President & CEOQ of Ericsson d.0.0.

Beyond
the
obvious

1 How would you describe the state of
a airs when the company came here in
1996, and how has it developed?

Ericsson has actually operated in Serbia for
many, many years — long before 1996 — be-
cause we had a co-operation agreement
with the then Nikola Tesla company, before
it became Ericsson-Nikola Tesla. However,
it was in 1996 that we

1 Do you think that when you’re so suc-
cessful there’s a danger of complacency
se ingin?

To be honest, it’s the customer who ensures
that we don’t get complacent. For good and
for bad, it’s always positive to have a demand-
ing customer; it keeps you on your toes.
When looking at possibilities of complacen-
cy, one has also to look at the market envi-
ronment. And in our industry there is a very,
very tough market environment all over the
world: there are new Chinese players coming
in, big mergers making companies stronger
and helping them to start to reach our level.

1 Considering the growing competition,
how do you intend to maintain, and even
increase, your success here?

When it comes to the wireless business,
simply maintaining our position here
would mark success. We are looking at new

formed a company. At

that time we could see
that the Serbian market
was growing a lot, and
so we decided to estab-
lish ourselves in a more
permanent way. When
Ericsson enters a mar-
ket, we don't look at the
di culties of a period a
country is in; we look at
the possibilities to do
something and if we see
such a potential we try
to handle the situation
instead of concentrat-
ing on all the obstacles.
Moreover — as has been
the case for us in Serbia,
Israel and elsewhere
— di cult periods can

also mean opportunities. Indeed, during dif-
cult periods in a country there is 0 en a
pronounced need for be er communication.

1 Do you think Ericsson has that pioneer-
ing spirit to go in and take on a market
fraught with di culties?

Absolutely; we don't let political issues have
an impact on us. Rather, we try to identify
where it’s possible for us to enter a market
and do something positive. As is very well
known, telecommunication helps the devel-
opment of society; there is a direct correla-
tion between the penetration of communica-
tion and the development of a society. With-
outadoubt, especially in the wireless domain
—where we have a market share of around 80
per cent in Serbia and 100 per cent in Mon-
tenegro. One can’'t be much more successful
than that.

areas of business. Now multi-media is com-
ing a lot and enterprise is an opportunity.
Indeed, we are about to hold a two-day
enterprise event — complete with lectures,
discussions, presentations and a lot of in-
formation on enterprise. isis because we
are not too strong in enterprise in Serbia,
but our intention is to stamp our footprint
on this section too.

I How mucha ention does the company
devote to business users?
We have to think about business users be-
cause our operators have a lot of business
users. As such, we also reach business users
through the operators by selling a lot of serv-
ices to the operators that are subsequently
used by their business clients. On top of that,
we are looking into services.

e networks of the world are not growing
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TAKING YOU FORWARD

that much today, but services are growing
a lot. Worldwide, Ericsson plays a major
role in this domain: taking care of the eld
maintenance and operational dimension
of networks. And this is an area where we
have much to do in Serbia.

I e company’s greatest development
in Serbia has certainly been in the mo-
bile network segment?

Yes and, indeed, we have been driving all of
those technologies here in Serbia. We are
not the sole supplier, but we are by far the
biggest supplier in this area.

Last year we signed a very strategic deal
with Telekom Srbija for Class
5 So switch. We are the only
company to have sighed such a
contract with Telekom Srbija,
and this also represents a step
into a new area for us.

I What are your further
plans as the company moves
forward?

As I've mentioned, we are
looking into the wire-line
business; we are looking more
at the enterprise business, and
we are looking into services.
Meanwhile, when it comes to
the wireless business our fur-
ther plans are to maintain our
dominant position.

Taking into account that tele-
communication helps society
develop and, therefore, Erics-
son proudly contributes to progress nation-
ally, it could be said that we have a wider
scope. Moreover, we are dealing with our
corporate social responsibilities and are a
major employer. Last year, for instance, we
increased our sta here in Serbia by more
than 30 per cent — which is a re ection or
our success here.

Finally, we are going for other areas: for ex-
ample, railway, e-government, 1-1-2 (emer-
gency services system), etc.

e close proximity of the EU, as well as
Serbias own EU integration ambitions,
means that this country has also to connect
to the European Union’s telecommunica-
tions and communication system, adopt-
ing the same modality. As such, there are a
lot of opportunities in the enterprise area
and this is something that we are looking
forward to. n
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I COMMENT

FIC Legal Committee

By Boris Baklaja, Head of the FIC Legal
Commi ee

he Legal Commi ee has conducted its

activities in three ways. On one side, it
provides a service to the FIC's members by
informing them about all new dra legisla-
tion and preparing texts of the amendments
and changes to the existing laws. Together
with this, the commi ee receives the com-
ments of the individual members of the Le-
gal Commi ee.
Prior to informing all FIC member compa-
nies, the members of the Legal Commi ee
fully discuss all the relevant issues at regular
meetings.
On the other side, the Legal Commi ee has
organised a number of roundtables, where
representatives of the government and pub-
lic authorities have had the opportunity to
receive direct input from the members of
the FIC, regarding their past experiences
both in the region and in Serbia.
Also, members of the Legal Commi ee
have actively participated in the dra ing of
numerous texts on di erent areas of the leg-
islative system in Serbia that directly and in-
directly a ect the foreign investment com-
munity.  atwasan important contribution
tothe nal text of the White Book, meaning
that the members of the Legal Commi ee
provided their relevant comments and pro-
posals using their vast experience of the pro-
fessional market in Serbia.

e investment climate in Serbia has a posi-
tive trend and is continuously developing
and improving; growing numbers and a wide
variety of foreign investors entering the Ser-
bian market provides the proof of that.

By proposing a number of relevant laws, the
Government of the Republic of Serbia and
its Ministries have shown their interest in at-
tracting foreign investments to Serbia. Cer-
tain Ministries have provided the FIC with
the dra texts of laws and have kindly par-

POSITIVE
TREND

By proposing a number
of relevant laws, the
Government of the
Republic of Serbia

and its Ministries have
shown their interest

In attracting foreign
investments to Serbia.

IMPROVING LEGAL CLIMATE

In the past years a number of important
laws have been adopted which directly
or indirectly improve the investment
climate in Serbia.  ese include the new
Law on Securities, the Law on Invest-
ment funds, Law on takeovers, the set of
laws regulating intellectual property and
its enforcement, etc.

ticipated in roundtables organised as part
of the public debate on the relevant texts of
laws and their application in practice.

