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FROM THE EDITOR 

ant to know why we publish so many articles 
on transition? Simply because a lot can go 

wrong. The spotlight of this issue is on addressing 
that challenge. Namely, the issue starts with the 

introductory article written by economic science 
doyen Prof. Lj. Madžar. The article is only the first 

part of a broad discussion Prof. Madžar opens concerning the 
perils of misused and/or abused government interventionism, which will be 
published in the following issues. Subtly interweaving interesting parts from 
postwar Yugoslav literature on fight for freedom, he opposes liberal thought 
against antiliberal orientation in time of recession.

In Organization and management section, N. Janićijević and M. 
Milovanović explore rather complex relation between the organizational 
culture and teffects ICT has on decentralization. The authors analyzed possible 
culture types and concluded that, in extreme cases, people culture leads to high 
decentralization, while role culture lead to highly centralized organization. 

In the first paper in section Finance, S. Stojadinović, M. Jakšić, and V. 
Todorović present the research on the influence of FDI on trade in CEE transition 
economies. Their findings potentially change the perception of investment and 
trade flows of these countries and provide new perspective for the analysis of 
trade and investment.

In the next paper in this section, I. Domazet and I. Simeunović explore 
company’s fiduciary responsibility for the automobile liability insurance 
imposed by particularities of financial services. The authors also present 
the results of the market research considering attitudes of vehicle insurance 
services users in selected Western Balkans countries. 

In Transition and restructuring section, M. Filipović, M. Nikolić, 
and S. Cvetanović analyze entrepreneurial sector in Serbia as a basis for 
competitiveness improvement. The authors examine conditions and tendencies 
in this sector since the emergence of global economic crisis. They particularly 
focus on the so-called “gazelles” presenting the driving force for innovation 
and overall economic development. 

In the following paper, N. Savić, M. Džunić, and I. Brkić conduct 
comparative analysis of clusters contribution to economic development in 
selected SEE countries. The analysis reveals that knowledge-intensive services, 
creative industries and life science show strong positive correlation with GDPpc.

Don’t miss this issue’s big idea presented by N. Mrđa in Information 
technology section. His paper deals with application software for measuring 
capital return rate via successive company valuation. The author presents 
powerful financial tool for tracking the realization of the business plan and 
decision making based on monthly review of relevant financial information.

Prof. Dragan Đuričin, Editor in Chief



KOPAONIK CONSENSUS 2015
Only fast and deep reforms can enable  

Serbia to play to win, instead of playing to play
Serbia’s economy does not ensure sustainable growth 
and employment. Such a situation is a consequence of 
misconceptions and flaws in transition strategy as well as 
economic policy platform that have persisted for a quarter-
century. In 2014 GDP fell by 1.8%, investment fell by 2.7%, 
while fiscal deficit reached 6.6% of GDP. Meanwhile, public 
debt surpassed 70% of GDP. In Q4 2014 negative trends were 
halted, and fiscal deficit strongly declines as consequence 
of fiscal consolidation. However, in Q1 2015 there are still 
not enough reasons for qualifying the previous trends as 
a start of sustainable growth path.

Trying to escape the middle-income trap at the 
beginning of the 1990s Serbia fell into transition trap from 
which it has not escaped so far. Deindustrialization followed 
by financialization of the economy opened profound flaw 
in the economic system. Economic policy predominantly 
based on monetary policy (inflation targeting) is not capable 
of solving the problem of low economic base. 

The outcome is an economy largely dependent on 
import and foreign savings and highly vulnerable to external 
risk factors, without significant advantages that could allow 
it to escape from threats and capitalize on opportunities 
brought by changes.

Negative trends can be stopped only by refocusing 
social energy from distributable to entrepreneurial mindset, 
from speculative to real investments, while hitting the lost 
level of production and income requires knowledge and 
motivation of relevant social groups, especially statesmen, 
entrepreneurs, technocrats and unemployed young people.

The start of fiscal consolidation (introduction of 
austerity measures and fiscal discipline) was the crucial event 

for the economy in 2014. Policy of “hard budget constraint” 
and fiscal discipline are prerequisites for the mid-term 
sustainability of the state functioning and implementation 
of structural reforms. The legacies of long regression are of 
such a nature that only fast and deep reforms can provide 
turnaround, i.e. growth of economic base, catching up with 
developed economies, and convergence effect.

