
 
 

 

¦{!L5Ω{ .¦{Lb9{{ 9b!BLING PROJECT  
BUSINESS SURVEY: SERBIA 2014 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
February 20, 2015 

This report is made possible by the support of the American people through the United States Agency for International Development 
(USAID). The contents of this report are the sole responsibility of Cardno Emerging Markets USA, Ltd. and do not necessarily reflect the 
views of USAID or the United States Government. 



¦{!L5Ω{ .¦{Lb9{{ 9b!BLING PROJECT  
BUSINESS SURVEY: SERBIA 2014 

 
 
 
 
 
 
 
 

 
 
Submitted by: 
Cardno Emerging Markets USA, Ltd. 
 
Submitted to: 
USAID/Serbia 
 
Contract No.: 
169-C-00-11-00001-0 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 



 

INTRODUCTION ............................................................................................................................................... 4 

EXECUTIVE SUMMARY .................................................................................................................................. 5 

BUSINESS DEMOGRAPHICS .................................................................................................................................. 7 
CORRUPTION AND TRANSPARENCY .................................................................................................................... 7 
REGULATORY FRAMEWORK ................................................................................................................................ 9 
TAXES AND CHARGES ......................................................................................................................................... 12 
MACROECONOMIC POLICY ................................................................................................................................. 13 
ACCESS TO FINANCE ........................................................................................................................................... 15 
CONCLUSIONS AND RECOMMENDATIONS ......................................................................................................... 17 

METHODOLOGY ............................................................................................................................................. 19 

BUSINESS DEMOGRAPHICS ....................................................................................................................... 24 

SIZE OF COMPANIES ........................................................................................................................................... 24 
OPERATING HISTORY ........................................................................................................................................ 24 
EMPLOYMENT AND GENDER IN THE LABOR FORCE ......................................................................................... 25 
TYPES OF EMPLOYMENT CONTRACTS: MOST ARE PERMANENT; TEMPORARY DECLINING .......................... 25 
MANAGEMENT: ITȭS A MAN'S WORLD .............................................................................................................. 26 
MARKET STRUCTURE......................................................................................................................................... 26 
BUSINESS ASSOCIATIONS: VERY LOW MEMBERSHIP; MEDIOCRE SERVICES ................................................. 28 

POLICIES, LAWS & REGULATIONS ........................................................................................................... 29 

PROMOTING TRANSPARENCY AND FIGHTING CORRUPTION .......................................................................... 29 
PUBLIC PROCUREMENT ...................................................................................................................................... 31 
REGULATORY FRAMEWORK .............................................................................................................................. 34 
BUSINESSESȭ BIGGEST CONCERNS ..................................................................................................................... 35 
TAXES .................................................................................................................................................................. 39 
PARA-FISCAL CHARGES ..................................................................................................................................... 42 
ADMINISTRATIVE PROCEDURES ....................................................................................................................... 43 
INSPECTIONS ....................................................................................................................................................... 45 
CONSTRUCTION PERMITS .................................................................................................................................. 48 
ENFORCEMENT SYSTEM ɀ STILL ȰUNDER CONSTRUCTIONȱ ............................................................................. 49 
HIRING AND LABOR LAW................................................................................................................................... 52 
IMPROVING THE BUSINESS ENVIRONMENT ɀ EXPECTATIONS AND PRIORITIES FOR THE FUTURE .............. 59 

MACROECONOMIC POLICY & FINANCE .................................................................................................. 62 

CUTTING THE DEFICIT: TRIMMING EXPENDITURES ........................................................................................ 66 
UNFAIR COMPETITION: THE GRAY ECONOMY .................................................................................................. 67 

ACCESS TO FINANCE ..................................................................................................................................... 71 

EXTENT OF BORROWING AND WHY BUSINESSES DO NOT BORROW ................................................................ 71 
SOURCES AND USES OF FUNDS AMONG BUSINESSES THAT BORROWED ........................................................ 73 
TYPES OF FINANCE USED AND HOW OFTEN USED .......................................................................................... 76 
COLLATERAL REQUIREMENTS ɀ ARE THEY STILL A MAJOR OBSTACLE FOR ACCESSING FINANCE? ................ 77 

PROJECT IMPACTS ........................................................................................................................................ 80 

CONCLUSION ................................................................................................................................................... 82 

ANNEX A ɀ SURVEY QUESTIONNAIRE. ................................................................................................... 83 



 

ANNEX B - METHODOLOGY........................................................................................................................ 95 

SAMPLING ........................................................................................................................................................... 95 
WEIGHTING ........................................................................................................................................................ 97 

 



 

4 
 

Business Survey: Serbia 2014 
 

Introduction 
 
This report provides the results of the 2014 USAID BEP Survey of Businesses in Serbia. This annual survey 
is conducted to assist government in initiating and implementing economic reforms, assist the private 
sector in advocating for key reforms, and to monitor whether reforms are being implemented and are 
delivering desired impacts. This survey is distinct from all others because of the large sample size of 1,000 
firms representative in terms of size, location, and sector, the 4-year time series, and the breadth of the 
questionnaire, all of which make it a powerful tool to inform advocacy that influences policy-making. 
 
The survey results show that businesses are fairly optimistic.   
 
Graph 1. Future Expectations 

 
 
Some areas improved in 2014, including businesses getting information about and participating in 
reforms, and procedures for payment of wage taxes and contributions.  But some areas got worse ς most 
notably access to finance and the cost of obtaining construction permits. 
 
The survey shows that there have been some important improvements over the four years of the survey 
(2011 to 2014).  The biggest areas of improvement have been corruption, inspections, management time 
dealing with regulations, and quality of public-private dialogue.  On the flip side some things have gotten 
worse, particularly court procedures and availability of finance. 
 
Conducting and analyzing results of a survey of this size and complexity is a big challenge, and many people 
made great efforts to ensure that this survey is of maximum value to the Government of Serbia, Serbian 
businesses and their associations, donors, and the media. Ipsos Strategic Marketing worked tirelessly to 
ensure that the sample was correct, the interviews were properly conducted, the questions tested and 
revised, and the results were presented in an understandable way.  The USAID BEP staff thoroughly 
analyzed the results in the areas in which they work.  The 1,009 surveyed businesses spent an average of 
50 minutes each to thoughtfully consider and respond to the interviewers' questions.  The result is a survey 
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that presents a picture of the regulatory, economic, and financial environment that Serbian businesses 
deal with, priorities for the government to improve that environment, and whether current efforts to 
improve these issues are having the desired impact. 
 
 

Executive Summary  
 
USAID's Business Enabling Project (USAID BEP) promotes competitiveness and private sector-led growth. 
The project assists the government and businesses in Serbia to remove policy, legal and regulatory 
obstacles that impede investment, growth and job creation.  
 
To assist the government in initiating, implementing, and monitoring economic reforms, USAID BEP 
conducts an annual survey of enterprises and entrepreneurs in Serbia. This helps the government conduct 
reforms that will maximize investment, growth and job creation. This survey is distinct from all others 
conducted in Serbia because of the large sample size, 4-year time series, and the breadth of the 
questionnaire, all of which make it a powerful tool to inform advocacy that influences policy-making.  The 
survey was conducted by Ipsos Strategic Marketing through face-to-face interviews with 1,009 businesses 
between September 3 and October 1, 2014.  The businesses are representative of all registered businesses 
in Serbia, and are stratified according to region, sector, and size. 
 
The 2014 survey reveals that the business environment in Serbia didn't improve much in the past year.  
Most areas of the regulatory 
environment improved slightly or 
were unchanged.  The areas with 
the most negative impact are para-
fiscal charges, wage taxes and 
contributions, VAT, tax 
administration, and administrative 
procedures. But there was a small 
reduction in the percentage of 
businesses stating that para-fiscal 
charges (from 73% to 69%), wage 
taxes and contributions (from 72% 
to 69%), and administrative 
procedures (from 66% to 61%) had 
a negative impact on their 
business.  While business licenses 
and inspections showed a slight 
increase in the number of 
businesses that found them to 
have a negative impact, they are 
still the least burdensome, at 29% 
and 27% respectively. 
 
The macroeconomic environment also basically remained unchanged, at least in the opinion of the 
business community.  Although inflation is only running at 1.8% (October 2014 year-to-year)1, 88% of 
businesses rated inflation as having a negative impact ς making it the most negative factor for the fourth 
year in a row.  Exchange rate volatility was rated as having the second most negative impact (83%). 
 

                                                        
1 National Bank of Serbia.   
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Indicators regarding corruption improved significantly in 2013, and in 2014 they are generally unchanged.  
Thus it appears that the gains in reducing corruption were not lost, but there has not been further 
improvement.  For example, about 17% of businesses in both years reported that corruption has a large 
impact on their business (down from 41% in 2011 and 33% in 2012). 
 
Access to finance worsened in the past year.  Business borrowing has plunged, with only 36% of businesses 
ǳǎƛƴƎ ŜȄǘŜǊƴŀƭ ŦƛƴŀƴŎƛƴƎΣ ŀƴŘ ŀǾŜǊŀƎŜ ŀƴƴǳŀƭ ōƻǊǊƻǿƛƴƎ Řƻǿƴ ǘƻ ϵ21,000. 
 
When asked for their reaction to specific reforms made during the past year, businesses rated 
consolidated payment of taxes and contributions most positively and increase of VAT rate most negatively.   
 
GRAPH 02. Evaluation of Implemented Measures  
 

 
 
Perhaps because of some successful reforms and others that are in progress, businesses continue to be 
more and more optimistic about the future.  During the last three years we have seen an increase in the 
percentage of businesses that expect to make profits (from 34% in 2012, to 43% in 2014) and that plan to 
hire more workers (from 19% in 2012, to 26% in 2014).   Further good news for employment is that 45% 
of large companies expect to increase the number of employees, though on the other hand 22% of large 
companies expect to decrease the number of their employees.  
 
We now present some of the most important findings from the 2014 survey, broken down by area: 
business demographics; corruption and transparency; regulatory framework; taxes and charges; 
macroeconomic policy; and access to finance.  We conclude with recommendations based on the survey 
findings. 
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Business Demographics 
 
The companies that took part in the survey are reflective of the total population of Serbian firms: 92% 
small companies, 6% medium, and 2% large.2  сл҈ ƘŀŘ ǘǳǊƴƻǾŜǊ ƻǾŜǊ ϵмллΣллл ƛƴ нлмоΦ  уф҈ ǿŜǊŜ 
profitable in 2013, and 88% have been operating for at least nine years.  The average firm has 22.7 
employees.  We only surveyed businesses with at least three employees. 
 
Women are underrepresented in firm ownership and management.  Employment of women in the 
surveyed firms is close to the national average of 42% of employees: the firms in the USAID BEP survey 
have 36% female employees.  In companies registered as entrepreneurs, women make up 50% of 
employees. But men continue to dominate in firm ownership, as illustrated in Graph 03.  Numbers are 
similar for management: only 27% of managers are women. 
 
GRAPH 03. Ownership Share Among all Surveyed Firms 

 

 
 
Most employees have permanent contracts: only 25% of firms hire temporary workers.  This number may 
or may not increase with the recent Labor Law amendments that provide for longer fixed-term contracts 
and encourage movement from informal to formal employment, but also make hiring permanent workers 
less burdensome and risky (e.g. severance rationalized, grounds for unlawful termination narrowed).  
 
As in previous years, few firms are exporting.  92% of products and services are sold in Serbia, and most 
firms sell only in their own municipality.  Most exports go to the former Yugoslavian republics.   
 
Only 12% of firms are members of business associations.  This is similar to 2013, and represents a big 
decline from the 36% membership in 2011.  Members of business associations rate the associations higher 
in providing training and information (37% positive) and organizing business fairs and marketing support 
(33% positive) than in advocating to the government for regulatory reforms (17% positive).  

 
 
Corruption and Transparency 
 
The positive perception about reduced corruption carries over from 2013.  The number of businesses 
that believe that corruption affects them a lot decreased from 41% in 2011 to 16% in 2013 and 17 % in 
2014.  Reports of giving money or gifts or using private connections also decreased since 2011.  This 

                                                        
2 The sample of large companies is a bit higher than the total population so that we could get a large enough 
sample of large companies to be representative. 
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success in reducing corruption is also reflected in other surveys.3  But there has not been improvement 
from 2013 to 2014.  
 
GRAPH 04. Effects of Corruption on Business 

 
 
More than half of the businesses believe that transparency and predictability in doing business has 
improved, which continues a positive trend.  89% of businesses report that they are good, very good, or 
excellently informed about the changes to laws and regulations.  Businesses also have a significantly better 
understanding of the Government's economic growth strategy: 53% now understand it fully or partially, 
compared to only 22% in 2011.  There has also been a positive trend in businesses' ability to participate in 
reforming laws related to the business environment, with those finding improvement increasing from 4% 
in 2011 to 14% in 2014, and those disagreeing decreasing from 76% in 2011 to 45% in 2014. 
 