In the past years, a number of important
laws have been adopted. ese laws have
served to directly or indirectly improve the
investment climate in Serbia.  ese include

the new Law on Securities, the Law on In-
vestment funds, the Law on Takeovers, the
set of laws regulating intellectual property
and its enforcement, etc.

In the future, it will be a more productive
process if other relevant Ministries would
also discuss with the FIC the proposed texts
of the laws and express their willingness to
take into consideration the views of the gen-
eral public and interested investors.

As the investment climate in Serbia has a
positive trend, and as the Serbian economy
is continuing to develop, and considering
that a number of important laws have been
adopted or are in the process of adoption, a
piece of advice for a would-be foreign inves-
tor is to invest in Serbia and expect the full
support of the Foreign Investors Council. n
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IT SOLOTINNE & SERVICER

Many great companies trust
us, including:

Dijamant

oMV

Wiener Stadtische
Serbian BroadBand
JP PTT Srbija
Politika N&M

GU Okovi

RAUCH

Carlsberg

Lukaoil

Direct Trade
dm-Drogerie Markt
Mihajlo Pupin Institute
BASF

West Pharmaceutical
Services

ATB Sever

Ne

love

Unique SAP
Solutions

Qualifed and specialised

S&T Serbia

Every organization is a collection of different business processes. Each of these
processes is a link in the chain that adds value to your organization and its
customers, employees and owners.

To utilize all of implemented business solution’s advantages you need a reliable
partner who knows the tools and can use this knowledge to implement your
system effciently. Only a well executed implementation and an optimal use of an
IT business solution can guarantee effcient business process support and the
increased added value.

Our SAP Project Team is recognized for:

Deep understanding of business processes and extensive knowledge of SAP
tools

Team consisting of more than 70 local and regional consultants, and over 1000
in 22 countries within S&T Group

Local and international expertise

SAP Partner since 1996. (in Serbia since 2002)

SAP Top Partner in 2005 in Adriatic region

Gold SAP Channel Partner

Global, regional and local competence centers

Effcient implementation methods, based on SAP recommendations
Maintenance, support and consulting through the entire lifecycle of the
implemented SAP solution

Experience acquired through huge number of successfully realized projects

All of the above enables us to effciently support your business processes with
SAP solutions. Number and qualifcations of our consultants, guarantee the
security of your investment and appropriate support.

With over 1000 SAP consultants in 22 countries, S&T is one of the leading
SAP services providers. Comprehensive industry expertise included.
Intelligent and connected.

S&T Serbia d.o.o.

Narodnih heroja 43/23
11 070 Beograd

Tel. +381 11 311 62 21
Fax +381 11 311 76 65
info@snt.co.yu
www.snt.co.yu



I COMMENT

FIC Insurance Committee

SPECIFIC PROPOSALS

Conditions have been met for the opening of a couple of green  eld insurance companies

The Foreign Investors
Council’s Insurance
Committee consists of
internationally renowned
insurance companies and
insurance agents who are
dedicated to the common
goal of improving the
insurance market in Serbia.

By Dragan Odzaklijevi¢, Chairman of the
FIC Insurance Commi ee

Commi ee activities to date have mostly
related to grasping the current state of
the insurance market in Serbia, and de n-
ing recommendations for its improvement.
A couple more speci ¢ proposals were con-
tained in the FIC White Book 2007.
Based on the Council’s initiative, the Na-
tional Bank of Serbia (NBS) compiled a list
of mandatory insurances in Serbia during
2007, which was also published on the 0 -
cial website of the National Bank of Serbia.
is has enabled both foreign and domestic
companies to check in one place if some kind
of mandatory insurance has been prescribed
for their activity.

e insurance market in Serbia has been
marked by year-on-year growth. However,
the growth of some types of insurance (e.g.,
life insurance) is tied to liabilities which have

been imposed by various contracts to citi-
zens and companies by the other contract-
ing party (e.g., banks), so that one gets the
impression that insurance is purchased only
when mandatory.

e FIC considers that national awareness of
the need for insurance will improve with the

constant educating of the public. s will
also lead to additional market growth.
eNBSexertsgreate ortstocarryoutthis
kind of education
whilst also simulta-
neously protecting
the rights of insur-
ance bene ciaries
through its Centre
for the Protection
of Financial Service
Users, including in-
surance services.

e growth of the
insurance  market
should be stimulat-
ed and enabled by
various other measures initiated by the state,
which is one of the FIC's recommendations.

e Serbian insurance market is dominated
by two majority state-owned insurance hous-
es: Dunav Osiguranje and DDOR Novi Sad.
However, from the standpoint of the share
of total stipulated insurance premiums, it is
evident that insurers with majority foreign
ownership have marked signi cant growth in
Serbia.  is has been acknowledged also by
the regular in-depth report of the NBS, cov-

“The FIC considers that
national awareness of the
need for insurance will
improve with the constant
educating of the public. This
will also lead to additional
market growth.”

INSURANCE ACT

e procedure foramendments to the In-
surance Act is under way.  ese amend-
ments will lead to the more precise regu-
lating of the following:

« Deadlines for separation of life and
non-life insurance, as well as for insur-
ance and re-insurance jobs;

« Deadlines during which branches of
foreign insurance companies would be
allowed to operate in Serbia;

« Deadlines during which direct reinsur-
ance with foreign reinsurance compa-
nies will be permi ed (this is an FIC
recommendation)

« Procedures related to the privatisa-
tion of majority state-owned insurance
companies.

ering the rst half of 2007.

ough no information relating to the priva-
tisation of the country biggestinsurer, Dunav,
has been released by the government, the an-
nounced privatisation of DDOR Novi Sad -
due to take place by the end of this year or
early next year —will signi cantly change this
relationship. However, it is expected that this
privatisation will also
add to the further quali-
tative development of
the market as a whole,
primarily through an
expanded and more
qualitative o er of in-
surance products.

rough market regu-
lation and the NBS's
strengthened  control
of insurer operations,
conditions have been
met for a couple more
insurance green eld investments by impor-
tant international insurers and, accordingly,
a couple of new investments are pending.

is is encouraging.