The crisis in the EU should not slow down reforms 
in Serbia. Measures aimed at eliminating negative effects 
of sovereign debt crisis, decrease of bank activities, and 
recession accompanied by deflation in the EU must be 
carefully followed up. Also, the effects of geopolitical 
spillover on economy are seen as a very sensitive issue, 
particularly from the perspective of small economies 
that are highly dependent on import (energy and 
technology, primarily) as well as foreign savings. Different 
positions in monetary policies in the USA (restrictive 
policy through tapering) and the EU (stimulating policy 
through quantitative easing), currency war, demand and 
investment squeeze are phenomena that the Government 
and the NBS must address with original, effective and 
coordinated responses.

In uncompetitive economy in a country burdened 
by debt austerity policy is inevitable. In order to overcome 
structural crisis, Serbia should, first of all, turn to itself. Own 
capabilities should be at the core of the vision for new 
industrialization and, based on it, modernization of the 
society in the period 2015-30. The implementation of that 
vision depends on new growth model and new platform 
for conducting economic policy. Since it strives toward EU 
integration, the vision of development of Serbia must be in 



line with strategic directions and corresponding mechanisms 
of budgetary policy and macro management in the EU. 

At this year’s Forum we have again confirmed a 
paradox that “while Serbia is becoming politically closer 
to the EU, its economy is still gravitating away from it” due 
to structural imbalances and inadequate macroeconomic 
fundamentals of the system. The mission of the Forum is to 
exert constructive pressure on the government to, in parallel 
with political and normative convergence toward the EU, 
besides unavoidable but insufficient policy of strong fiscal 
discipline, turn to economic reforms to provide economic 
base increase.

Serbia has to continue with structural reforms until it 
definitely reaches the path to sustainable development, with 
the economy that is competitive and fully compatible with 
the EU. The credibility of fiscal consolidation is confirmed by 
the IMF’s approval of precautionary stand-by arrangement. 
Also, good news for Serbia is that international financial 
institutions (notably, the World Bank and EBRD) are willing to 
finance programs of restructuring of large public enterprises, 
as well as investments in infrastructure development. Fiscal 
consolidation is only the first step in the implementation 
of reforms. Austerity measures that are not accompanied 
by the reform of government, restructuring of the public 
sector and private investment quickly lead to a new explosion 
of budget deficit and sovereign debt. Without structural 
reforms, austerity measures cannot provide growth and 
sustainable employment.

Unfortunately, socially sensitive problem of the 
transformation of companies under restructuring is 
rescheduled to 2015 although the adoption of new regulatory 
framework (the Labor Law and the Law on Privatization) 
has enabled its completion. This task must be accomplished 
as soon as possible. In the case of business-controversial 
companies (companies that report losses despite their profit-
making potential) that could attract the interest of buyers/
strategic partners the best option would be to undertake 
their privatization. If it turns out that these companies 
do not have buyers/partners nor internal capabilities to 
continue with production, it is advisable to consider their 

liquidation. However, a true start of reforms this year will 
be marked by the reform of the government in terms of 
public administration reform and restructuring of public 
enterprises. The public administration is characterized by 
a human resources paradox, namely, too many inadequate 
people and not enough adequate ones. Serbia needs small, 
motivated and efficient public administration. Efficient 
government should have adequate administrative capacity 
to, inter alia, deploy so far approved funds for investment 
granted by international financial organizations and friendly 
countries (more than EUR 3.5 billion) which have not 
been activated due to sluggish administration and lack of 
knowledge in the field of project management. Also, the 
public administration should be empowered to as soon 
as possible create physical and conceptual infrastructure 
compatible with the EU. Normally, this would also require 
an appropriate budgetary policy and macro management 
that are aligned with EU rules.

After restructuring public enterprises should be 
able to create value and thus contribute to the increase in 
budget revenues (state and local governments) or at least 
to stop using subventions. In this regard, it is necessary 
to implement crisis management measures. At the same 
time, rightsizing of the companies to an adequate amount 
of capital, assets and employees should be implemented. 
Strategic partners have a considerable role in restructuring 
of state-owned and public enterprises operating in the fields 
of network technologies, natural monopolies and utility 
services. Selecting credible partner, model of transferring 
ownership rights to partner (privatization vs. public-private 
partnership) and right business model for the new entity 
(ownership structure, management concept and investment 
financing) is key to success. Consistent implementation of 
corporate governance displacing party interests based 
governance is essential for sustaining positive effects of 
restructuring of public and state-owned enterprises.