There was a setback in perceptions of factors that contribute to winning public tenders.  After significant 
improvements in terms of the importance of best offers compared to connections and corruption in 2013, 
the 2014 survey shows backsliding.  Only 10% of surveyed companies have significant experience in public 
tenders, which amount to ŀōƻǳǘ ϵнΦн ōƛƭƭƛƻƴ ŀƴƴǳŀƭƭȅΦ   
 
GRAPH 05. Factors in Winning Public Tenders 
 

 
 
 

  

                                                        
3 Serbia improved from 80th to 72nd in Transparency International's global survey for 2013. In World Bank's Enterprise Survey 
2013, 9% of 360 interviewed companies see corruption as a major constraint to doing business, and in the World Economic 
Forum Global Competitiveness Survey 2013 found that 11.9% of respondents identified corruption as a major constraint. 
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Regulatory Framework 
 
Most businesses in Serbia are not spending more time and money in dealing with regulatory issues, and 
management is spending less time on these issues.  In 2011, 56% of businesses spent more money on 
dealing with regulatory issues than in the previous year; in 2014 28% reported spending more more than 
in the previous year.  In 2011, 47% of businesses reported spending more time in dealing with regulatory 
issues; in 2014 the number is down to 22%.  But it is difficult to declare this a success since only 5% of 
businesses say they spent less money and 9% report they are spending less time on regulatory issues.  
Perhaps the best way to describe the situation is that things aren't getting better, but aren't getting worse 
for most businesses.  
 
GRAPH 06. Money Spent in Dealing with Regulatory Issues 
During the last 12 months has your company spent more or less money dealing with regulatory issues comparing to year before 
that?  

 
 
 
GRAPH 07.  Time Spent in Dealing with Regulatory Issues 

During the last 12 months has your company spent more or less time dealing with regulatory issues, comparing to year before 
that?  

 
 

 
 
There is somewhat better news in terms of time management spends in dealing with regulatory 
requirements, with 57% saying that management spends less than 20% of work time dealing with 
regulatory issues (compared to 46% in 2011).  The respondents were also asked whether they agree or 
disagree that the burden of laws and regulations decreased in the last 12 months ς 46% disagreed; 37% 
were neutral; 17% agreed.  As shown in Figure 7, there has been a steady improvement in responses to 
this question since 2011.   
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GRAPH 08.  Burden of Laws and Regulations 

The burden of laws and regulations decreased in the last 12 months  

 
 
Administrative procedures are among the most problematic areas for businesses.  60% of businesses say 
that administrative procedures are a burden on their business, ranking 6th worst out of 14 aspects of the 
regulatory framework.  The most burdensome administrative procedures in terms of duration are 
obtaining licenses and certificates, tax administration, and registration/deregistration of employees.  
Paying taxes and contributions for employees and VAT procedures are most burdensome in terms of 
frequency.  But it should be noted that 41% of surveyed businesses did not answer the question on the 
most burdensome procedure in terms of duration, and 46% did not answer in terms of frequency.  
Administrative reforms are welcomed by the business community: 58% of businesses positively evaluated 
the consolidated payments of wage related taxes and contributions (and only 7% rated this negative).   
 
Inspections continue to get less burdensome.  Business managers spent an average of 12 hours during 
the past year in dealing with inspections, compared to 34 hours in 2012.  The most frequent inspections 
are market, labor and tax.  27% of businesses assessed inspection oversight negatively (similar to the 24% 
in 2013); so there is sustained improvement since 2012 when nearly 69% assessed inspection oversight 
negatively.  A majority of respondents believe that inspectors are polite and well-trained, and that relevant 
regulations are accessible and clear.  These good results are due to reforms and restructuring in certain 
inspectorates, particularly market and food safety inspectorates.  These inspectorates and others are 
moving to risk-based inspections4 (which will be required under the future Law on Inspection Oversight) 
which make inspections more efficient and effective and less burdensome.  But other reasons for less 
burdensome inspections are cause for concern since inspections are needed to protect citizens and the 
market: low staff capacity, lack of vehicles and gasoline, and other financial constraints.  The most 
problematic aspects of inspectors' work are protection from unfair competition, bribery to avoid a fine, 
and poor coordination.   
 

  

                                                        
4 USAID Competitiveness Project, Report on Inspections in the Republic of Serbia (2014) shows that more than half of 
interviewed inspectorates asserted that they conduct or are in the process of introducing risk-based inspections. 
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GRAPH 09. Rating the Inspection System 

 
 
Construction permitting showed some improvement, but it is still unreasonably expensive and time-
consuming.  While World Bank Doing Business showed no improvement in terms of number of 
procedures, time and expense involved in obtaining a construction permit (for a warehouse in Belgrade)5, 
our survey shows that businesses see some improvements on the ground.  In 2014, businesses that 
constructed a building in the past two years reported an average time to obtain the permit of 8.2 months, 
down from 9.3 months in 2013, 12 months in 2012, and 19 months in 2011.  Most of this year's 
improvement comes from Belgrade, where the time to obtain a permit went from 14 months in 2013 to 
8.5 months in 2014.  But as the graphic below demonstrates, businesses that constructed a building hardly 
feel that the costs and time are reasonable.   
 
GRAPH 10. Rating Construction Permitting 

 
 
The system for enforcing judgments has not continued the improvement that businesses saw last year.  
As a result of major reforms in the system for enforcement of judgments, the perception of the 
enforcement system improved significantly from 2011 to 2013.  But in 2014 businesses have become more 
pessimistic about enforcement, with 66% of businesses that used the system rating the system poor or 
very poor compared with 34% rating it good, very good, or excellent.  This is down from 2013's numbers 
of 61% poor or very poor and 39% good, very good, or excellent.  36% of businesses that started an 
enforcement action have been unable to enforce the debt; 27% took over a year to enforce; and 36% took 

                                                        
5 World Bank Doing Business 2015 ranks Serbia 186th of 189 countries in obtaining construction permits. 
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less than a year.  We should note that only 30% of businesses actually used enforcement, which could 
indicate that they can collect debts outside the system or that they have no confidence in or can't afford 
using the system. 
 
The 2014 Labor Law amendments have not yet had much of an impact.  Recently adopted changes to 
the Labor Law are expected to significantly improve labor flexibility and stimulate employment (they were 
enacted less than two months before this survey was conducted).  26% of businesses plan to increase the 
number of employees in the coming year, and only 10% plan a decrease, though 61% of businesses stated 
ǘƘŀǘ ǘƘŜȅ ŘƻƴΩǘ Ǉƭŀƴ ǘƻ ŎƘŀƴƎŜ ǘƘŜ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎΦ  ²ŀƎŜ ǘŀȄŜǎ ŀƴŘ ŎƻƴǘǊƛōǳǘƛƻƴǎ ŀǊŜ ǘƘŜ ōƛƎgest 
regulatory constraint on hiring: 69% rate them negatively.  40% rate labor law procedures and 
requirements negatively.  While the main reason that businesses did not hire workers was market 
conditions (64%), 12% of firms cited the amount of taxes and social contributions, with 7% citing labor law 
issues like limited fixed term contracts, excessive paperwork, severance pay, and restrictions on firing.  
The share of temporary employed workers decreased from 11% to 9%, while permanently employed 
workers increased from 89% to 91%. 
 
 

Taxes and Charges 
 
Respondents believe that taxes are the factor with the most harmful impact on their business.  It is not 
surprising that fiscal issues continue to be listed by business as negative, as demonstrated in Figure 10.  
Wages taxes and contributions, VAT, and tax administration lead the list of problematic areas, along with 
para-fiscal charges which are in effect hidden taxes.  There is a consensus that the increase of VAT was 
the most troublesome government measure that was implemented in the past year, but the basic 20% 
rate is relatively low compared to EU countries and does not represent an objective threat to 
competitiveness (though the lower rate for food, drugs, and other selected categories is on the high side 
compared to EU countries).  Nonetheless, it appears that further shift by the government from income to 
consumption taxation will meet some opposition from the business community.   
 
GRAPH 11. The Most Negative External Factors 
Please assess the impact of the following elements on your business  

 
 
Para-fiscal charges continue to be burdensome.  As shown in Figure 10, businesses rank para-fiscal 
charges as having the most negative impact on their business.  Administrative fees, motor vehicle fees, 
and firmarina were rated the most burdensome.  This is not surprising since the Law on Republic 
Administrative Fees contains nearly 230 tariff numbers, which encompass several different fees ς in some 
cases more than 10.  These results are similar to findings in USAID BEP and NALED's analysis on the 
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financial impact of para-fiscal fees and charges6 and Treasury data on the largest amounts of paid non-tax 
fees and charges (except for motor vehicles which has a smaller fiscal impact than the survey would lead 
us to believe). 
 
Tax Administration has made some important reforms but remains problematic.   Businesses rate 
consolidated payment of taxes and contributions and service of tax bills by mail as two of the three most 
important reforms made in the last year.  But still 61% of businesses cite tax administration as having a 
harmful impact on their business.   
 
 

Macroeconomic Policy 
 
Businesses believe that inflation, exchange rate volatility and interest rate volatility are the most 
damaging macroeconomic factors to their competitiveness.  While it is understandable that these factors 
are of great concern to businesses due to their direct impact on bottom lines, official statistics on these 
factors seem to contradict businesses' perceptions.  In September 2014, when this survey was conducted, 
the inflation rate was 2.1% year-on-year7, and it has been consistently within the target rate during 2014.  
Exchange rates have not been unduly volatile in 2013 and 2014; in fact they were less volatile than in 2011 
or 20128.  Interest rates have been consistently dropping during the past year, and the most recent key 
policy rate is 8%, down from over 12% in 2011 and 9.5% at the end of 20139.   Nonetheless, when asked 
to list the top three factors to be improved, the most frequent answers were 1) exchange rate volatility, 
2) wage taxes, 3) inflation.  
 
VAT rates and wage taxes and contributions are perceived as the biggest fiscal policy threats to business 
competitiveness.  ¢ƘŜ άƭƻǿŜǊέ ±!¢ ǊŀǘŜ όŀǇǇƭƛŜŘ ŦƻǊ ŦƻƻŘǎΣ ŘǊǳƎǎΣ ŀƴŘ ǎƻƳŜ ƻǘher product categories) has 
been increased from 8 to 10% in January 2014, which put Serbia among the EU countries with the highest 
άƭƻǿŜǊέ ±!¢ ǊŀǘŜΦ Lƴ ǘƘŀǘ ǎŜƴǎŜ ǘƘŜ ǇŜǊŎŜǇǘƛƻƴ ƻŦ ǊŜǎǇƻƴŘŜƴǘǎ ƛǎ ƧǳǎǘƛŦƛŜŘΦ   hƴ ǘƘŜ ƻǘƘŜǊ ƘŀƴŘΣ ǘƘŜ ōŀǎƛŎ 
VAT rate in Serbia (applied to all other products) of 20% is relatively low in comparison to other EU 
countries (but a bit higher than Bosnia and Herzegovina, Macedonia, and Montenegro)10, and does not 
represent an objective threat to competitiveness of Serbian businesses. Wage taxes and contributions 
were rated as having the fourth most negative impact on businesses.  International comparison supports 
this perception: while the tax burden on average salaries in Serbia is in line with other European countries, 
taxes on wages below the average are high.  Serbia has the fifth highest tax wedge among the thirty 
countries examined on the lowest incomes (33% of average gross wage).11   
 
GRAPH 12. Impact of Fiscal Policies 
 

 

 
                                                        

6 USAID BEP and NALED, Analysis of Business Perception ς Results of Survey on Para-Fiscal Charges, 2014.  
7 National Bank of Serbia. 
8 National Bank of Serbia. 
9 National Bank of Serbia. 
10 www.vatlive.com.   
11 World Bank, Does Formal Work Pay in Serbia?, 2008. 
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Businesses want lower taxes, but emphatically oppose any reduction in transfers, subsidies, incentives, 
or other budget items that benefit businesses.  They oppose such budget cuts even when the premise is 
that such cuts could help to reduce their taxes.  In the 2011 survey, cuts to most transfer programs were 
supported by over half of respondents; but now opposition to spending cuts has grown across the board.  
For example, in 2011, 54% of businesses supported cuts in price subsidies; in 2014, only 28% support such 
cuts.  In 2011, 53% supported cuts in subsidized inputs; in 2014 only 30% support such cuts.  Interestingly, 
significantly more businesses would support cuts in training for businesses this year (35%) compared to 
2013 (24%). 
 

GRAPH 13. Estimate of percentage of Firms Paying Contributions 

According to your estimate, what percentage of employers in your industry pay contributions for employees?  

 

 
The gray economy remains a major problem for businesses.  62% of businesses state that the shadow 
economy has a negative impact on their business operations.  Two recent studies show that about three-
fourths of businesses report a decline in their annual revenues due to unfair competition.12 Shadow 
activity doesn't appear to have been reduced in the past year: respondents state that the same 
percentages of employees in their industry pay partial or no contributions on employees' salaries. Thus it 
is no surprise that when asked to rate the most important reform, survey respondents listed reducing 
shadow economy number one.   
 
 

                                                        
12 USAID BEP and Foundation for the Advancement of Economics, The Shadow Economy in Serbia: New Findings and 
Recommendations for Reform, February 2012. 
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Access to Finance 
 
Business borrowing continues to decline and most businesses do not use external financing.  64% of 
businesses did not use external financing, up from 31% in 2011.  49% of businesses stated that they had 
no need for credit.  The main reasons that those who needed financing did not borrow are 1) used owners' 
equity instead of a loan, 2) bank products were not suitable for my needs or risk profile, 3) bank 
ǊŜǉǳƛǊŜƳŜƴǘǎ ǘŀƪŜ ǘƻƻ ƳǳŎƘ ǘƛƳŜκŎƻǎǘΦ  ¢ƘŜ ŀǾŜǊŀƎŜ ōŀƴƪ ōƻǊǊƻǿƛƴƎ ƛƴ ǘƘƛǎ ȅŜŀǊϥǎ ǎǳǊǾŜȅ ƛǎ ϵнмΣлллΣ 
ŎƻƳǇŀǊŜŘ ǘƻ ϵорΣллл in 2013.  ¢ƘŜ ŀǾŜǊŀƎŜ ŦƻǊ ǎƻƭŜ ǇǊƻǇǊƛŜǘƻǊǎ ƛǎ ϵмлΣллл ŀƴŘ ŦƻǊ ǎƳŀƭƭ ōǳǎƛƴŜǎǎŜǎ ƛǎ 
ϵмфΣллл ς these numbers show why introduction of micro-finance and other non-bank financial 
institutions are so important, since commercial loans at this size do not fit banks' business models.  
Manufacturing companies borrowed only half as much from banks as they did in 2013.   90% of businesses 
believe that the financial sector can play an important role in economic growth, so there appears to be 
opportunities to increase external financing. 
 