e immediate future activities of the FIC
lie in the organisation of meetings where
speci ¢ topics relating to the insurance in-
dustry will be discussed. is will mark in-
tensi ed communication and co-operation
with all relevant participants on the insur-
ance market in Serbia. n
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OUR CORPORATE VALUES

INTEGRITY :

Direct and open communication
Credibility

Dignity

Ethical business practices

KNOW-HOW :

Pro ciency in every function
Enlargement of our fund of knowledge
Initiative in learning

VALUE TO THE CUSTOMER :

One step ahead of the customer’s needs
Innovative solutions for competitive advantage
Best service to the internal customer

COMMIT TO AND DELIVER RESULTS :
Set clear objectives (SMART)

Learn from mistakes and successes
Set high standards

Deliver shareholder value

CONTINUOUS IMPROVEMENT :
Seek new ways of doing business
Avoid complacency

Calculated risk-taking

Learning Organization

CORPORATE SOCIAL RESPONSIBILITY :
Active member of society

Sustainable development

Respect for people
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I COMMENT

By Nenad Vucini¢, President of the FIC
ADCPI Commi ee

Although the Association of Detergents and
Cosmetics Producers and Importers was
only established in 2005, we've already had
the opportunity to co-operate in speci ¢
projects with government representatives.
Official support
As an example of our co-operation with the
government, at a press conference dedicated
to the new generation of Eurocompact de-
tergents, representatives from the ministries
of science and environmental protection
o ered their support for this project. Eu-
rocompact detergents represent the latest
technology and are already present on the
markets of Western Europe and the markets
of the more progressive Eastern European
countries. Less than a year ago, the domestic
media published the news that 22 substanc-
es had been prohibited from use in hair dyes.
is refers to a list of prohibited substances
that the manufacturers themselves delivered
to Strashourg with a note that they do not,
or have never, used those substances in the
production of hair dyes. is was followed
by a decision prohibiting those substances
in the EU. e Serbian Ministry of Health,
to whom we turned for support, then pro-
vided a statement con rming that those
substances are not used in our products.

A ractinginvestment
If we want to make Serbia
more a ractive for investors,
itisnecessary to have acertain
degree of security, both legal
and economic. When a com-
pany comes to Serbia wanting
toinvest or purchase adomes-
tic company, negotiations are
held with the relevant parties
and the procedure is eventu-
ally completed.  en the lo-
cal company is purchased and the foreign
investor thinks they’ve completed the ac-
quisition. However, because not everything
can tinto acontract, the investor gradually
comes to understand that there are many
minor elements which local powers are in
charge of, such as construction permits.
e foreigner then has to deal with local
authorities who are o en problematic.  at
is something that a foreigner cannot grasp,
because, the way he sees it, he has reached
an agreement at the national government
level and, therefore, there should not be a
problem. In this speci c case, the question
of municipal taxes is tricky, because the local
governments control their levels.
A general objection presented in the FIC’s
latest White Book is that the laws are passed
very slowly and upon adoption they are
even more slowly implemented.  at prob-

FIC ADCPI Committee (Association of Detergents and Cosmetics Producers and Importers)

SEEKING SECURITY

“If we want to make Serbia more attractive for investors, it is necessary to have a
certain degree of security, both legal and economic”

lem has existed for years, but
we believe this issue will now
be accelerated. e FIC has
duly highlighted the problem
and the government’s repre-
sentatives have shown a readi-
ness to address it by ensuring
the application of laws that
would speci cally implement
changes envisaged by the new
Constitution. e govern-
ment has also assured us that
applicable bylaws will be introduced and
we will be su ciently informed as to the
actual application of that legislation.
Standardised industry

Speaking about chemical products, all deter-
gents, personal hygiene and cosmetics pro-
ducers have, on the whole, standard formulas
for their products which have been checked
in all EU countries.  ese are manufactured
in a certain way, according to EU regula-
tions, and the intention has been to har-
monise Serbian law with EU regulations. In
the meantime, EU countries have accepted
something called REACH, which relates to
new provisions. e procedure for applying
for and registering all chemical substances
used in the production of those products is
very complex, but the industry will be har-
monised with EU regulations. However, it
is not simple to harmonise with the regula-
tions of a certain group or region, such as
the EU, because a small number of countries
that are not EU members must change their
own formulas, packaging or labels from the
front or back of the product, for instance.
As arule, what applies in the EU are usually
more strict requirements. And, of course, all
manufacturers of those products would like
those regulations to be valid here too. If that
isn't the case, than our products are recalled
from sales and new legislation is wri en in
such a way as to leave a very broad oppor-
tunity for interpretation to the inspectors in
charge. We cannot be certain how someone
will interpret something and, therefore, it is
important that our local regulations are har-
monised with the European ones in order to
alleviate the potential problems that all of us
could face. n
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I COMMENT

FIC Human Resources Committee

Between theory
and practice

By Milo$ Miri¢, President of the FIC Hu-
man Resources Commi ee

I n 2002, when the rst multinational com-
panies arrived in Serbia, the Foreign Inves-
tors Council (FIC) commenced its work.
In addition to nancial and material invest-
ments, foreign companies also brought es-
sential changes to capital management meth-
ods. Since then, a completely new business
discipline started to grow in Serbia — human
resource management. Today, thanks mostly
to the crucial in uence exerted by multina-
tional companies, we can proudly say that
the perception of HR management — and
thus the way in which this most crucial of
commercial capital is managed — has de -
nitely changed.
Despite our companies dealing with com-
pletely di erent businesses, human resource
experts face mainly similar problems.

ese shared problems, coupled with the
need for co-operation and the exchange
of experiences, brought HR specialists
closer together and gathered them within
the FIC's human resources commi ee,
which is also celebrating ve years of
work this year.
Commi ee meetings provide an oppor-
tunity for the exchange of experiences
and the joint search for solutions to
tangible problems which FIC-member
companies encounter during their daily
operations.