Privatization is not an end in itself. The purpose of 
privatization is an increase in efficiency and use of privatization 
proceeds to eliminate structural imbalances. Privatization 
proceeds should not be used to fuel consumption, but to 



finance capital investment and/or sovereign debt repayment. 
In order to bring budget deficit and public debt back to 
acceptable levels (3.5% of GDP and 60% of GDP, respectively), 
and to reform the government and restructure the public 
sector, it is essential to adopt an adequate platform for 
conducting economic policies.

Policymakers should take into consideration positive 
experiences with industrial policies in developing countries 
as well as a shift in attitude toward this issue in the economic 
theory and policy in developed countries after the crisis 2008-.

We need an economic policy model in which industrial 
policies “lead” and macroeconomic policies “follow” using 
automatic stabilizers in monetary and fiscal sphere. In 
monetary policy the biggest dilemma refers to tenets and 
instruments. Arguments for and against current monetary 
model have been confronted at the Forum. The uniform 
standing is that, parallel with strong fiscal discipline 
conducted by the Government, we need a gradual decrease 
of monetary policy rigidity through policy rate and obligatory 
reserves reduction. Also, the NBS strivings to deploy certain 
relaxations in case of mortgages denominated in CHF in 
order to preserve financial system stability have gained 
positive support. The biggest challenge in 2015 for the 
NBS will be to solve the problem of non-performing loans. 

Besides positive effects of EU integration process on 
institutional framework, it is necessary to formulate and 
implement the policy of new industrialization. Industrial 
policies are formulated for the industries of top priority for 
economic development and should be an integral part of 
carefully conceived long-term strategy of economic and 
social development that is necessary for the economy, among 
other things, as a predictable framework for its own plans 
and investments. In the process of new industrialization 
it is necessary to define priority sectors and appropriate 
industrial policies for industries that bear potential to achieve 
advantages over competitors. The most frequently mentioned 
sectors with comparative advantage are agriculture and 
agri-food industry, energy, manufacturing, infrastructure 
and tourism (especially health tourism). The sectors with 
competitive advantages include ICT, vehicles, transport 
and logistics, and construction. The importance of creative 
industries with sustainable competitive advantage has been 
highlighted at this year’s Forum. Growth opportunities of 
these sectors are immense. For instance, only ICT sector 
could employ up to 5,000 engineers over the next three 
years. Industrial policies are applied in order to invigorate 
the sectors of tradable goods and services (increasing 
export and/or substituting import), but also to eliminate 
extreme regional differences and depopulation of regions 
distant from large cities. 

A lot of useful sector-specific recommendations of 
tactical importance were presented at the Forum. For example, 
as regards the ICT sector, the focus was on the importance 

of industrial policy which is to define the state’s role in the 
development of digital infrastructure, education (parallel 
and permanent) of appropriate professionals, as well as in 
tax treatment of certain activities. The main proposals for 
the agriculture sector relate to subsidies for the development 
of milk and meat production, organic production, and anti-
dumping measures. As far as the energy sector is concerned, 
initiative for the establishment of the Institute for Strategic 
Studies was revisited, as well as the need for corrections in 
feed-in tariffs and adjustments in electricity price whose 
effects should be used exclusively to finance investments. 
Suggestions about how to tackle the problem of NPLs in 
the banking sector were exposed. Representatives of the 
insurance sector presented recommendations concerning 
the introduction of tax exemptions for certain forms of 
insurance that could contribute to more efficient deployment 
of savings, as well as cheaper and safer public borrowing 
without threatening to banking sector liquidity. In the 
construction sector, there is a need for more proactive 
policy of local authorities in determining the value of 
assets entering into concession and setting time limits for 
making adequate decisions concerning the projects of 
public private partnerships.

Reaching full compatibility with the EU means that 
reforms in Serbia must be in accordance with the priorities 
of the EU, such as: energy efficiency and sustainability, safe 
water and food, environmental protection, mitigation of 
economic consequences of population aging, creative 
industries etc. Compatibility with the EU technological 
platforms is of particular importance for new industrialization 
and competitiveness improvement. Therefore, special 
attention should be given to education and science that 
support the development of tradable sectors. 

A general impression is that the vast majority of 
participants came to this Forum with the idea of how to 
fix the system in structural crisis rather than to criticize 
it. This year the media also gave a valuable contribution 
to this mission, not only during the panel dedicated to 
their role in reforms but also by their way of reporting 
which echoed the motto of the gathering “playing to win 
instead of playing to play.” In order to play to win, which 
for Serbia means new industrialization and modernization 
of the society, Serbia must first be capable of overcoming 
its own weaknesses and get rid of the burdensome legacy 
of misguided policies.
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