Most financing is from owners equity.  This is the case regardless of the size or sector of the firm, or 
whether it is registered as an enterprise or as an entrepreneur.   Firms that do borrow externally still 
mainly use own funds: for such firms, 62% of their financing is own funds.   
 
Banks remain the largest external funding source, but bank financing is declining.  Of the 36% of firms 
that use external funds, the average percentage of financing coming from banks is 24.7%, down from 
27.1% in 2013.  Financing from family and/or friends increased from 6.5% in 2013 to 9.7% in 2014.  At the 
same time, quality of bank services is rated higher than last year and 90% of businesses stated that it is 
easy to get initial information about loan offerings.  Businesses in South and East Serbia and Sumadija and 
West Serbia are much more likely to borrow from banks than those from Belgrade and Vojvodina.   
 
Overdrafts are the most common form of bank financing.  Almost 30% of borrowers use overdrafts as 
the most frequent type of financing, followed by over 25% using term loans most frequently.  This 
continues the trend that we saw in previous years to use short-term bank products.  This is despite many 
other products being available and overdrafts having the highest interest rates.  Other bank and non-bank 
products, including letters of credit, leasing, and factoring, were rarely used.  In contrast, leasing is the 
most popular external source of financing for SMEs in Europe, with 40% of companies having used leasing 
in 2010.13  One problem may the small average loan size (see above), which banks can only provide 
through consumer-oriented loan products like overdrafts rather than commercial lending.   
 
Real property and machinery and equipment are most commonly required as collateral.  The most 
common types of collateral requested by financial institutions were "land/buildings" (48.4%), and 
"machinery and equipment, including movables" (45.9%).   This reflects what appears to be a positive 
trend: the percentage of land and buildings required is decreasing over time, while machinery shows a 
trend of steady growth.  This is particularly good news for SMEs since they often have limited real property 
to use for borrowing.  Additional good news is that personal assets of the owner are being less and less 
requested as collateral by financial institutions, indicating that creditors are looking at the business as an 
independent economic entity separate from the owner.  Land and buildings were least required as 
collateral in Belgrade (35%), and most required in Sumadija and West Serbia (60%).  Apparently banks in 
Sumadija and West Serbia can't get enough collateral ς they also require the most machinery and 
equipment (64%, compared to Belgrade's 31%). 
 

  

                                                        
13 Oxford Economics, The Use of Leasing Amongst European SMEs, 2011. 
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GRAPH 14. Required Collateral 

 
Businesses believe that banks are over-collateralizing.  Although less survey respondents state that 
meeting collateral requirements is difficult (45% in 2014 compared to 57% in 2013), 38% contend that the 
value of collateral required by banks is more than 1.5 times the amount of the loan (20% think that it is in 
excess of 2 times).  28% believe that the value is 1.2 to 1.5 times, and 20% believe that it is 1 to 1.2 times 
the loan amount (14% refused to respond). 
 
Loans are primarily used for equipment and inventory.  Businesses mainly use bank loans for 
acquiring/improving equipment or machines (35.8%), and increasing inventory (26%).  Money borrowed 
from family and friends is used mainly for acquiring/improving equipment or machines (34.5%), but also 
for paying VAT and other government taxes (20.8%). 
 
Interest rates and fees are the biggest obstacles to increased lending.  90% of companies who need credit 
believe that interest rates and fees are inadequate for their needs ς this is similar to previous years' results.  
76% rated securing adequate collateral as inadequate for their needs.  Based on this survey as well as 
focus groups previously conducted by USAID BEP,  it appears that the lack of borrowing from external 
sources is a result of the high costs ς high interest rates and fees. 
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GRAPH 15. Suitability of Finance 

Negative ratings on suitability of finance  

 
 
 

Conclusions and Recommendations 
 
The survey shows that there is much more work to do to develop a business environment that encourages 
private sector growth.  Based on the survey results, we have the following recommendations for the 
government, business community and other stakeholders: 

Remove para-fiscal charges.  These charges, which in effect are hidden taxes, are ranked as the most 
negative issue for businesses ς 69% say that they have a negative impact on their business.  139 para-fiscal 
charges were eliminated in 2012, and in 2013 the Government began an effort to draft a new Law on 
Charges for Utilization of Public Goods that would eliminate unfounded charges and mandate proper 
calculations (relating to the actual administrative cost or value of the service or right) for legitimate 
charges.  That effort has stalled in the past few months and needs to be revived, along with efforts to 
amend the law on Local  Self-Government Finance. 

Intensify efforts to fight the shadow economy.  The shadow economy has a negative impact on 62% of 
businesses, ranking fourth in the list of negative factors.  The government has undertaken some increased 
inspections already.  A new inspections law, which has been drafted, would enable all inspectorates to 
tackle the shadow economy in an efficient and effective manner.  Other important efforts include 
improvement of tax administration, improving liquidity by restructuring, privatizing or liquidating loss-
making public enterprises, and banning the sale of new manufactured goods at farmers and flea markets.   

Reinvigorate anti-corruption efforts.  Businesses saw significant results in the fight against corruption in 
2013, and there was no backslide in 2014 ς but also no improvement.  In particular the government should 
focus on e-government solutions and other tools for transparency and accountability, more dialogue with 
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the business community, and ensuring that corrupt practices are fully investigated and subject to 
appropriate sanctions.  

More focus should be put on reforming public administration; from businesses' standpoint this means 
less unnecessary red tape and more e-government.  45% of survey respondents disagreed with the 
statement "public administration's work is more efficient now than a year ago"; only 16% agreed with this 
statement.  Administrative procedures were cited by 60% of businesses as having a negative impact.  In 
order to have a positive impact on businesses ς and citizens ς public administration reform needs to go 
from strategy development to actual change in the way government institutions are run, with a new 
service-oriented culture. 

Expand efforts to simplify business interaction with the government.  Two of the three most popular 
reforms undertaken during the past 12 months relate to simplification of administrative procedures: 
consolidated payment of taxes and contributions, and submission of annual financial report to only the 
Business Registry as opposed to multiple government bodies.   On the other hand, tax administration and 
administrative procedures were rated among the five most negative impacts on business.  The 
government should thus focus on administrative improvements that save businesses time ς particularly 
using e-government solutions. 

Renew efforts to improve and widen public procurement ς and public perception of the procurement 
system.  The 2013 law helped to significantly improve businesses' perception of the factors involved in 
procurement decisions, but in 2014, perceptions deteriorated.  The law has not changed but perhaps 
implementation has not gone as well as it could.  There is certainly room for improvement on the only 2.7 
average number of offers and 10% of businesses reporting significant experience with public tenders.  
Thus, the government should review implementation of the Law on Public Procurement.  After that review 
the government should assure the public and business community that the review was held, some changes 
will be made to ensure a consistently fair and even playing field for bidders on government procurements, 
and that more bidders are welcome.  

Enact and implement the Law on Inspections Oversight.  Inspectorates have successfully reduced the 
burden on businesses by restructuring and improving operations, and should continue in that direction to 
make improvements sustainable.  But they are still not particularly efficient and effective, particularly with 
regard to combatting the shadow economy.  Comprehensive inspections reform is needed to make 
inspections more transparent, risk-based, proactive, and more oriented to combatting the shadow 
economy. 

Enact and implement the Law on Planning and Construction and related legislation.  Costs and time 
related to obtaining construction permits remain excessive and enacting the new legislation is the first 
step in reducing both.  Implementation will be extremely challenging as one stop shops and e-permitting 
need to be established and the roles of numerous government institutions and public enterprises need to 
be changed, reduced, or eliminated. 

Place renewed attention on use of public enforcement officers to improve enforcement of judgments.  
Businesses do not appear to be benefitting sufficiently from the new Professional Enforcement Officers.  
Most cases have been for utility bill collection, though banks are starting to use PEOs more frequently, 
with success.  The Ministry of Justice and the PEOs themselves should increase publicity about this new 
way of enforcing judgments and improve marketing.   

Increase investments in infrastructure.  Only 13% of businesses agree that "the state of infrastructure 
that is necessary for doing your business has improved," while 42% disagree.  

Accompany tax reform with an excellent communications campaign.  When asked what change of 
regulations they hope most for, businesses listed: 1) reduction of taxes, contributions, fees; 2) reduction 
of VAT.  Legal and regulatory and administrative reforms were ranked much lower.  Businesses rank para-
fiscal charges, wages taxes and contributions, and VAT as the three most problematic issues for 
businesses.  Many economists recommend that the tax burden be further shifted from income to 
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consumption, but since many businesses are fixated on VAT, the government should explain the impact 
of the shift in terms of improving competitiveness and incentivizing investment and employment.   

Increase communications about reductions in inflation and exchange rate volatility.  Businesses still rank 
exchange rate volatility as a problem and a priority to improve in order to improve their businesses' 
competitiveness.  Inflation is ranked third (after wage taxes).  While many businesses (and citizens) are no 
doubt sensitive to these issues due to the "Euroization" of the Serbian economy and loans and inputs 
denominated in Euros, inflation is low, and the exchange rate has been relatively stable.  The government 
and NBS should make more efforts to publicize these facts, while slowly "Dinarizing" the economy.   

Reforms seeking to stimulate lending should focus on factors that are causing high interest rates and 
fees.  Businesses cite interest rates and fees as the biggest constraint to borrowing.  Indeed, Serbia has 
higher interest rates than other markets due to several factors, including uncertain collection due to 
problems in enforcement of unpaid loans and foreclosure on collateral, costs of regulatory compliance, 
and poor economies of scale.14     

Strengthen Extrajudicial Enforcement of Mortgages.  One major risk factor that is causing high interest 
rates is the nearly non-functioning non-judicial foreclosure of mortgages, which is supposed to make the 
collateral enforcement faster and less expensive.  Both laws and procedures in the non-judicial mortgage 
foreclosure process need improvement.  The government needs to strengthen extrajudicial enforcement 
of mortgages by defining a settlement process for junior liens, streamlining the appeals review process, 
clarifying the status of unregistered property improvements, and ensuring compliance with the law that 
prohibits motions for delay or cessation of the foreclosure process. 

Provide businesses with training and education on financial management.  It appears that many 
businesses do not understand how to structure borrowing to increase profits.  Businesses should seek to 
use less expensive and more appropriate means of financing their businesses, as there is currently 
overreliance on owners' equity and overdrafts. 

Allow non-bank financial institutions (NBFIs) to invest and lend in Serbia.  With bank lending declining 
and with bank's having difficulty serving the micro and small business market, it is important to allow 
NBFIs to do business in Serbia.   It would make the most sense to first allow only non-deposit taking NBFIs 
so that there is no risk to financial stability in Serbia and supervision can be minimal.     

Professionalize valuation of collateral.  Businesses believe that banks tend to over-collateralize.  
Uncertain values also are a risk factor that causes the cost of finance to be high.  The NBS is developing an 
immovable valuation database for valuers to use.  The MoF is developing a new Law on Valuation that will 
set national standards for property valuation, as well as laws and bylaws to govern the valuer profession. 

 
 

Methodology 
 
In order to achieve the aims of this survey and adequately measure the success of the Project, it was 
necessary to establish a baseline against which reform progress can be measured. Bearing in mind that 
the Serbia Business Survey 2014 is a follow-up study, surveys in 2011, 2012 and 2013 were used as a 
baseline, with special care taken that all methodological and sampling procedures used in the study are 
complementary to those applied in the previous two surveys. 
 
The 2014 business survey was conducted by market research agency Ipsos Strategic Marketing, in 
cooperation with the USAID BEP team, in the period between September 3 and October 1, 2014.  

                                                        
14 USAID Business Enabling Project, Financing the Growth of Small and Medium Sized Enterprises - Critical Issues and 
Recommendations for Serbia, 2012. 
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Interviews with the representatives of companies and businesses were conducǘŜŘ άŦŀŎŜ ǘƻ ŦŀŎŜέΦ ¢ƘŜ 
average duration of interviews was 50 minutes. Interviews were conducted with people who occupy the 
highest positions in the company: owners, directors and finance directors. 
 
For the purposes of this research, ISM designed a sample of legal entities that allows comparison of the 
results between waves, and at the same time accurately reflects the current business landscape in Serbia 
in terms of business size, industry and region. The target population was all private active business entities 
(both enterprises and entrepreneurs) currently operating in Serbia, comprised of 3 or more employees. 
The sample was built using the list of all business entities (enterprises and establishments) registered at 
the Serbian Business Register (2012). The sample size was 1,009 enterprises and entrepreneurs. 
 

GRAPH 16. Sample structure 

 
As can be seen in the graph below which compares the structure of the sample used in the current 
research with those used in previously done waves of research, capabilities for mutual comparison were 
particularly hard to achieve since the structure of the sample in 2011 was deviated in terms of size, while 
samples from both 2011 and 2012 were formed in a way that overestimates the share of entrepreneurs 
with 3 or more employees in the population of business units in Serbia. Comparison with the previous 
wave conducted in 2013 is absolutely possible since the sample was designed in the same way. 
 