e FIC and itscommi eesareo enthe

rst point of call for companies consid-

ering investing in Serbia. Such potential
investors frequently a end our meetings,
during which we present our experiences
to their representatives.
Over the recent period, the HR Com-
mi ee has dealt with numerous subjects
of particular importance. It is su cient
simply to emphasise that each company’s
restructuring starts with the resolving of
surplus sta issues, which is one of the
greatest challenges for the transition of
the Serbian economy, and one which af-

fects our society in general. e role of the
human resources manager in those processes
is certainly signi cant, and facing those nega-
tive consequences represents both a profes-
sional and human challenge.
Regardless of the fact that recent decades
have seen an emphasis placed on human cap-
ital in Serbia, as the country’s strongest asset,
the reality has shown thatitisvery di cultto
nd quality, adaptable sta , particularly for
managerial positions. e question of their
selection, motivation, further professional
development, and the objective management
of their careers, is increasingly becoming the
daily task of HR managers.
Since HR management includes dealing
with those elds that are most sensitive for
all people, the question of ethical codes and
professional conduct also take an important

place in our work. As a result of the need to

CLOSE CO-OPERATION

e members of the FIC HR Commi ee are, by
nature, mostly directed towards co-operation
with the ministries of labour and social policy,
education, youth and sport. We also take great
pleasure in saying that that we have established
close co-operation with other expert associa-
tions which deal with human resources, such as
the rst Serbian Association of HR Professionals.
Next year we are planning to intensify co-oper-
ation with other relevant institutions in Serbia,
primarily with faculties.

nd daily solutions to existential, life ques-
tions, the global norm is for the HR mana-
gerial profession to be regulated through the
issuing of licences with clearly determined
criteria, which rstly consider the absolute
domination of professional criteria above
any other subjective circumstances, and the
Human Resources Commi ee supports that
in its work.
Of course, complex problems that are of
essential social importance cannot and
shouldn't be resolved only by successful
companies. Rather, this should be addressed
by the whole society.

e main problems which foreign companies
encounter in their operating in Serbia have
been systemised in the annual FIC White
Book for veyears. e White Book cites all
foreign investors’ recommendations aimed at
improving the business climate in Serbia. Itis
indisputable that the business climate in
Serbia has improved in the recent period,
but is certainly necessary to resolve nu-
merous remaining problems — many of
which are mentioned in the White Book.
Considering those facts, the FIC is inter-
ested in co-operating with the govern-
ment and labour unions more intensively
in the forthcoming period, and is keen
to put its resources, primarily the vast
knowledge and experience which foreign
companies have, in the service of the im-
provement of the whole situation in Ser-
bian society.

We think that e cient social dialogue
cannot be considered without the par-
ticipation of foreign companies, and we
expect that a new process which will con-
sider the interests of all participants will
start, and will lead to us resolving a great
number of problems through mutual
communication and co-operation.
erefore, the HR Commi ee is enter-
ing the sixth year of its existence with
great optimism, and we are convinced
that we can contribute to the improve-
ment of the Serbian economy and soci-
ety in general. n
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regulator and the market.

By Zeljko Popivoda

peaking about the future of the Foreign

Investors Council, Isaac Sheps, Mem-
ber of the FIC Board of Directors and CEO
of Carlsberg Srbija, says “my belief is that the
FIC should deepen its co-operation with the
existing national associations, thus ensuring
that our e orts are put to best use and poten-
tial overlaps are avoided. Also, I think more
emphasis should be given to the FIC Commit-
tees, which have been very active in the past.”

1 What would you say characterises the
evolving role of the Foreign Investors
Council?

e primary role of the FIC is to contrib-
ute to the improvement of the investment
climate in Serbia by engaging in a dialogue
with the stakeholders and voicing the posi-
tion of investors. s is a constant, which
has constantly been changing shape as Ser-
biahas been progressing through transition.
When the FIC was established, Serbia was
in the rst phase of reforms, facing chal-
lenges such as the introduction of macro-

NUMBER ONE TOPIC

Aslongasthe economy is not the number
one topic on the government’s agenda,
there will be a gap between the possi-
bilities and the accomplishments. We
in the FIC are encouraging the Serbian
Governmenttoshi itsa ention back to
the economy, because only a strong and
developed Serbia can secure the bene t
to its people.

Isaac Sheps, Member of the FIC Board of Directors, CEO Carlsherg Srbija

Promoting
dlalogue

It is my belief that the White Book is seen both by the
FIC and the Government as a tool to facilitate dialogue;
a regular channel of communication between the

economic stability and the enforcement of
the basic legislative framework. Naturally,
these topics also represented the focus of
the FIC at that time. As pillars of market
economy are being established, the FIC
uses its position to point out the speci ¢
obstacles to doing business in Serbia. At
present, the FIC is more active through the
work of its commi ees, which concentrate
on particular topics, such as insurance, cor-
porate social responsibility, real estate &
construction, etc.  rough their work, the
FIC targets the most prominent issues of
relevance to foreign investors in Serbia.

1 In which direction would you like to
see the FIC headed now?

On one hand, 1 would like to see the FIC
more actively promoting the system of val-
ues introduced by us, foreign investors in
Serbia. Speci cally, this means the endorse-
ment of social responsibility to the corpo-
rate strategy and the nurturing of human
resources. Carlsberg Srbija, for one, has
initiated the ongoing activity of cleaning
the park surrounding Dunderski summer
house, which is located near our Celarevo
plant. Other FIC members are also en-
gaged in numerous CSR (corporate social
responsibility) activities. e FIC could
be used as a pool for promoting corporate
responsibility and creating a complete net-
work of stakeholders. In addition to this, |
believe that the FIC should continue to play
the role of constructive interlocutor with
the government, by presenting its views on
how current and planned legislation could
be improved in order to be er correspond
to the needs of the investors.

I How would you rate the e ectiveness
of the FIC and how do you think its ef-
fectiveness could be best improved?
I do believe that up until now the FIC has
been quitee ective. Of course, I'll leave the
nal word on this to our members. But the
fact that the FIC has welcomed more than
20 per cent of its members in the past two
years alone is, | believe, self explanatory.
Going forward, my belief is that the FIC
should deepen its co-operation with the
existing national associations, thus ensur-
ing that our e orts are put to best use and
potential overlaps are avoided. Also, | think
more emphasis should be given to the FIC
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Commi ees, which have been very active
in the past.

1 Do you think the annual FIC White
Book is given due a ention and consid-
eration by the relevant ministries and
institutions?

I do. If one goes through the yearly editions
of the White Book and sets them against
the contemporary legislative framework,
one would have to acknowledge the input
provided by the FIC on the Serbian reform
path. Of course, not all of the proposals
from the White Book have been accepted,
but they have all been considered by the
authorities.

It is my belief that the White Book is seen
both by the FIC and the Government as a
tool to facilitate dialogue; a regular channel
of communication between the regulator
and the market. To that end, the FIC has
always been well received by the authori-
ties, who are ready to discuss our proposals
and duly respond to the issues burdening
foreign investors.

I How important is it that the FIC be a
competent, reliable partner to the gov-
ernment, in your opinion, and how can
that be best achieved?

An open dialogue between the Govern-
ment and the foreign investors is necessary
in order to create the optimal conditions
allowing for the swi economic develop-
ment of Serbia. For this dialogue to bear
fruit, both parties need to recognise the
potential of their joint collaboration. e
simple fact that an association like the FIC
has been active in Serbiafor ve yearsisthe
best proof of the willingness of the inves-
tors to be a reliable partner.

Instead of approaching the authorities indi-
vidually, investors chose an organised man-
ner of pu ing forward their recommenda-
tions. All this suggests a strong commit-
ment from the side of foreign investors.

I Presuming Carlsberg isamember of a

similar such organizations elsewhere in
the world, what common practices and
norms has the company identi ed that
would bene tthe FIC in Serbia?

“It is my belief that the Government should approach | carisbergis one of the biggest breweries in

the world, present in more then 50 coun-

thIS pr0b|em in a more Centralised manner, by tries. As a corporgte group, Carlsberg set
ensuring that representatives from all institutions pay e o e
due attention to barriersa ecting the improvement of | experiences. As such, Carlsberg engages

. . . ” in di erent networ_ks and associations.
the investment climate in the country. Carlsberg, along with a few other FIC

members, is a member of the European
Roundtable of Industrialists, an informal
association gathering around 45 chief exec-
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EFFICIENCY

How would you rate the e ectiveness
ofthe FICand how do you thinkits ef-
fectiveness could be best improved?

I do believe that up until now the FIC
has been quite e ective. Of course,
I'll leave the nal word on this to our
members. But the fact that the FIC has
welcomed more than 20 per cent of its
members in the past two years alone is,
I believe, self explanatory.

Going forward, my belief is that the FIC
should deepen its co-operation with
the existing national associations, thus
ensuring that our e orts are put to best
use and potential overlaps are avoided.
Also, | think more emphasis should be
given to the FIC Commi ees, which
have been very active in the past.

utives and chairmen of major multinational
companies of European parentage. e
mission of the ERT is to advocate policies
which help create the conditions neces-
sary to improve growth and jobs. Carlsberg
stands rmly behind this mission, both asa
member of ERT and the FIC. Mutual col-
laboration between these associations has
already been initiated with the aim of facili-
tating the further expansion of the Foreign
Investors Council.

1 What do you feel are the biggest ob-
stacles hindering existing and future in-
vestments, and what suggestions would
you give to remedy them?

| would say that most of the obstacles that
investors face in Serbia nowadays are re-
lated to a lack of implementation capacity
from the side of the authorities. In order to
compensate for the late start of transition,
Serbia has initiated a vast mechanism for
adoption of new legislation. However, the
government has not devoted enough at-
tention to the full implementation of these
regulations.

I am not talking solely about the legislation
that has strategic relevance, but also about
small simple things which could hinder
company operations just as much. For in-
stance, the transportation law which refers
to company-owned cars as if those compa-
nies are state-owned, as opposed to being
the private assets of the companies.

When it comes to the remedy, the FIC
spells out its recommendations on the ma-
jor obstacles on a yearly basis in the White
Book edition. In addition, the FIC main-
tains an open dialogue with all relevant
ministries and institutions, with a central
focus on the removal of the existing barri-
ers to investments.

It is my belief that the Government should
approach this problem in a more central-
ised manner, by ensuring that representa-
tives from all institutions pay due a ention
to barriers a ecting the improvement of
the investment climate in the country.

I Despite the required changes to the
Constitution and a positive taxation re-
gime, Serbia is still sadly lacking in the
green eld investments it needs. Why do
you think this is and what should be done
to improve the situation?

Even though the authorities, especially
SIEPA [the Serbian Investment & Export
Promotion Agency], have invested a lot of
e ortin the promotion of Serbia on the glo-
bal investment map, there is still room for
improvement. With a number of outstanding
issues not yet resolved, the government still
maintains its focus on the political issues.

As long as the economy is not the number
one topic on the government’s agenda, there
will be agap between the possibilities and the
accomplishments. We in the FIC are encour-
aging the Serbian Government to shi its at-
tention back to the economy, because only a
strong and developed Serbia can secure the
bene ttoits people. n
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By Ana Stojanovi¢ / Photo: Caslav

I isyear’s FIC White Book presented
a number of problems relating to the La-
bour Law. Are those problems actually
relevant or not?

e laws governing the eld of labour rela-

tions are reformist in orientation; their goal
is to further the transformation to a market
economy system and the establishment of
the labour market.
Serbia is today in the process of transition
and the establishment of market forces, and
in this eld we face not only the inheritance
from the period of the ‘agreed economy’, but
also the opposing interests of employees, la-
bour unions and employers. e actual state
of these relations is con rmation of the di -
culty of the task of both preparing the labour
law and achieving the harmony required in
certain legal solutions.

e appraisals of the 2005 Labour Law were
di erent. e World Bank assessed it as be-
ing reformist, but before its adoption the
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Ljiljana Milosavljevi¢, Advisor to the Serbian Minister of Labour and Social Policy

National Employment Strateqy

The strategy encompasses three main goals: full employment, quality and productivity
of work, social cohesion and inclusion into the labour market.

bill was given to the International Labour
Organisation (ILO) for their consideration,
and subsequently the majority of objections
and suggestions from them were incorpo-
rated into the nal version. Moreover, posi-
tive marks were given to the part of the law
relating to harmonisation with European
Union Directives, which rstly refer to provi-
sions on the ban on discrimination, surplus
manpower, labour protection in bankruptcy
cases, employees’ rights in cases of status or
ownership changes, etc.

A er only a few months of the implemen-
tation of this Law, the FIC pointed out the

z
r

problems in the implementation of some of
its provisions. Some objections were obvious
and justi ed. However, some objections do
not stand up.