In order to verify if the constructed nationally representative sample allows comparison of new data with 
the data collected in 2012 and 2012, ISM staff weighted the data gathered in 2012 and 2011 in terms of 
the most relevant variables (business region, industry and size). The weighting procedure was performed 
in the way that would match the structure of a nationally representative sample planned to be built in 
2013, and 2014 afterwards. After weighting the data from 2011 and 2012, answers to a number of 
attitudinal questions were compared on the weighted and the unweighted datasets. Results of the 
analyses undertaken suggested that the data collected in 2012 and 2011 are robust, and that in principle, 
sample structure does not seem to be a factor that highly influences the comparability of the results. 
Accordingly, the sample structure envisaged for the current research remains comparable to data 
gathered in 2012, and with certain limitations to data from 2011. These limitations are surpassed 
throughout this research by analyzing trends separately on various relevant subsamples where necessary.  
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 GRAPH 17. Sample structure across waves 

 

 
 
 
 
 
 

 

 
 
 
 
 

 
 
 
The instrument used in this survey was a questionnaire based on the instruments used in previous years 
of research, with improvements designed in a way that does not disable comparison of results over the 
last three years. The majority of questions were old questions used in the previous wave of the survey; 
only 5 questions were eliminated, and 15 new questions were added. 
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The complete methodology of this survey is depicted in more detail in the table below. 
 

Method of data collection Face-to-face interviews in company offices 

Sample universe Private enterprises and entrepreneurs in Serbia with 3 or more employees 

Sample frame List of all business entities (enterprises and establishments) registered at the Serbian 
Business Register (2012), Serbia 

¶ 80849 active companies 

¶ 20679 active entrepreneurs 

Size of frame list:  

¶ 37301 active business 
entities with 3 or more employees in total: 
ü 32304 active companies  
ü 4727 active entrepreneurs 15 

Information available in sampling frame: name of the company, phone number, 
municipality, region, economic activity (NACE classification), number of employees, 
financial details from balance sheets, legal status 

 

Sample type Representative, one-stage stratified sample  

Stratification is done according to:  

ωwŜƎƛƻƴ όп ǊŜƎƛƻƴǎύ  
ω9ŎƻƴƻƳƛŎ ŀŎǘƛǾƛǘȅ ƻŦ ōǳǎƛƴŜǎǎ ŜƴǘƛǘƛŜǎ όо ƎǊƻǳǇǎ ƻŦ ŀŎǘƛǾƛǘƛŜǎύ  
ω{ƛȊŜ όо ƎǊƻǳǇǎ ōȅ ǎƛȊŜύ 

 

Selection procedure SRSWR (Simple Random Sample With Replacement) within strata  

Companies: Out of 32304 active companies with 3 or more employees, 3394 of them were 
randomly selected in order to obtain at least 850 in the final sample  

Entrepreneurs: Out of 4727 active entrepreneurs with 3 or more employees, 594 of them 
were randomly selected in order to obtain at least 150 in the final sample 

 

Respondent selection Within each selected company, the interview was done with owners and managers of 
business entities. 

Post stratification Based on: region, economic activity of business entities and size 

                                                        
15 There are 48545 companies with less than 3 employees and 15952 entrepreneurs with less than 3 employees 
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Sample size 1009 business entities: 

¶ 880 companies 

¶ 129 entrepreneurs 
 
 

Sampling error Margin error n=1000      +/- 3.3%  

Fieldwork  3rd September ς 1st October, 2014 
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Business Demographics 
 
 

Size of Companies 
 
Other than the first USAID BEP survey in 2011, the sample has a large number of small size companies 
than medium and large. The 2014 sample consists of 92% small, 6% medium and 2% large companies.  
29% of companies had turnover of less than ϵ100,000 while 18% had turnover greater than ϵм aƛƭƭƛƻƴ ŀƴŘ 
more than 20 employees. The data for the last two years indicates that total value of assets remains similar 
across these two waves of research which corelates with the type of business. Compering with 2011 and 
2012, the 2013 and 2014 surveys reveal somewhat more companies with large business assets. 
 
Table 1. Total operating assets owned by companies (balance sheet assets) 

 2011 2012 2013 2014 

[Ŝǎǎ ǘƘŀƴ ϵмлΣллл 13% 27% 8% 4% 
.ŜǘǿŜŜƴ ϵмлΣллл ŀƴŘ ϵолΣллл 14% 18% 14% 9% 
.ŜǘǿŜŜƴ ϵолΣллл ŀƴŘ ϵрлΣллл 7% 8% 8% 10% 
.ŜǘǿŜŜƴ ϵрлΣллл ŀƴŘ ϵмллΣллл 17% 10% 15% 15% 
.ŜǘǿŜŜƴ ϵмллΣллл ŀƴŘ ϵрллΣллл 27% 26% 27% 34% 
.ŜǘǿŜŜƴ ϵрллΣллл ŀƴŘ ϵм Ƴƴ 20% 9% 8% 11% 

aƻǊŜ ǘƘŀƴ ϵм Ƴƴ 2% 2% 15% 17% 

Average 1.000,190 1.257,043 1.977,516 1.375,994 

 
Table 2. Company turnover 

 2011 2012 2013 2014 

[Ŝǎǎ ǘƘŀƴ ϵмлΣллл 7% 10% 7% 2% 
.ŜǘǿŜŜƴ ϵмлΣллл ŀƴŘ ϵолΣллл 13% 18% 12% 7% 
.ŜǘǿŜŜƴ ϵолΣллл ŀƴŘ ϵрлΣллл 9% 11% 8% 7% 
.ŜǘǿŜŜƴ ϵрлΣллл ŀƴŘ ϵмллΣллл 12% 9% 13% 13% 
.ŜǘǿŜŜƴ ϵмллΣллл ŀƴŘ ϵрллΣллл 34% 26% 30% 39% 
.ŜǘǿŜŜƴ ϵрллΣллл ŀƴŘ ϵм Ƴƴ 9% 7% 10% 12% 

aƻǊŜ ǘƘŀƴ ϵм Ƴƴ 16% 19% 15% 18% 
Refusal - - 4%16 2% 

Average 1.257,043 1.034,450 1.565,309 1.390,213 

 
 

Operating History 
 
Analysis of the operating history of the interviewed businesses in the 2014 survey revealed a similar 
structure as in previous years. Importantly, the majority of business entities that took part in the survey 
(88% of them) have been operating for at least 9 years from the moment of interviewing. In terms of 
business results, nearly nine out of ten businesses (89%) operated with a profit in the year 2014; this is 
similar to findings in the previous three years. 

 

  

                                                        
16 Data on turnover are based upon respondents self-reports. The missing data were filled in according to the Serbian Business 
Register Agency (for all the business units that are obliged to submit these data). 
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Employment and Gender in the Labor Force  
 
Nearly one-half of all companies making up the sample employed up to five staff. 26% employed 5 to 10 
staff and 15% employed more than 20. There are an average of 22.7 staff per company, with an average 
of 7.8 women and 14.9 men. Women represent 50% of the workforce in enterpreneurs but for other types 
of businesses the average is around 34%. This is lower than the average for Serbia: the Statistical Office of 
the Republic of Serbia reported that in 2013, 42% of total employees in Serbia were women. 
 

Types of employment contracts: Most are Permanent; Temporary Declining 
 
Businesses rarely hire temporary workers, 75% of them don't have these types of contracts. Half of the 
businesses have between 1 and 5 employees (43%), and 26% between 6 and 10.  
 
84% of businesses ƘŀǾŜ ƻƴƭȅ άǇŜǊƳŀƴŜƴǘέ ŜƳǇƭƻȅŜŜǎ and only 12% have between 1 and 5 of those hired 
on different types of contract (piecework contract, contract on temporary and occasional jobs, contract 
on professional training, contract on representation and mediation, contract on additional jobs). The 
number temporarily employed has been decreasing. 
 

 GRAPH 18. Number of Permanent Employees 

 
 
 GRAPH 19. Number of Temporary Employees 
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ManageƳŜƴǘΥ LǘΩǎ ŀ aan's World 
 
There are substantially fewer women in managing positions and governing structures than there are men.  
Women only occupy one third of these positions ς this has been basically unchanged since 2011. A 2013 
study by FREN showed that women entering the labour market faced high barriers and needed to be 
better qualified than men to access employment. Even though working women in Serbia generally have 
higher qualifications than men, a woman with the same labor characteristics as a man earns 11% less.17 
 
GRAPH 20. Ownership Share among all Survey Firms 

 
 

 
 GRAPH 21. Ownership: Enterprises and Entrepreneurships 

 

Most of the interviewed businesses are majority owned by men: in 78% of the companies, men have more 
than two-thirds of the ownership of the business. This is similar to the results in the 2013 survey. Women 
control a very small percentage of enterprises (11%), but they control slightly more than a quarter (28%) 
of all entrepreneurships.  

 
Market Structure 

 

                                                        
17 Source: Gender pay gap in the Western Balkan countries: Evidence from Serbia, Montenegro and Macedonia report 
2013(FREN and UN Women) 
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 GRAPH 22. Markets and Sales 

 

92% of sales are in Serbia. This has been the pattern in each of the prior two surveys. The survey results 
show that firms are still unable or unwilling to export much, and in fact they mainly sell in their 
hometowns. This is quite troubling since the domestic market is small and most firms will be unable to 
significantly grow unless they export. It appears that many firms are reluctant to trade outside their 
traditional market where they trust that contracts will be honored. Others may be simply unable to 
compete outside of Serbia or their home market. Those that do export are still quite conservative or may 
not be very competitive internationally since 61% of exports go to countries in the former Yugoslavia. 

 
 GRAPH 23. Market structure: Where are Goods and Services Sold? 

   

 

 

 

 

 

 

¢Ƙƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ Ƙŀǎ ŀƎŀƛƴ ǎƘƻǿƴ ǘƘŀǘ most companies do not work with government bodies: only 26% 
sell to GoS, and this number has been decreasing since 2011. Of the 27% of companies that do work with 
the public sector, 49% do less than 10% of their business with the state, and another 29% do between 
10% - 30%. 
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Business Associations: Very Low Membership; Mediocre Services 

уу҈ ƻŦ ōǳǎƛƴŜǎǎŜǎ ŘƻƴΩǘ ōŜƭƻƴƎ ǘƻ ŀƴȅ ōǳǎƛƴŜǎǎ ŀǎǎƻŎƛŀǘƛƻƴ ƻǇŜǊŀǘƛƴƎ ƛƴ {ŜǊōƛŀΣ ǿƘƛŎƘ is similar as in 2013,.  
Although large firms and service companies reported modestly greater membership, the numbers are still 
very low.   

When they do join associations, the most popular is the Serbian Chamber of Commerce, with xx% of firms 
reporting membership. 5% of companies reported membership in the Serbian Union of Employers and 
another 4% in the Business Association International Transport. Businesses from South and East Serbia 
are most likely to become members of associations (21%), while few businesses in Vojvodina join 
associations (5%).  
 

GRAPH 24. Membership in business associations 

 

The survey asked companies to evaluate association performance against three impact indicators: 
Advocacy; Market Development; and, Training & Education.  A majority of respondents were mostly 
neutral across all three parameters.  They think that chambers are not very successful in Advocating to 
the Government for the regulatory reforms, but associations proved to be better in Education and 
Information dissemination than in 2013. Over the four years of surveys we can see a slight increase in 
average marks in all the aspects of the business association's activities.  