In spite of the fact that the dra of the la-
bour law was harmonised with representa-
tive labour unions and employers, a large
number of amendments were submi ed
in the Serbian Parliament with the inten-
tion of incorporating that into a system of
labour legislation provisions that had been
ine ectpriorto2001. e rationale behind
that was that those provisions refer to the
acquired rights (food expenses, holiday

EMPLOYER OBLIGATIONS

e Ministry of Labour and Social Policy also thinks that the legal obligation of employ-
ers to provide a meal allowance during work, holiday bonus and wage increase based on
the length of service should be reconsidered, particularly since those earnings has the
character of earnings and the employer is thus obliged to pay the obligatory social secu-
rity contributions and income tax on them. In most European countries the employer’s
obligation regarding the aforementioned earnings is not determined, but is predicted as
a possibility together with appropriate tax exemptions. Future legal solutions in Serbia

should be sought in that direction.
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compensation and work experience, years
of service bonuses, etc.) which were sup-
posed to be retained. e adoption of those
amendments crucially changed some of the
initially proposed solutions.

I is year's FIC White Book also pre-
sented a number of recommendations re-
lating to the Labour Law. To what extent
can and are those recommendations be-
ing implemented?

I will answer with regard to the White Book’s
statements that “ e new Labour Law un-
necessarily imposes an obligation on the
employer to respect a notice period of ve
workdays in cancelling an employment con-
tract during a trial period”, that “ e em-
ployment contract termination procedure
is more complicated in the new Labour Law
than in the previous one. e employer is
obliged to warn the employee, in writing, the
reasons for cancelling the employment con-
tract and to provide a period of at least ve
workdays ( om the date that the warning
was presented) within which the employee
may respond to the wri enwarning”, as well
the White Book’s statement that “An employ-
ee whose employment contract is cancelled
due to unsatisfactory work performance
and/or lack of required knowledge/abilities
shall have the right to remain employed for
aminimum period of 30 days up to a maxi-
mum of three months”.

Firstly, I would like to remind you that the
probation period can last for a maximum of
six months, and when that period expires,
which is determined in the labour contract,
the worker’s employment terminates if he/
she does not show appropriate working
abilities and skills.  erefore, the notice pe-
riod is predicted only if the employer and
employee want to break the contract before
the determined time. Pursuant to article 11
of ILO Convention 118, on termination of
employment on the employer’s initiative, the
employee has the right to a notice period or
compensation unless he/she has commi ed
a breach of the working disciplinary code.
Because of that, the notice period of ve days
was established for cases which refer to a
breach of discipline.

If the contract is broken because the em-
ployee does not achieve the required results
or does not have appropriate knowledge and
abilities, he has the right to an appropriate
notice period - considering that the termi-
nation of the contract occurred without his
guilt and, thus, he must be a orded an ade-
quate period of time inwhich to nd another
job which suits his knowledge and skills.
Regarding the White Book’s claim that “Pur-
suant to the new law, the calculation of sal-
ary is more complex than the previous calcu-

FOREIGN WORKERS

As regards the White Book statement that “temporary employment for foreigners, lim-
ited to one year, has proven to be especially problematic since in practice this period has
proven to be insu cient”, | would remind that the possibility of a longer stay for certain
categories of employees, such as owners of registered companies, members of administra-
tive bodies, supervision and company executive bodies, as well as members of their close
families, should be considered. However, the stay of foreigners on the territory of Serbia is
regulated by rules which are under the jurisdiction of the Ministry of the Interior. Namely,
the employment of foreigners is not limited by the Law on the Conditions for the Em-
ployment of Foreign Citizens, but is connected with the length of their stay in Serbia.

lation” and “ e Labour Law unnecessarily
de nes two salary levels, as bonus and as
performance at work”, the fact is that the La-
bour Law predicts that income, among other
things, also consists of earnings on the basis
of contributions to the employer’s business
success —hbonuses, awards and similar. ~ ere-
fore, the law only predicts that this type of
income makes up the total income to ensure
that all obligations, such as income tax and
social security, are paid on these earnings.

e employer can pay out bonuses, awards
and similar on the basis of exceptional work-
ing results.

e part of income that is awarded on the
basis of e ciency is, therefore, connected
with short time periods, for instance at
monthly, quarterly or bi-annual level, while,
asarule, the contribution to the employer’s
business success (bonus) presents the an-
nual award and in most countries there is a
possibility that employees will be rewarded
in such a way.

With regard to the comment that the special
listing of income payment categories and

special payroll lists “additionally complicate
the procedure”, | would say that the current
solution is fully in accordance with ILO sug-
gestions and, that these employer obligations
were introduced as a means of protecting
employee earnings — the rationale being that
this is in accordance with the Convention
of Income Protection and the Convention
on the Protection of Labour Claims. Such a
provision is very important, because in prac-
tice there have been problems when employ-
ees have cited unpaid earnings during legal
proceedings and the courts have been un-
able to receive reliable information from the
employers about the level of unpaid wages.
As a result of that, they had to engage court
experts which further extended the court
proceedings. e legal solution, according
to which the employer is obliged to provide
the employee with the wage calculation even
when the same was not paid, will signi cant-
ly facilitate and speed up court proceedings
because, at the decision making moment, the
courts will have the advanced determined
amounts from the payrolls.
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services to employers and employees.

e solutions which relate to the use of an-
nual leave are in accordance with the provi-
sions of the Revised European Social Charter
and ILO Convention on Paid Annual Leave.

e European Social Charter determines
that employees must be allo ed at least four
weeks annual paid leave and, pursuant to the
ILO, the minimal annual holiday must be
three weeks.

When the holiday is taken in parts, one part
is taken for a continuous period of two work-
ing weeks and the rest has to be taken within

THE FIC’S ACCEPTABLE RECOMMENDATIONS

Flexible forms of work belong to those measures which create room for greater employ-
ment, thus the FIC’s recommendation to provide the legal conditions for the establish-
ment of temporary employment agencies and to extend the time limit for temporary
contract employment from one to three years is acceptable to the Ministry. Apart from
the predicted possibilities for exible forms of work, such as part-time, temporary and
periodical work, contracted work, etc., the amendments to the Labour Law will propose
other forms, such as the possibility of employment for a determined time up to three
years and the establishment of agencies for temporary employment which would o er

the next 18 months. In this way the goal is
achieved by which employees are ensured
the right to annual leave.  at is the con r-
mation of the minimum period during which
employees can rest.