GRAPH 25. Business associations performance 
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Policies, Laws & Regulations  
 
 

Promoting Transparency and Fighting Corruption 
 
In 2012, the government announced that fighting corruption is one of its major goals. Shortly thereafter 
the government started multiple criminal investigations against businessmen, of which the case against 
5Ŝƭǘŀ IƻƭŘƛƴƎΩǎ ƻǿƴŜǊ Miroslav aƛǎƪƻǾƛŎ ƛǎ ǘƘŜ ōŜǎǘ ƪƴƻǿƴΦ ¢ƘŜ άȊŜǊƻ ǘƻƭŜǊŀƴŎŜέ ŀǇǇǊƻŀŎƘΣ ŦƻƭƭƻǿŜŘ ōȅ 
concrete actions, ǊŜǎǳƭǘŜŘ ƛƴ ŀ ŎƘŀƴƎŜ ƻŦ ōǳǎƛƴŜǎǎŜǎΩ perception of corruption in Serbia. The change was 
ǎǘǊƛƪƛƴƎƭȅ ǎƘƻǿƴ ƛƴ ǘƘŜ ƭŀǎǘ ȅŜŀǊΩǎ {ǳǊǾŜȅΦ ¢ƘŜ ƴǳƳōŜǊ ƻŦ ōǳǎƛƴŜǎǎŜǎ ǘƘŀǘ ōŜƭƛŜǾŜ ǘƘŀǘ ŎƻǊǊǳǇǘƛƻƴ highly 
affects them decreased from 41% in 2011 and 33% in 2012 to only 16% in 2013. This year, the results are 
almost identical ς 17% of surveyed businesses claim that corruption affects them highly. A small difference 
is shown among those who answered that corruption sometimes affects businesses ς 42% in 2014 versus 
38% in 2013, and those who claim that it does not affect them at all ς 42% this year and 46% in 2013. 
However, this difference between 2013 and 2014 is statistically almost insignificant and we can freely 
ŎƻƴŎƭǳŘŜ ǘƘŀǘ ǘƘŜ ŜŦŦŜŎǘǎ ƻŦ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŀƴǘƛ-corruption drive are still strongly influencing 
ōǳǎƛƴŜǎǎŜǎΩ ǇŜǊǎǇŜŎǘƛǾŜ ƻƴ ŎƻǊǊǳǇǘƛƻƴ ƛƴ {ŜǊōƛŀΦ ¢Ƙƛǎ ƛǎ ŀƭǎƻ ǊŜŦƭŜŎǘŜŘ ƛƴ ƻǘƘŜǊ ǇŜǊŎŜǇǘƛƻƴǎ ǎǳǊǾŜȅǎΣ ǎǳŎƘ 
ŀǎ ¢ǊŀƴǎǇŀǊŜƴŎȅ LƴǘŜǊƴŀǘƛƻƴŀƭΩǎ /ƻǊǊǳǇǘƛƻƴ tŜǊŎŜǇǘƛƻƴǎ LƴŘŜȄΣ ŀƴŘ ǘƘŜ ²ƻǊƭŘ .ŀƴƪ 9ƴǘŜǊǇǊƛǎŜ {ǳǊǾŜȅ 
нлмоΦ Lƴ ¢ǊŀƴǎǇŀǊŜƴŎȅ LƴǘŜǊƴŀǘƛƻƴŀƭΩǎ Ǝƭƻōŀƭ survey for 2013, Serbia scored 42, up several points from the 
prior year, and enough to push it from 80th to 72nd out of 177 countries surveyed.18 According to the World 
.ŀƴƪΩǎ 9ƴǘŜǊǇǊƛǎŜ {ǳǊǾŜȅ нлмо19, released in May 2014, 18, 9% of 360 interviewed companies see 
corruption as a major constraint to doing business. The World Economic Forum Global Competitiveness 
Survey 201320 still underlines corruption as the third major constraint to doing business, right after the 
inefficient government bureaucracy and access to finance. However, when we take a look at the actual 
percentage of respondents who picked corruption as a major constraint, we can see the figure is only 
11.9%. 
 
It is interesting to mention that the survey carried out by UNDP21 in December 2013 on a representative 
sample of citizens is showing that the citizens, when asked directly about the level of corruption in the key 
institutions, have a somewhat different perspective than the businesses. 56% and 58% of respondents 
believe that the Parliament and the Government of Serbia are to a certain extent or very corrupt, while 
80% of the citizens believe that political parties are to a certain extent or very corrupt.   
 
GRAPH 26. Effects of corruption on business 
 
 
 
 

   
 
 
 
 
 
 
 

                                                        
18  Transparency International. Corruption Perceptions Index 2012 & 2013. 
19 World Bank Enterprise Survey 2013 
20 WEF Global Competitiveness Survey 2013 
21 UNDP and CESID Attitude of Serbian Citizens Toward Corruption Research Dec 2013 
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Corruption takes many forms, including bribery, blackmail and the use of private and party connections.  
The first two are reportedly on the wane.  This year, 95% of businesses said that they were never 
blackmailed by a public servant, and 90% responded that they did not give gifts/money in exchange for a 
service. Compared to the 2013 results, the answers are very similar. But compared to 2011, there is a 
significant decrease in paying the bribes ς ŦƻǳǊ ȅŜŀǊǎ ŀƎƻ ƻƴƭȅ сф҈ ǎŀƛŘ ǘƘŀǘ ǘƘŜȅ ƘŀǾŜƴΩǘ ǇŀƛŘ ŀ ōǊƛōŜΣ 
while 25% answered that thŜȅ ǿŜǊŜ ǇŀȅƛƴƎ άǎƳŀƭƭ ƎƛŦǘǎ.έ The World Bank Enterprise Survey shows slightly 
different picture: моΦо҈ ƻŦ ōǳǎƛƴŜǎǎŜǎ ōŜƭƛŜǾŜ ǘƘŀǘ άǘƘŜ ŎƻƳǇŀƴƛŜǎ ǎƛƳƛƭŀǊ ǘƻ ǘƘŜƛǊǎ ŀǊŜ ƎƛǾƛƴƎ ǘƘŜ ƳƻƴŜȅ 
ƻǊ ƎƛŦǘǎ ǘƻ ǇǳōƭƛŎ ƻŦŦƛŎƛŀƭǎ ǘƻ ƎŜǘ ǘƘƛƴƎǎ ŘƻƴŜέΣ ǿƘƛƭŜ ǘƘƛǎ ǇŜǊŎŜǇǘƛƻƴ is getting worse in case of securing a 
government contract (40%) and getting construction permits (15%). The UNDP survey shows that citizens 
are facing and/or practicing bribery more often than we find in the BEP survey of businesses: 27% of 
interviewed citizens had direct or indirect bribing experience in the second half of 2013 
 
GRAPH 27. Blackmail by a public servant 

 
 
 
 
 

 
 
 
 
 
 
 
 
The use of private connections decreased compared to 2011 and 2012, but the number of those who 
rarely use it did grow from 20% in 2013 to 27% in 2014, while those who never use it slightly decreased ς 
68% compared to 72% in 2013. But there is a perception of more corruption in securing a government 
contract ς 34% of respondents who have experience with public tenders believe that private and party 
connections are the way to win.  There is also a perception of corruption in inspections of businesses: 27% 
of respondents perceive bribery as a regular part of inspections oversight. 
 
GRAPH 28. Private connections 
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The government exhibited both commitment and conviction, and the effects are evident in the data. 
IƻǿŜǾŜǊΣ ǘƘŜ ǇƻǎƛǘƛǾŜ ǘǊŜƴŘ ŀƴŘ ŜƴǘƘǳǎƛŀǎƳ ŦǊƻƳ ǘƘŜ ƭŀǎǘ ȅŜŀǊΩǎ ǎǳǊǾŜȅ ƛǎ ǎǘŀƎƴŀǘƛƴƎΣ ƻǊ ǎƭƛƎƘǘƭȅ 
decreasing. 2015 may be a crucial year in which government actions or inactions determine the way 
businesses perceive corruption, effects of corruption to doing business in Serbia, and the willingness and 
strength of the Government to strike back.    
 
Closely connected to corruption perceptions is the perception of transparency and predictability of doing 
business. There is a continuing positive trend in the way businesses see the level of transparency and 
predictability for doing business in Serbia. Answering the question on whether they agree that these two 
key criteria for doing business increased in the last 12 months, 55% of entities replied that they 
agree/partially agree, which shows 10% higher trust of the business community in certainty and clarity of 
the business environment than in 2013, and 30% higher than in 2011. Businesses also have a significantly 
better understanding of the GoS economic growth strategy: 53% understand it fully or partially, as 
opposed to only 22% in 2011.  
 
GRAPH 28.  

 

 
 
 
 
 

 
 
 
 
 
 
 
 

 

 
 
Public procurement 
 
Effective anti-corruption policy includes establishment of an efficient and transparent procedure in 
concluding contracts with the Government. This is why, throughout the last decade, public tenders are 
continuously one of the most important and most controversial issues in Serbia. The regulatory framework 
has changed several times, and the latest law, adopted in 2012, had been implemented for only 16 months 
at the moment of doing this Survey.   
 
According to the Public Procurement Directorate, the total contracted value of all public tenders in 2013 
is 2.2 billion EUR, which equals 7.2% of GDP. However, the Survey repeatedly shows that the majority of 
Serbian companies (72%) have no experience with public tenders, and that only 10 % of surveyed entities 
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have a significant experience.  This ƛǎ ŎƻƴǎƛǎǘŜƴǘ ǿƛǘƘ ŦƛƴŘƛƴƎǎ ǊŜƭŀǘŜŘ ǘƻ ōǳǎƛƴŜǎǎŜǎΩ ǎƻǳǊŎŜǎ ƻŦ ǊŜǾŜƴǳŜΥ 
most respondents are reportedly not engaged in public sector contracting, and they do not sell to national 
or local governments. This leads to a tentative conclusion that 2.2 billion EUR is distributed among 10% to 
15% % of Serbian businesses.  On the other hand, the Public Procurement Directorate reports that the 
average number of offers per one contract in Serbia is only 2.7, which is significantly less than average 4+ 
in EU and regional countries.  
 
Does your company have experience in public tenders? 
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 Total 
Enterprise 

/entrepreneurship 
Industry Region Size 

  

E
n
te

rp
ri

se
 

E
n
tr

e
p
re

n
e

u
r 

M
a

n
u
fa

c
tu

ri
n
g 

T
ra

d
e 

S
e
rv

ic
e
s 

B
e

lg
ra

d
e 

V
o

jv
o

d
in

a 

S
u
m

a
d
ija

 a
n
d
 W

e
st

 

S
e
rb

ia
 

S
o

u
th

 a
n

d
 E

a
st

 S
e

rb
ia 

S
m

a
ll 

M
e
d
iu

m
 

B
ig

 

N 1009 880 129 346 360 303 390 255 220 144 928 62 19 

sig  0.46 0.08 0.00 0.09 

bƻΣ ǿŜ ŘƻƴΩǘ ƘŀǾŜ 
experience 

71.8 71 76 67 76 73 67 81 81 54 73 64 56 

Yes, we have some 
experience 

17.8 18 15 21 14 19 20 14 14 24 18 16 17 

Yes, we have a lot of 
experience 

10.4 11 09 12 10 09 13 04 06 22 09 20 27 

Total 100% 

 
 
When we break down the 28% that have some or a lot of experience by the size of the company, not 
surprisingly 9% of small, 20% of medium and 27% of big companies (out of total interviewed per each 
category) participated in tenders.  
 
Looking regionally, the numbers are more interesting: the region of South and East Serbia has the most 
extensive experience with public procurement.  Only 13% of Belgrade based, and 4% of Vojvodina based 
respondents have significant experience, while this percentage goes up to 22% in South and East Serbia. 
In addition, only 18% and 20% of the entities from Vojvodina and Sumadija and West Serbia have 
experience with public tenders, while in case of South and East Serbia 46% of entities participated in public 
procurements. 
 
Among the total of 28% of businesses that have participated in public tenders, the majority of 51% says 
that it takes the best financial offer to win. However, respondents also identify less virtuous means to win 
an award: exploit personal or political connections ς 34%, or resort to bribery ς 5%.    
 
GRAPH 29.  Winning public tenders 
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GRAPH 31.  Private/political connections by region and by size 

 
 

 
 
  
The figures on bribing and using connections are lower than in the previous years, but nonetheless the 
survey results continue to reflect the mistrust and cynicism. When looking at the answers from the 
regional point of view, Belgrade, surprisingly, has the least percentage of entities that believe in major 
influence of private/political connections ς 20%, as opposed to 58% in Vojvodina, 46% in Sumadija and 
West Serbia, and 36% in South and East Serbia.  Also, such perception or experience affects mostly small 
ς 44%, and medium- 32% companies, versus only 15% of big companies with the same views. 
 
Unfortunately, the best technical capacity and experience in similar jobs keeps almost the last place 
among the proposed answers ς only 6.5 % of respondents picked this criteria as the prevailing one in 
winning the tender, while 34.2% say that this never or rarely contribute to winning. Even though the law 
does not oblige the Government to decide solely or mainly based on the best price criteria, it seems that 
this is what prevails in practice. This may mean that members of tender committees are not skilled 
enough, or simply feel more comfortable and less prone to corruption accusations if they take a solid, 
numeric criteria as the main in decision-making. On the other hand it may also mean that the Government 
is not getting the best, or even good, services that fit its real needs. 
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Regulatory Framework 
 
Information about Regulations 
Businesses in Serbia know about developments in the regulatory framework today better than in any of 
the previous four years. 
 
 GRAPH 32.  Information about regulations  

 

 
 
 
 
 

 
 
 

 
 
 

 
 
 
 
 
 
 

  
 

 

 

 

 

89% of respondents said they are good, very good or excellently informed about the changes to laws and 
regulations. Compared with 2013, there is a 12 % increase in enterprises who say that they are very good 
or excellently informed, and a 6 % increase among entrepreneurs. The difference between enterprises 
and entrepreneurs is striking: 57% of enterprises (including 82% of big enterprises) say they are very good 
or excellently informed, compared with 33% of entrepreneurs. This clearly indicates that efforts to 
educate and inform businesses should be targeted at entrepreneurs.  
 
Businesses that made a loss in 2013 less often stated they have good knowledge about changes in the 
regulatory environment than those who made profit.  Businesses based in South East Serbia feel less 
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informed compared to other regions. Belgrade businesses feel better informed that businesses in any 
other region. 50% of optimists (firms that stated that they expect increases in profits, employees, and 
products) consider themselves to be well informed, as opposed to only 37% of pessimists.  

 
 

.ǳǎƛƴŜǎǎŜǎΩ .ƛƎƎŜǎǘ /ƻƴŎŜǊƴǎ 
 
As in previous years, ōǳǎƛƴŜǎǎŜǎΩ biggest concerns are financial impositions by the government: notably 
para-fiscal charges, wage taxes and contributions and VAT, followed by administrative challenges: tax 
administration and various procedures.   
 
GRAPH 33.  Businesses concerns  
 
 
 

 

 

Although VAT increased in this reporting period, there is only a one pecent increase in respondents who 
report a negative impact of the VAT on their businesses. Perception of the impact of the para-fiscal charges 
improved by seven % from 2011, which is to be expected given the 2012 reforms. There was a significant 
decline in the number of businesses who report negative impact of wage taxes and contributions (from 
81% in 2011 to 69% in 2014). It is hard to explain this decline, but perhaps it is a result of businesses being 
happy about simplification of the procedure for paying wage taxes and contributions or they are simply 
satisfied that no increase in the tax and contribution rates has been introduced. 
 
In the last three years, 62 to 65% of firms reported negative impact of the work of the Tax Administration, 
up from less than half of respondents in 2011. The number of business stating negative impact of 
administrative procedures is on a steady decline since 2012, when it was at the level of 70%, to 61% in 
2014. But in 2011 it was 62%. 
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Money and time (is money) spent on regulatory issues 
There is a continuing decline in businesses who report more money spent on dealing with regulatory issues 
than in the previous year ς from 56% in 2011 to 28% in 2014. However, it is difficult to declare this a 
success, since only 5% of businesses say they spent less money on dealing with regulatory issues than in 
previous year. Technically, one could interpret the results as further deterioration of our business 
environment, since significantly more businesses report more regulatory burden compared with the 
previous year than report less. 
 
GRAPH 34.  Money and time spent on dealing with regulatory issues   
 
 
 
 

 
 
 
 
 
 
 
 
 

 
 
 
 

As for time spent on dealing with regulatory issues, the results are more encouraging ς or less disturbing, 
depending on whether the focus is on the current result or trends. Namely, 22% of businesses surveyed 
report more time spent than in the previous year (down from 47% in 2011 and 31% in 2013) and 9% report 
less (up from 3% in both 2011 and 2013).  
 
A similar question ǘƘŀǘ ŦƻŎǳǎŜǎ ƻƴ ǎŜƴƛƻǊ ƳŀƴŀƎŜǊǎΩ ǘƛƳŜ ό% of the management time spent on dealing 
with regulatory requirements), indicates a somewhat brighter picture: senior managers are spending less 
and less time dealing with regulatory issues. 57% of respondents say management spends less than 20% 
of their work time dealing with regulatory issues (up from 46% in 2011 and 55% in 2013).  
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GRAPH 35.  Senior managers' money and time spent on dealing with regulatory issues 

 

There is one interesting observation here.  When asked to compare the situation today with situation a 
year ago (time or money spent on dealing with regulatory issues), businesses are rather critical, and 
indicate that situation now is worse than it was. But when we compare answers to the same questions 
asked in 2014 and in previous years (how much management time they burn on dealing with regulatory 
issues), without asking them to refer to previous years, results are observably more positive. It might be 
that our business respondents are fine with giving objective assessments, as long as they are not in the 
risk of praising the government.  
 
Responses on the time and money spent on regulatory issues can be checked with the question on the 
overall burden on laws and regulations. For the first time since we started the survey in 2011, we have 
more people who agree or partially agree that the burden has decreased compared with the previous 
year. In 2011, 82% of respondents disagreed that there was decrease in the burden of laws and 
regulations, while only 47% disagree in 2014. However, among other 54% with more positive views, 37% 
only partially agree that there was a reduction in the burden, while only 17% of respondents agree or fully 
agree that the burden of laws and regulations decreased in the last 12 months. 
 
GRAPH 36.  Overall burden on laws and regulations  
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What do we want? We are not sure! When do we want it? We want it Now! 
 
Asked about the change of regulations they hope most for at this moment, a large number of our 
respondents offered no answer whatsoever (37%). Others have a more clear idea: reduction of taxes, 
contributions and fees and reduction of VAT is a priority for 28% of businesses. 
 
GRAPH 37.  Change of regulations businesses hope most for at this moment 
 

 

 
 

General improvements in the regulations, better administration and introduction of e-Services are the 
priorities for 15% of respondents. Next on the list, with the support of 6% of respondents, is the change 
of the Labor Law. It is difficult to tell whether this stems from lack of information on the content of changes 
of that law enacted in July 2014 or from the view that changes did not respond fully to the needs of some 
businesses. The next concrete item on the list is dealing with informal (grey) economy. It will be interesting 
to see how this issue is reflected in the survey next year, given bold announcements about dealing with 
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the grey economy and some actions that have been already implemented (such as assigning more staff 
for the Tax Administration's field controls).  
 

Taxes 
 
Survey respondents remained critical of the tax-related regulatory framework.  In all four years of the 
survey, an overwhelming majority of businesses has reported that wage taxes and contributions and VAT 
negatively impact their businesses. Furthermore, there is consensus among the survey attendants that 
the increase of the VAT rate is the most troublesome government measure that has been implemented in 
last twelve months.   
 
GRAPH 38.   
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GRAPH 39. 

 
 
¢ƘŜ άƭƻǿŜǊέ ±!¢ ǊŀǘŜ όŀǇǇƭƛŜŘ ŦƻǊ ŦƻƻŘǎΣ ŘǊǳƎǎΣ ŀƴŘ ǎƻƳŜ ƻǘƘŜǊ ǇǊƻŘǳŎǘ ŎŀǘŜƎƻǊƛŜǎύ Ƙŀǎ ōŜŜƴ ƛƴŎǊŜŀǎŜŘ 
ŦǊƻƳ у ǘƻ мл҈ ƛƴ WŀƴǳŀǊȅ нлмпΣ ǿƘƛŎƘ Ǉǳǘ {ŜǊōƛŀ ŀƳƻƴƎ ǘƘŜ 9¦ ŎƻǳƴǘǊƛŜǎ ǿƛǘƘ ǘƘŜ ƘƛƎƘŜǎǘ άƭƻǿŜǊέ ±!¢ 
rate. In that sense, the perception of respondents is justified.   On the other hand, the basic VAT rate in 
Serbia (applied to all other products) of 20% is relatively low in comparison to other EU countries, and 
does not represent an objective threat to the competitiveness of Serbian businesses (see the comparison 
of basic VAT rates in selected countries of the region in the table below).  On the other hand, the statistics 
on number of payments and time spent, reveal that VAT-related administrative procedures represent a 
competitive disadvantage for Serbian businesses.  
Ease of Paying Taxes:  Value Added Tax (VAT)  
 

Country  Number of payments Time (hours) Statutory tax rate 

Croatia  1 52 25% 

Slovenia  1 74 22% 

Hungary  1 96 27% 

Poland  12 100 23% 

SERBIA  12 105 20% 

 
Source: World Bank Doing Busines Report for 2015 
 
The dissatisfaction of Serbian businesses with the regulatory framework related to wage taxes and 
contribution is, to a certain degree, supported by hard data and international comparison of the tax 
wedge22 . According to the World Bank study from 200823, the tax wedge on average wage in Serbia is in 
line with that of OECD and neighboring countries, but it is relatively high at lower wage levels.  The tax 
wedge at 33 % of the average gross wage in Serbia is the fifth highest among the thirty countries examined 
(see Graph below).  The tax wedge at 50 % of the average gross wage in Serbia is the ninth highest.  
Considering that around 63% of workers in Serbia have wages below the average and around 20% of 

                                                        
22 Tax wedge expresses the costs of social security contributions by employers and employees and the personal income tax of 
employees as a share of total labor costs.  
23  Does formal work pay in Serbia? , World Bank, 2008 
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workers receive the minimum wage24, it is understandable that the surveyed businesses perceive the 
labor-related fiscal burden as a competitive disadvantage.  
 
GRAPH 40.   

 

 
 
The high tax wedge at lower wage level is the consequence of the low degree of progressiveness in labor 
taxatƛƻƴ ƛƴ {ŜǊōƛŀΦ ά²ƘƛƭŜ ƛƴ Ƴƻǎǘ ƻǘƘŜǊ ŎƻǳƴǘǊƛŜǎΣ ƭŀōƻǊ ǘŀȄŜǎ ƛƴŎǊŜŀǎŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ǿƛǘƘ ǘƘŜ ǿŀƎŜ ƭŜǾŜƭ τ 
for many countries, by over 10 percentage points between 33 and 100 % of average wage level τ in 
Serbia, labor taxes increase by only 2.6 percentage poiƴǘǎάΣ ŀŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ ²orld Bank findings. 
 
Thus, any potential government measures for reducing the tax burden on labor, should take into account 
the progressiveness of the taxation, along with modification of the schemes for social contributions, and 
an inevitable increase of VAT.  
 
With regard to tax administration, Graph 39. above shows that introduction of the unified system for 
paying wage taxes and contribution is popular.  58% of respondents' positively evaluated consolidated 
payments of wage related taxes and contributions.  Extension of deadline for submission of VAT returns 
follows with the 54% of positive evaluations and submission of tax decisions by mail is on the third place 
with the 51% of positive evaluations. On the other, black side of the list, is the increase of the VAT rate, 
with 70% negative evaluation, followed by increase in penalties for tax violations (32%). 
 
 

                                                        
24  Tax Policy in Serbia ς Looking Forward, FREN,  June 2009 
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Para-Fiscal Charges  
 
Among the factors that have an impact on doing business, the lowest evaluated are different charges, and 
among them the mandatory non-tax levies, fees and charges (69% negative rating), as well as taxes and 
contributions (69%), followed closely by value added tax ς VAT (65%), tax administration (61%) and 
administrative procedures (60%). The survey also shows that the change in regulations that the business 
sector in Serbia most hopes for is the reduction of costs in the form of reduced taxes, fees and charges 
(17%). 
 
Graph 41. The Burden of Para-fiscal Charges 

 

 
 
 
Businesses report that administrative fees and fees for registration of motor vehicles are the most 
burdensome. Just the Law on Republic Administrative Fees contains nearly 230 tariff numbers, which 
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and South and East Serbia. Next is the land use charge, which was abolished since January 1, 2014, but 
amounts defined in the resolutions enacted in the years before the cancellation are still burdensome to 
businesses. Naturally, it is expected that this burden will decrease over the time. 
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Charges for use of water resources and environmental charges are generally not reported to be 
burdensome. This is probably because most of the surveyed firms are small and clustered in trades and 
services, and so they are not subjected to these non-tax impositions. 
 
Comparing to the 2013 survey results, this survey shows the same or substabtially similar burden of 
businesses caused by para-fiscal fees and charges, leading to conclusion that in the past year little has 
ōŜŜƴ ŘƻƴŜ ƛƴ ǘƘƛǎ ŀǊŜŀΦ ¢ƘŜǎŜ ǊŜǎǳƭǘǎ ǘƻ ŀ ƭŀǊƎŜǊ ŘŜƎǊŜŜ ŎƻǊǊŜǎǇƻƴŘ ǘƻ ŦƛƴŘƛƴƎǎ ƻŦ b![95Ωs analysis on 
financial impact of para-fiscal fees and charges, conducted via a questionnaire to businesses, with some 
ŜȄŎŜǇǘƛƻƴǎ ǊŜƎŀǊŘƛƴƎ ōǳǎƛƴŜǎǎ ƴŀƳŜ ŘƛǎǇƭŀȅ ŦŜŜΣ ǿƘŜǊŜ b![95Ωǎ ǊŜǇƻǊǘ ǎƘƻǿǎ an even larger burden to 
big businesses caused by this fee. Likewise, ¦{!L5 .9tΩǎ ǎǳǊǾŜȅ results largerly correspond to official 
Treasury data on the largest amounts of paid non-tax fees and charges, with some exceptions regarding 
fees for registration of motor vehicles, where these data show a somewhat smaller burden caused by this 
fee compared to other fees and charges. 

 

Administrative Procedures 
 
While there has been some improvement in the last two years, businesses continue to rate administrative 
procedures as among the most negative aspects of the regulatory framework. 
 
NEGATIVE ratings for various aspects of regulatory framework that influence business in Serbia (across 
waves) 
 
*due to unequal number of missing values in 2011, 2012, 2013 and 2014 surveys, percentages were 
recalculated to exclude missing values in order to achieve comparability 
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GRAPH 43.  Administrative procedures  
 

 
 
 

 
 
 

 
 
 
Asked more specifically about the most burdensome administrative procedures due to their duration and 
frequency, most businesses are in the dark.  41% of surveyed businesses did not answer the question on 
most burdensome procedure in terms of duration and 46% did not answer the question relating to 
frequency.  7% and 8% respectively answered "none". 
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GRAPH 44.  Most burdensome administrative procedures due to their duration and frequency 
 

 
 

 
 
 

 
 

 
 
 
 

 
 
 

 
 

 
 
 
 

 
 

 

 

Among those who provided answers, obtaining licenses and certificates is the burden number one in terms 
of duration.  Tax administration and registration/deregistration of employees are on the second and third 
place, respectively.  Paying taxes and contributions for employees is on the top of the list with regards to 
the frequency, followed by VAT and other tax administration procedures. 
 
 

Inspections  
 
The 2014 Business Survey shows that there is a continued decrease in the administrative burden to 
businesses caused by inspection oversight. In 2014, business managers spend less time in dealing with 
inspections, which leaves them more time and energy to deal with development of their business.  
Management spent 12 hours on average dealing with inspections.  In 2012 management spent 34 hours 
ς so there has been an approximately two-thirds reduction in this burden.   
 
This decrease in burden of inspections is reflected in business perception of inspection oversight as 
obstacle for doing business in Serbia. LƴǎǇŜŎǘƛƻƴǎ ƳŀƴŀƎŜŘ ǘƻ ǊŜǘŀƛƴ ƭŀǎǘ ȅŜŀǊΩǎ ƛƳǇǊƻǾŜŘ Ǉƻǎƛǘƛƻƴ ƛƴ 
business perception of negative ratings for various aspects of regulatory framework that influences 
business in Serbia. The 2014 results show that 28% of businesses assessed inspection oversight negatively 
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(very similar to 2013 ς 25% negative), showing sustainable improvement comparing to 2012 (43% 
negative).  
 