Shorter time periods for taking holidays in
more than two parts do not ful |the aimand
purpose of annual leave. Along with this, the
rule is that the employees and the employer
agree regarding the time for annual holiday
and determine the time when the employee
takes his/her holidays.

e employee hasto plan and co-ordinate the
time to take a family holiday and to promptly
book the period that he/she wants to take
0 . Assuch, the employer is obliged to issue
the employee with the decision about the re-
quired holiday period at least 15 days before
the beginning of the holiday. By reducing the
time limit for decision making to ve days
the employee would probably not be able to
plan and book a holiday with his family. On
the other side, if it is necessary for the em-
ployee to remain at work, the employer can
change the time determined for the holiday
but is obliged to inform the employee ve
days before the day determined for the be-
ginning of the holiday.

I How does the Government plan to re-
solve the unemployment problem in the
forthcoming period?

e Government has adopted the National
Employment Strategy for the period 2005
— 2010, which contains basic directions for
improving employment and the Action Plan
for the Implementation of the Strategy for
the period 2005-2008. e strategy encom-
passes three main goals: full employment,
quality and productivity of work, social co-
hesion and inclusion in the labour market.

e employment policy in the forthcom-
ing period, in accordance with the afore-
mentioned document, should be directed
towards the reduction of unemployment
by the end of 2010 and the increase of the
employment rate at an annual level, as well
as the increase of active employment meas-
ures which, among others, also include a self-
employment programme, micro-loans, addi-
tional training, retraining, advanced training,
programmes for the employment of young
people and women (the highest unemploy-
ment rate) and public work.

Good co-ordination of all relevant fac-
tors is needed to ensure the implementa-
tion of those measures, as well as the even
bigger stimulus of foreign and domestic,
particularly green eld, investments — be-
cause this most directly contributes to the
increase of employment through the crea-
tion of new jobs.

Awide range of initiatives is necessary for the
faster development of small and medium-
sized enterprises which should absorb the
surplus manpower from privatised compa-
nies in the forthcoming period. e Govern-
ment’s task is to provide nancial resources
for the implementation of the Employment
Strategy, and the administration will insist on
changes in the education system, the transfer
of the grey economy into a formal one, the
improvement of services in the labour mar-
ket and other measures aimed at reducing
the unemployment rate in Serbia. n
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Zoran Vojnovic¢, Member of the FIC Board of Directors,
Deputy President of UniCredit Bank's Management Board

Attractive
sector

Greenfield investments could really help to resolve the
biggest problem facing Serbia — that of unemployment.
Unemployment is something that can only be resolved

through those investments.

By Tatjana Ostoji¢; Photo: Stanislav
Milojkovié

1 Everybody agrees that the banking sec-
tor is now the most well organised sector
in Serbia. What was the sector like when
the FIC was established?

e FIC was established in 2002 when the
reconstruction of the banking sector was in
its initial phase. At that moment there were
six foreign banks which had been granted a
green eld licence, and HVB Bank — which
is now UniCredit Bank — was among them.

e director of HVB Bank at that time was
one of the initiators of the establishment of
the FIC and the rst president of the FIC’s
management board. He made a signi cant
contribution to the establishment of the FIC
and its role.

At that time, the FIC played a very active
role.  at was the time of changes to many
laws connected with the banking sector, so
the FIC banking commi ee was very active.
ose employed in banks also participated
with comments on certain laws, and we were
trying to pass on some of the experiences of
foreign banks in order for them to be incor-
porated into law. Of course, whenever there
is a dialogue with the National Bank of Ser-
bia (NBS) and the Government, some things
are adopted and some things are not.
In principle, | think the FIC contributed
greatly, because that was really the time
when the modern banking system was cre-
ated in Serbia with the help of the IMF and
the World Bank. I think that was the key pe-
riod, primarily because the NBS established
its position as the supervisor of the banking
system which is, | think — together with the
penetration of the foreign banks, nationalisa-
tion and the subsequent privatisation of ma-
jor state-owned banks — one of the pillars of
the reconstruction of the banking system.

I What is the FIC’s role today?

e FIC actively participated in the passing
of the Law on Banks, which was adopted in
2005 and came into e ectin2006. eFIC
was heavily engaged, together with other
institutions such as the Serbian Bankers As-
sociation, in providing proposals as to what
should be improved in the Law on Banks,
which is one of the most important docu-
ments for the banking system.

1 What do you think about the announce-
ment of bank mergers in Serbia?

Some banks remain; some are state-owned
and some private. e most important in this
group is Komercijalana Banka, which is par-
tially owned by the state and partially by the
EBRD. As far as | know, for the time being
this bank will not be put up for sale to a stra-
tegic partner, but rather an IPO. e other
banks are mostly regional ones, AIK Bank,
Credy Bank, Univerzal and some other
banks which are important and were either
not privatised or are private but not owned
by foreigners. Agrobanka is one of them.
Where or not 38 banks is too much for Ser-
bia depends on whether all of those banks
are determined to do the same job, i.e. if
they are universal banks. If they are, that is
too many, but if some banks are specialised
in certain areas then that number might not
be too great.

In principle, the number of banks should be
reduced. e smallest banks will probably
not be able to survive if they do not merge
or are acquired by bigger banks. As regards
those bigger banks, apart from Komer-
cijalna, there cannot be any merging in the
country. Any eventual merging can take
place abroad, between the owners of those
banks, such as was the case with UniCredit
and HVB Bank. | see that as the only possi-
bility for merging those big banks, but local

mergers will not take place because head-
quarters make decisions about that. Some
of those banks might become the subject of
purchasing, thus mergers may occur here
too. A concrete example is Banca Intesa
and Panonska Bank, where Intesa in Italy
and Sanpaolo IMI merged.

I Do you expect the arrival of any other
bigger foreign banks in Serbia?
Asfar as | can see, the big Anglo-Saxon banks
- Citibank, the Bank of America, Chase, may-
be English Barclays or HSBC - are not greatly
interested in this market.

ose large groups have so far not shown
any great interest in our market. Citibank
has its branch here; Deutsche Bank is more
engaged in investment banking and supports
investors, but | do not see that it is present in
any Central and Eastern European countries.
When we look at which banks are present in
Central and Eastern Europe, they are all al-
ready here, plus we have some banks which
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“As far as | see, the big Anglo-Saxon banks - Citibank,
the Bank of America, Chase, maybe English Barclays or
HSBC - are not greatly interested in this market. ”

are not present in other regions — such as
Greek banks.