These improved results are likely the result of a combination of a lack of resources in the inspectorates 
and reforms and restructuring that certain inspections undertook. One reason for alleviation of the 
administrative burden of inspections is a lack of resources for staff and human resource development, 
lack of vehicles and gasoline, and other financial constraints that inspections face. 
 
Some inspectorates, particularly market inspection and food safety inspections, conducted reforms in 
accordance with good international practice and EU standards.  Market inspection, which is one of the 
three biggest inspections, conducted comprehensive restructuring of their operations, and it appears that 
this reform is ǊŜŦƭŜŎǘŜŘ ƛƴ ǘƘƛǎ ȅŜŀǊ ǎǳǊǾŜȅΩǎ ǊŜǎǳƭǘǎΦ  The Market Inspectorate has implemented some 
aspects of risk-based inspection, made more efforts in prevention and conducted continuous professional 
development and trainings.  This approach provides better protection to the public while at the same time 
reducing administrative burdens on businesses.  The USAID Competitiveness project shows that other 
inspectorates are also reforming: 54% of interviewed inspectorates asserted that have introduced or are 
in process of introducing risk-based inspections. Under the future Law on Inspection Oversight, all 
inspectorates will be required to introduce and develop risk-based inspection.  
 
Table 3 . Inspection Statistics 

  2011 2012 2013 2014 

Average amount of fines imposed нмну ϵ мсрр ϵ усу ϵ 2022 ϵ 

Average amount of time (in hours) spent by management 70 34 17 12 

Average number of visits in the year before 5.5 4.8 3.1 2.2 

Average number of visits in the current year 6.0 3.8 2.1 1.6 

 
Unfortunately, the survey results show that inspections continue to be penalty-based, and have a long 
way to go to become compliance-based.  Almost 40% of businesses reported that inspections are often 
ordered or required to find a reason to collect the fine or initiate a penalty procedure.  There has also 
been a significant increase in average fines imposed as result of inspection oversight ς by about 2.3 times.  
Large Belgrade-based enterprises paid the greatest average fines, with rural entrepreneurs, particularly 
traders, paying the least. 

 
Graph 45. Amount of fines imposed as the result of inspection: Average values 
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As expected, the most frequent inspections were the three biggest: Market Inspection, Labor Inspection 
and Tax Inspection. According to the results ƻŦ ǘƘŜ ¦{!L5 /ƻƳǇŜǘƛǘƛǾŜƴŜǎǎ tǊƻƧŜŎǘΩǎ ǎǘǳŘȅ, these three 
inspections in total oversee implementation of 337 pieces of legislation and regulation, and cover all 
business subjects. 

 
Graph 46 . Most Frequent Inspections in 2013 and 2014 

 
 
 

 
 
9ƴŎƻǳǊŀƎƛƴƎƭȅΣ ŀǎ ƛƴ ǇǊŜǾƛƻǳǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΣ in 2014 a majority of respondents believe that inspectors are 
well-trained, and that relevant regulations are accessible and clear.  Approximately three-fourths of 
businesses report that inspectors are well-trained and polite (in the 2013 survey it was two-thirds), while 
60% believe that regulations are clear and easily accessible. 
58% of respondents answered that inspections have a warrant that is provided to inspected businesses. 
These data precisely correspond with the USAID Competitiveness ProjectΩǎ Řŀǘŀ ǎƘƻǿƛƴƎ ǘƘŀǘ рт҈ ƻŦ 
interviewed inspections stated that they act under warrants.  
 
Nearly half of the interviewed businesses responded that inspections provide information, advice and 
technical assistance to enable businesses to timely comply with the regulations, which shows results from 
efforts invested in strengthening the prevention role of inspections. 
 
When it comes to honesty and integrity among the ranks of inspectors, the majority of businesses report 
that they paid no bribe or other gratuity, while 22% paid a bribe, which is consistent with findings from 
NALED, UN and other independent research and surveys.  One third also reported that the complaints 
mechanism is effective. Providing businesses with a mechanism to report dissatisfaction or wrong-doing 
is at the core of corruption prevention, and it is critical to promoting efficiency and transparency. 
 
Businesses are greatly troubƭŜŘ ōȅ ǘƘŜ ƎǊŀȅ ŜŎƻƴƻƳȅΣ ŀƴŘ ŘƻƴΩǘ ŦŜŜƭ ǘƘŀǘ ƛƴǎǇŜŎǘƛƻƴǎ ŀǊŜ ŜŦŦŜŎǘƛǾŜƭȅ 
protecting them from unfair competition.  Only 30% of interviewed businesses reported that inspections 
effectively protect them from unfair competition.  And businesses state that the grey economy as the 
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fourth biggest problem for doing business (62% negative), Thus a systematic approach, with close 
coordination and cooperation among inspectorates and other government institutions, is needed to 
combat the gray economy. 
 
Another big issue is inspection coordination ς 41% of interviewed businesses believe that inspections are 
well coordinated, while, on the other hand, according to the USAID Competitiveness Project, 20% of 
inspectorates assess coordination as good and 80% as good enough. 

 
Graph 47 Φ 9Ǿŀƭǳŀǘƛƻƴ ƻŦ ƛƴǎǇŜŎǘƻǊǎΩ ǿƻǊƪ 

 

 
 
 
While a continuous reduction in the number and frequency of inspections is welcome news, we should 
remain aware that inspections are necessary to protect citizens and the market. Thus, there is a continuing 
need for inspections reform to make inspections more transparent, risk-based and more oriented toward 
combatting illegitimate economy. 

 

Construction permits 
 
Serbia achieved what many thought impossible ς to further faƭƭ ƻƴ ǘƘŜ ²ƻǊƭŘ .ŀƴƪΩǎ 5ƻƛƴƎ .ǳǎƛƴŜǎǎ list ς 
from 183rd place in the 2014 edition to 186th in edition for 2015. Below Serbia are two countries with 
raging wars and Eritrea. Does our Business Survey corroborate these abysmal results in the Doing Business 
report?  
 
We first note that the number of respondents to the construction permitting battery of questions is limited 
to the businesses that were engaged in constructing a building in previous two years, which is a fraction, 
4.5% of the total number of respondents. However, the number of businesses who reported negative 
effects of too complicated construction permitting procedure is six times bigger than number of 
businesses that were involved in a construction. This is a good illustration of the huge multiplicative impact 
that construction sector has on other industries. 
 
Probably most interesting question is how long it takes businesses to obtain a construction permit.  The 
average time for 2014 Survey respondents is 8.2 months ς down from 9.3 months in 2013, 12 months in 
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2012 and 19 in 2011.  However, there is one important consideration here: in 2013, when the average 
time for the whole Serbia was 9.3 months, it took 14 months to obtain the construction permit in Belgrade 
(about twice as much time as it took businesses in Vojvodina).  The 2014 Survey results paints a brighter 
picture for the City of Belgrade: 8.5 months as opposed to the national average of 8.2 months ς still more 
than in Vojvodina (7.7 months), but less than in Sumadija and Western Serbia (8.8 months).  
 
Graph 48 . Construction permits  

 

The graph above shows that 85% of respondents consider costs related with construction permits 
excessive. This is an increase from 81% in 2013.  On the other hand, the number of respondents who see 
time needed to obtain the permit as reasonable increased from 2013 by 6 percentage points, to 41% - still 
well under 50%.  
 
How do these results transpose to the real life?  Data of the Republic Statistics Office show that number 
of construction permits issued in the 12 month prior to our survey (September 2013 ς August 2014) was 
7,561 ς just under 5% bigger than the number of permits issued in the same period a year earlier.  This is 
ƘŜŀƭǘƘȅ ƎǊƻǿǘƘΣ ōǳǘ ƘŀǊŘƭȅ ŜƴƻǳƎƘ ƎƛǾŜƴ {ŜǊōƛŀΩǎ ƴŜŜŘǎ ŦƻǊ ƴŜǿ ƛƴǾŜǎǘƳŜƴǘǎΣ ŀƴŘ ƴƻǘ ŜǾŜƴ ŎƭƻǎŜ ǘƻ млΣпун 
construction permits issued in 2008. 
 

Enforcement system ς ǎǘƛƭƭ άǳƴŘŜǊ ŎƻƴǎǘǊǳŎǘƛƻƴέ  
 

Over the last few years, a great deal of effort has been made to increase the efficienŎȅ ƻŦ {ŜǊōƛŀΩǎ system 
for enforcement of court judgments and other enforceable documents.  This resulted in an improved 
perception of the enforcement system in general. For example, the number of businesses that negatively 
rated enforcement in Serbia plunged by a quarter (20 points) during the 2011 to 2013 period.  
  
However in 2014 the improvements in the survey results came to a halt. Businesses become more 
ǇŜǎǎƛƳƛǎǘƛŎ ŀōƻǳǘ ǘƘŜ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ǘƘŜ ŜƴŦƻǊŎŜƳŜƴǘ ǎȅǎǘŜƳΦ ¢Ƙƛǎ ƛǎ ǘƻ ǎŀȅ ǘƘŀǘ ǘǿƻ ΨƴŜƎŀǘƛǾŜΩ ǎǘŀǘŜƳŜƴǘǎ 
we proposed ς ΨǾŜǊȅ ǇƻƻǊΩ - total legal and economic insecurity; court decisions are not enforced, and 2) 
ΨǇƻƻǊΩ - legal and economic insecurity; some decisions are enforced and some are not ς make up two thirds 
of all the answers. This indicates the rather high level of mistrust of the judiciary, as the number of 
companies that believe they enjoy legal and business security and that court decisions are mostly 
enforced, i.e. that there is perfect legal and business security, stands at an almost negligible 1%. 
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Graph 49. Enforcement system   
 

Rating the enforcement system aggregate results 2014  

 
 

Rating the enforcement system aggregate results 2011 ς 2014  

 
 
When analyzed further, however, one can observe that the number of respondents giving evaluations is 
very limited, since less than a half of business provided a valuable answer. Once the respondents that 
ŘƛŘƴΩǘ ŦƛƴŘ ǘƘŜ ǉǳŜǎǘƛƻƴǎ ŀǇǇƭƛŎŀōƭŜΣ ǊŜŦǳǎŜŘ ǘƻ ŀƴǎǿŜǊ ƻǊ Ƨǳǎǘ ŘƛŘƴΩǘ ƪƴƻǿΣ ŀǊŜ ǊŜƳƻǾŜŘΣ ǘƘŜ ǊŜƳŀƛƴƛƴƎ 
answers indicate more positive results.  
 
The level of negative impressions is especially strong within the category of manufacturing companies, 
where almost half of the companies interviewed rated the system as poor or very poor. Data is additionally 
confirmed once combined with the period of time needed to enforce, where 17% of total number of 
manufacturers (with even every third meŘƛǳƳ ǎƛȊŜŘ ƻƴŜύ ǿŜǊŜƴΩǘ ŀōƭŜ ǘƻ ŜƴŦƻǊŎŜ ŀǘ ŀƭƭΦ ¢ƘŜ ǊŜǎǳƭǘ ǎǘŀƴŘǎ 
better with the service providing companies, where only one in a four stated how enforcement system is 
poor.  
 

Table 3: ratings of the enforcement system by sectors (in %) 

  Industry 

  Manufacturing Trade Services 

Very poor 16 11 6 

Poor 29 25 16 

Sum - 45 36 23 

Good 16 13 15 

Sum + 4 3 5 

Very good 3 3 3 
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Excellent 1 1 2 

Not applicable to our business 26 36 43 

5ƻƴΩǘ ƪƴƻǿ 9 10 12 

Refusal 0 1 3 

 

We can note that the impressions are quite similar across all regions (Vojvodina at 40% of negatives, 
~umadija and West Serbia 39%, South and East Serbia 42%); except in Belgrade, where least negative 
opinions were stated (27%).  Such an outcome is to some extent logical, concerning the level and 
importance of businesses operating in the capital city. One may conclude that enforcement infrastructure 
in Belgrade is remarkable and well structured, but also that the local businesses are more familiar with 
the best practices and tools valuable in enforcing claims (e.g. the Professional Enforcement Officers). 
 

Table 4: regional ratings of the enforcement system (in %) 

  Region 

 Belgrade Vojvodina 
Sumadija 

and West Serbia 
South 

and East Serbia 
Very poor 8 13 12 15 

Poor 19 27 27 27 

Sum - 27 40 39 42 

Good 15 16 12 15 

Sum + 5 3 4 3 

Very good 4 3 2 1 

Excellent 1   1 2 

Not applicable to our business 38 26 36 37 

5ƻƴΩǘ ƪƴƻǿ 12 14 9 3 

Refusal 3 1 1 1 

 
The negative perception of the enforcement system is additionally mitigated by the responses on the 
duration of the enforcement procedure. Although when asked about the time needed to enforce, most 
businesses (every third one) responded that they did not enforce the debt (still in the procedure), and one 
third of respondents took from 6 months to three years, we must note that one fifth of companies that 
did attempt enforcement managed to successfully collect their claims within only 6 months. Combined, 
we see that majority of the companies enforced claims within three year period of time.  
 