I In your view, how much can the FIC
help to resolve the issues that remain in
the banking sector?

e FIC could help a great deal, and so far
the reactions from the National Bank and the
Government have been positive. However,
they could, of course, be be er.

e Foreign Investors Council thinks that
some things should be completely changed
and some others improved. For instance,
currently one member of a bank’s manage-

ment board must be Serbian and must know
the Serbian language, and board meetings
should be held in Belgrade on a quarterly ba-
sis.  ose are things which in uence corpo-
rate management and one of the FIC’s pro-
posals is that the NBS refrains from prescrib-
ing whether or not one board member will
be from Serbia or where management board
meetings will take place; that should be le
up to the banks to decide — particularly since
80% of banks are now owned by foreigners.

atis not an extremely important thing, but
it means a great deal to us, as bankers, for op-
erational purposes.

1 What do you think about the measures
taken by the NBS?

If we look at them from the macroeco-
nomic point of view, those measures make
total sense because the balance between
the monetary and scal policy has not yet
been established and, as such, some things
are corrected through the monetary policy;
in practice, the NBS in uences reductions
in the demand for loans through its high
mandatory reserves. e Demand for loans
has an in uence on in ation, on the bal-
ance of payments’ de cit.  erefore, from
that point of view, I think that the NBS is
doing the right thing because its task is to
maintain macroeconomic stability.

On the other side, however, this creates real
problems for both banks and clients. As a
result of high mandatory reserves, loans are
becoming more expensive because large
sums have to be set aside and remain in the
NBS without interest, and somebody has to
pay for that. e situation is what it is and
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COMMUNICATION

Will the FIC manage to nd an appropriate collocutor for all its subjects?

I think it will, especially since we already have solid communication with the adminis-
tration. | think that on one side it is very important for the FIC to send this message
to ministers and, on the other side, for foreign investors to be given the impression that
there is some feedback, and that they can nd some appropriate solutions together. Some
solutions which are applicable in other countries might not be applicable here for some
reason. | think that there should be mutual understanding and communication, because
that is the basis of everything and | believe that there is still a great deal of space for the

FIC’s activities.

| do not expect anything to change in the
rst half of next year. Bankers have adapted
to the new conditions as much as possible,
and we are operating.
When mandatory reserves were increased to
40 per cent, and then 60, a shock occurred
and, as a result, they were then reduced to
45%. When we plan some of our future op-
erations, it is very important for us to know
what we can count on.  at means that the
big uctuations that have taken place within
an approximate six-month period have tend-
ed to totally disrupt everything, forcing us to
restructure and adapt in order to be able to
operate.  at measure has been in e ect for
over a year and we have found a way to oper-
ate. 1 do not expect any changes regarding the
reduction of mandatory reserves in the rst
half of next year.
Asregards scal stability, I think that the dinar
exchange rate has been maintained thanks to
the in ux of hard currency through various
forms, including privatisation and the stock
capital increases that were demanded in the
banking sector as a result of NBS measures.
I do not expect any signi cant changes by
the end of this year, and | don't think that
there should be any major increases next
year either. We estimate that the dinar-euro
exchange rate will remain 79 — 80 until the
end of this year.

I What do you think about the NBS’s lat-

est measures?
is is practically an administrative measure

that has seen cash loan repayments limited
to two years at the most. e reason for this
move was to stop a major increase in public
borrowing. According to NBS data, in the

rst six months of this year the increase of
loans was the same as in the whole of last
year and, according to NBS analysis, that was
the signal that something should be done by
the end of the year in order not to penetrate
arisk zone.

is measure was provoked by those banks

which started to issue cash loans for ten-
year periods.  at meant that citizens with
lower incomes could get loans, the scope
of loans was signi cantly increased, and all
this refers to a genuinely risky product. |
think that this could be limited to three or

veyearsandthee ectwould be a decrease
in the demand for loans.  is decision de -
nitely hit the banks because demand was
drastically decreased.
Apart from limiting loans to two-year pe-
riods, a measure whereby the total gross
investment to citizens may not be higher
than 150% of the basic assets of said bank
was also introduced.  at means that banks
have to take additional assets, which costs.
Moreover, we have to prove to the NBS that

we will have the appropriate returns on that
capital to satisfy our shareholders. With the
current interest rates, the additional capital
decreases the rate of return and, in that case,
the bank has to increase its income in order
to justify the request for capital. In general,
banks in Serbia are overcapitalised accord-
ing to western standards. Apart from that,
expected shareholder returns of, for instance,
18%, drop when additional assets are taken.
If this refers to a country which has a worse
rating than, for instance, the Czech Republic,
then a greater return is expected. However,
we have reached a situation where we are un-
competitive, which can result in some banks
increasing interest rates. UniCredit Bank
doesnotplantodothat. e FICshould per-
haps initiate that issue regarding assets; that
is something that deservesa ention.

I Itiso enemphasised that interest rates
in Serbia are too high?
I think that there is a rumour, which of-
ten appears in the media, that the interest
rate is 30 per cent in Serbia and only ve
per centin Croatia.  atissimply not true.
irty per cent is the interest rate on over-
dra son currentaccounts and credit cards,
where the interest rates are the highest. But
that is not the case only here: in the U.S. it
is 20 per cent and in Italy, for instance, cash
credits carry interest rates of 13 or 14 per
cent. It is not true that interest rates in Ser-
bia are three times greater.
Two things in uence interest rates: manda-
tory reserves, which increase the price of
money, and Serbias country rating, which
is BB-.  at rating is something that deter-
mines the country’s risk and correspond-
ing margins for risk.  at is the price which
bankers pay on the basic interest rate when
we take credits from abroad, and that margin
depends on the country’s risk rating, i.e., the
lower a country’s risk, the lower the margins.

I Serbia is assessed as lacking in green-
eld investments. Would you agree with
that assessment?
As regards banks, there have been no prob-
lems. Six green eld licences were issued and,
if it were possible, more would have been
taken. e banking sector was obviously at-
tractive, i.e. it was important to create a sec-
tor which was a ractive and which a racts
foreign investors. In other sectors, | guess,
the conditions have not yet been established.
However, green eld investments could really
help to resolve our biggest problem: unem-
ployment. e de citin the balance of pay-
ments is somehow closing and is not too high
inrelation to the gross domestic product, and
unemployment is something which can only
be solved through green eld investments. n
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