²Ŝ Ŏŀƴ ŜƳǇƘŀǎƛȊŜ ǘƘŀǘ ŜƴǘǊŜǇǊŜƴŜǳǊǎ ǊŜǇǊŜǎŜƴǘ ǘƘŜ ŎŀǘŜƎƻǊȅ ǿƛǘƘ Ƴƻǎǘ ǊŜǎǇƻƴŘŜƴǘǎ ǘƘŀǘ ŘƛŘƴΩǘ ŜǾŜƴ 
need to attempt enforcement, suggesting that they are collecting well (this may be because, as previously 
discussed, they rarely trade outside their municipality). 
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GRAPH 50. Time needed to enforce a claim  
 
 

 
 

 
Finally, we must add that despite the mostly negative responses, the level of optimism expressed by the 
businesses remains steady at 30% of total respondents.  

 

Hiring and Labor Law 
 
The BEP Survey results on number of data more or less reflect the statistics on all employers registered in 
Serbia.  According to the statistics, 64% of businesses in Serbia employ up to 3 employees, 17% employ 3ς
5 employees, and 19% of businesses employ more than 5 employees.   The BEP Survey does not include 
businesses with three or less employees, and the sample is set forth in the following graph: 
 

GRAPH 51. Businesses included in BEP survey   
 

 
 
 

Types of employment contracts: Permanent VS Temporary  
Many people in Serbia believe that employers mostly employ workers with fixedςterm contracts, and a 
permanent contract is usually considered to be a άdream come true.έ  However, the results of this 
survey show that the opposite is true. There are significantly more permanently employed workers, and 
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this has been the case in all years of the BEP Survey.  In fact, nine out of 10 workers are permanently 
ŜƳǇƭƻȅŜŘΦ  /ƻƳǇŀǊŜŘ ǘƻ нлмоΣ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ ǎƘƻǿǎ ŀ ŘŜŎǊŜŀǎŜ ƛƴ ǘƘŜ ŀǾŜǊŀƎŜ ǎƘŀǊŜ ƻŦ ǘŜmporary 
employed workers (from 11% to 8.9%), and an increase in the average share of permanently employed 
(from 89% to 91%).  Smaller firms tend to have less temporary employees.  

 
GRAPH 52. Temporary employed workers, 2014 

 

 

 
 

 

 
 

G      GRAPH 53. Permanently / Temporary employed  
 

 

Business Survey 2013 
 

 

Business Survey 2014 
 

 
 
 

Up to 5 total number of employees 

Have temporary
employed

No temporary
employed

6-10 total number of employees 

Have temporary
employed

11-20 total number of employees 

Have temporary
employed

No temporary
employed

More than 20 total number of 
employees 

Have temporary
employed

No temporary
employed

permanently
employed

temporary
employed

permanently
employed

temporary
employed



 

54 
 

 
  

1%

38%

28%

17%

16%

3%

49%

22%

13%

13%

3%

47%

23%

14%

13%

1%

43%

26%

14%

15%

No  permanently employed

Between 1 and 5  permanently employed

Between 5 and 10  permanently employed

Between 10 and 20  permanently employed

More than 20  permanently employed

2011

2012

2013

2014

41%

34%

12%

8%

5%

65%

25%

4%

3%

3%

72%

20%

3%

2%

2%

75%

17%

4%

2%

2%

No  temporarily employed

Between 1 and 5  temporarily
employed

Between 5 and 10  temporarily
employed

Between 10 and 20  temporarily
employed

More than 20  temporarily employed

2011

2012

2013

2014



 

55 
 

However, recently adopted changes to the Labor Law, are expected to significantly affect Labor Law 
flexibility and to stimulate more employment.  The Labor Law changes also make it easier to hire short-
term employees and increase the maximum length of fixed-term contracts from one year to two years, 
which should lead to an increase in temporary employment which should mainly benefit young workers.  
Since the Survey was conducted in September 2014, businesses were not able to evaluate with certainty 
the influence of adopted changes, or the level of impediments to hiring.   
 
GRAPH 54. Employees with contract but without employment relationship  

 
  

 
We also explored how many people work based on contracts without an employment relationship (e.g. 
internships, services contracts, etc.).  In other words, do the employers misuse this type of contract as 
well?   However, the vast majority of employers (84%) said they had no employees with contract without 
an employment relationship.    
 
The 2014 Survey shows little change in the levels of employment.  In 2013, most firms reported they have 
no intention to increase employment in 2014.  And in fact in the 2014 survey 61% of businesses stated 
ǘƘŀǘ ǘƘŜȅ ŘƛŘƴΩǘ ŎƘŀƴƎŜ ƴǳƳōŜǊ ƻŦ ŜƳǇƭƻȅŜŜǎ ƛƴ ƭŀǎǘ мн ƳƻƴǘƘǎΦ /ƻƳǇŀǊƛƴƎ ǘƻ нлмоΣ ǘƘŜǊŜ ŀǊŜ мн҈ ƳƻǊŜ 
employers who decreased number of employees (20% of employers who decreased number of 
employees). 
 
GRAPH 55. Changes in the number of employees  
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Staffing decisions are tied to the economic outlook, but they are also influenced by labor policy and law.   
The World Economic Forum Global Competitiveness Report ranks labor market efficiency in Serbia 119th 
out of 144 economies.   For labor market flexibility, Serbia ranks 91st, which is way behind Albania (87), 
Romania (77), Bulgaria (45), and Macedonia (21), but still better than Croatia (116), Germany (104)and 
Austria (95).  {ŜǊōƛŀΩǎ ǿƻǊǎǘ Ǉƻǎƛǘƛƻƴǎ ƛƴ ǘƘŜ ǊŜǇƻǊǘ ŀǊŜ ŎƻǳƴǘǊȅ ŎŀǇŀŎƛǘȅ ǘƻ ǊŜǘŀƛƴ ǘŀƭŜƴǘ όмпмύ ŀƴŘ ŎƻǳƴǘǊȅ 
capacity to attract talent (143).   
 
Thus it is no surprise that in the 2014 Survey, businesses rate Labor Law procedures and requirements as 
still negatively impacting their businesses, but wages and contributions affect them more negatively 
(although somewhat less than in previous survey (72%). Also, 74% of businesses say that wages taxes and 
contributions affect negatively to the competitiveness of their business, and it is a red light to the policy 
makers in Serbia.  

 
GRAPH 56. Impact on business  
 

 

 
 
 

 
 
GRAPH 57. Impact on business competitiveness  
 

 
 
Businesses that have not hired new people state two main reasons for that: no need for new workers, and 
amount of taxes and social contributions.  
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GRAPH 58. Reasons for not hiring new workers    
 

 
In terms of the burden of administrative procedures in hiring, the duration of registration and 
deregistration of employees stand out ς this burden is worse than last year. This is puzzling, having in mind 
that Serbia now has a fully functioning eςsystem: the Central Register. However, it could be explained by 
cynicism toward reforms, i.e. difficultly accepting that the reforms are real and will be long-lasting ς the 
Business Survey 2015 will show whether businesses have accepted and appreciate this reform. 
 
Speaking of administrative procedures burden, in terms of frequency, contributions and taxes for 
employees dominate, and its negative impact seriously increased comparing to the previous year.    
 
GRAPH 59. Administrative procedures     
 
Burdensome in terms of duration   Burdensome in terms of frequency 
 

           
 
 
But as already mentioned, in July 2014, Serbia adopted and started to implement changes to the Labor 
Law, and this should lead to improvements in labor market efficiency.  Perhaps this is the reason that 26% 
of employers plan to employ new workers in 2015.  
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GRAPH 60. New employees      
 

 
 
 
Collective bargaining is one of the most important issues in the labor legislation, and the one that could 
cause collapse of the Labor Law reform.  But it is clear that there is little employer representation for 
collective bargaining (or other social dialogue).  In fact, the only representative association for collective 
bargaining has only 5% of employers as members.  It seems clear that there should be no sector level or 
national level collective bargaining with this level of representativeness (and in fact it would appear to be 
nearly impossible for any chamber or association to meet the 50% threshold for extension of a sector level 
collective bargaining agreement). 
 
GRAPH 61. Members of associations  

 
 
Evaluating Government measures, implemented in the last 12 month, 52% of businesses stated that they 
are neutral in terms of the effect of the amendments to the Labor Law.  This is not surprising, because the 
survey was conducted in September 2014., barely a month and a half after the amendments started to be 
implemented.  Although it is encouraging that 23% positively evaluated the adopted changes to the Labor 
Law, better results are expected in the next survey.  
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GRAPH 62. Government measures   

 

 
 
The reform that businesses recognized and appreciated the most in last 12 months is consolidated 
payment of taxes and contributions.  58% of businesses evaluated this reform positively.  On the other 
hand, only 27% of businesses positively rate the adoption of stimulating measures for employment.  This 
may mean that businesses either not informed well enough about the measures, or those measures were 
not stimulating enough.   
 
When asked about reforms that they most desire, surveyed businesses rated highest a decrease in taxes, 
contributions and fees.  This is not surprising since they identified wage taxes and contributions as one of 
the biggest obstacles for hiring and one of the most burdensome issues for doing business.  
 
GRAPH 63. Improvement of reforms    
  
Which of the listed items should be improved firstly in order to improve your business?  

 

 
 
 

Improving the business environment ς Expectations and Priorities for the Future 
 
We have measured level of optimism of Serbian businesses by asking them about their expectations in 
terms of introduction of new products, hiring new people and profits. In two out of these three criteria, 
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Don't know/ Refusal
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there is an observable optimism. For the last three years, we see an increase of businesses who expect to 
make profits within next 12 months: from 34% in 2012 to 43% in 2014, but still below 51% we measured 
back in 2011. It is similar with hiring expectations: 26% or respondents stated they plan to employ more 
people, which is up from 19% in 2012, but still under 31% level in 2011.  Only 31% of businesses surveyed 
expect to be introducing new products within next 12 months ς down from 52% in 2011 and 35% in 2013. 
This raises concerns in terms of where this expected growth in other segments is going to come from. 
Hopefully it will come from improvement in productivity and access to new markets. 
 
GRAPH 64. Expectations in the next 12 months  

 

 
 
 
 
 

 
 
 
 

 
 

Digging deeper into the data, we see that big companies expect a more volatile year ahead than smaller 
businesses: 45% of big companies expect increase in the number of employees, while 22% expect decrease 
in the work force.  For the all surveyed businesses, the numbers are more modest: 26 and 13%. Big 
companies expect either increases or decreases in their work forces, and less than a third expects to keep 
same number of employees.  On the other hand, more than 50% of medium sized enterprises and around 
60% of small enterprises and entrepreneurs expect to keep same level of staff through the next year.  The 
manufacturing sector is in the worst condition, as 13% of its businesses expect to have to cut on their 
employment numbers, compared to 8% in the trade and services sectors.  

 
There are many daunting problems for businesses in Serbia, but six of them stand out.  These six problems 
are recognized as priorities by more than 60% of all businesses participating in this survey.  
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And now I will ask you about your expectations in the next 12 months 
regarding various aspects of business, and I kindly ask you to tell me 
if you expect increase, decrease or no change in that area/aspect. 
What are your expectations for the next 12 months regardingȣ 
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GRAPH 65. Problems for business in Serbia  

 
 

 
 
 

The άBig Sixέ list is a combination of overly cumbersome administrative procedures and fiscal impositions, 
with quasi-fiscal charges having both of these elements. The grey economy is an exception in this sense, 
as it is not related to either an administrative procedure or a financial imposition.  It is rather a symptom 
of the other problems and a frustration expressed by businesses that the government has not focused on 
ensuring the even playing field for all market participants.  Monopolies, ranked in the 8th position, are 
another form of the same problem. 
 
Looking a bit deeper into the answers on the top priority ς quasi-fiscal charges ς we can see that 
enterprises tend to complain about it more often than entrepreneurs do. This is probably reflection of the 
fact that entrepreneurs got an exemption from paying firmarina ς one of most unpopular para-fiscal 
impositions. For similar reasons, the results show that manufacturing companies see quasi-fiscal charges 
as less of a problem than the services sector does.  It is also interesting to observe that business outside 
of Belgrade more often report negative impact of para-fiscal charges than their colleagues in Belgrade do. 
 
While previous data is more focused on Government's responsibilities for the business environment, we 
also surveyed businesses on economic factors that influence their competitiveness. We simply asked them 
which of the listed items should be improved first in order to improve your business and what would be 
the first item to be improved. 
 
GRAPH 66. Ways to improve business   

 
 

Which of the listed items should be improved firstly in 
order to improve your business? What would be the first 
item to be improved? 
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Somewhat surprisingly, exchange rate volatility is the single most frequently cited priority and the one 
most like to be among first three priorities.  A related problem, inflation, is ranked third, and it is among 
first three picks for almost half of respondents. If we would add up mentions of illiquidity constraints and 
lack of non-bank financial institutions to the poor access to finances, we would have that category at the 
fourth place on our chart.  

One conclusion seems to emerge ς businesses hope for the growth in Serbia to come either from lower 
taxes or from improving administration and removing regulatory impediments to doing business. Given 
the fiscal situation, one could argue that there is only one way forward.  
 

Macroeconomic Policy & Finance 
 
The survey asks businesses how 12 key macroeconomic factors affect their competitiveness.  In the 
responses from all four years of the survey the general common theme is that businesses cherish stability 
and loathe unpredictability.  In each of the past four years an overwhelming majority of businesses have 
reported that inflation, exchange rate volatility, and interest rate volatility are the most damaging 
macroeconomic factors to their competitiveness.  On the fiscal policy side, the VAT rates and wage taxes 
and contributions are perceived as the biggest threats to businesses. Illiquidity constrains and limited 
access to finance fall into the third category of threats to businesses. Such perceptions are only to a certain 
extent supported by hard data. 
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