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Abstract

This work aims to analyse the environment for theage sector development in Serbia. Since the
relaunch of transitional reforms in 2001, building the business environment which is conducive for
the private sector growth has been one of the figsr of economic policy. Based on data from the
World Bank’s “Doing Business” publications, we caonclude that although improvement in the

overall quality of the business environment in &ehas been achieved, it has not been sustainet, an
several problematic issues maintain to be bottlead¢or more substantial progress. Serbia is lagging
behind the EU average, and, in order to catch wpther increases in efficiency and reductions of

overall costs of various administrative proceduaes required.
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INTRODUCTION

Despite the fact that since 2000 onwards many mefdrave been undertaken in order to establish a
business environment conducive to the performahtgeqrivate sector, the private sector in Seibia
not sufficiently developed. The EBRD [2010, p. 4}imated that private sector contributed to the
creation of only around 60% of Serbia’s GDP in 204@ile more recent Labour Force Survey data
show that only slightly above 50% of workers wengptoyed in the private sector [Statistical Office
of Serbia, 2012, p. 28].

Some of the issues that impede faster developmenheo private sector have been identified,
addressed and resolved by the Serbian governmenttiog years. In doing so, the government has
been widely assisted by international organizatierise organizations within the World Bank group,
EBRD, OECD Investment Compact — as well as by theean Commission and some of the EU
Member States. They offer advice and recommendatenmd also technical and financial assistance.

However, many challenges still lie ahead. Someidrarrseem to be particularly persistent (e.g.
obtaining construction permits). Even though sorthese problematic issues have been dealt with,
the design and/or implementation of correspondirgasures have obviously not been adequate, as
these areas remain to constrain the operationgsafésses entities.

One must note that although activities and measungiertaken in order to develop the business
friendly environment refer to the economy in gehethey are of crucial importance for the

performance of the private sector. This is mainkg ¢b the fact that privately-owned companies, and
particularly small and medium sized companies anttepreneurs (SMESs), are dominant in the

! This paper is part of research projects: 4700%qfeRn integrations and social and economic chaitges
Serbian economy on the way to the EU) and 17901al{€hges and prospects of structural changesrinis&&e
Strategic directions for economic development aadrionization with EU requirements), financed by the
Ministry of Education, Science and Technological’/€lepment of the Republic of Serbia.

2 Aleksandra Brankodj M.A., Research Associate, Institute of Economiieices, Belgrade, Serbia. E-mail:
aleksandra.brankovic@ien.bg.ac.rs.
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structure of the total number of companies in Serbhd even more dominant in the total number of
new establishmerits

According to the research conducted by the WorldkBstaff, the environment in which business
entities conduct their activities is to a large agxt influenced by business regulations and the
institutions that are to enforce thérm that regard, the World Bank has developed thaulogy for
measuring the quality of the business environmehich is essentially based on measuring business
regulations. The series of “Doing Business” pultiamas has become the most comprehensive and one
of the most relevant sources for measuring quafithe business environment across the globe.

In the first part of this work the general directiand outcome of the reforms aimed at the private
sector development is analysed. After that, ansassent of the level and dynamics of the quality of
the business environment in Serbia is conductededan data from various “Doing Business”
publications. In addition to that, Serbia’s positi@lative to the European Union has been examined.
Finally, a summary of the main conclusions is pnésg.

OVERVIEW

The private sector development has been on topeoétonomic policy agenda throughout the 2000s
in Serbia. The 2001 World Bank study [World BanRD?2] stated that the enterprise sector was in a
very poor condition, and that it was dominated mgfficient and indebted state-owned and socially-
owned enterprises. On the other hand, SMEs, whichirthted in the structure of private enterprises,
were said to be “small and severely constrainedusy regulation and an uneven playing field tilted
towards the larger socially-owned companies” [Wdslank, 2001, p. 4]. In order to stimulate the
growth of the private sector, urgent reforms wedeised to be undertaken, which included three
areas: privatization of socially-owned enterpridigralisation of the business environment, foduse
on the enhancement of bureaucratic efficiency, modification of the legal framework, to align it
with the European standards.

Reforms in all of these areas were indeed underidka with an uneven scope and limited success.
The bottom line is that the importance of the pgevsector did increase, but it can be argued whethe
more could have been accomplished. Nowadays plyvatened enterprises prevail in the structure of
GDP and employment, but their shares are not sigmifly higher than the shares of the public sector
According to the EBRD’s estimates, in 2001 the shair the private sector in GDP amounted to
roughly 4098 [EBRD, 2002, p. 20], whereas in 2010 it stoodratiad 60% [EBRD, 2010, p. 4]. The
share of the private sector in the number of engdoyorkers also increased over time, and it was in
2007 that for the first time it exceeded 50% [Statal Office of Serbia, 2007, p. 102]. However,
Ognjenovt and Brankowi [2012, pp. 383] argue that the growth in the gavsector employment has
not been sufficient, given that “a significant nwenlof socially- and state-owned enterprises are
already privatized or closed down”. The occurrentehe global economic crisis in 2008 led to a
decrease in the number of workers employed in thee sector, so that the corresponding share
maintained to remain just slightly over 50% throoighthe 2010-2012 period.

The issue of the private sector development ini§eskas important today as it was a decade ag®. Th
order of priorities may have somewhat changed €kample, majority of socially-owned enterprises
has already been privatised), but the task of inipgothe business environment to become conducive

® Due to the lack of publicly available data, itrist possible to provide data on the number andiaresof
privately owned business entities in Serbia. Howewa®ailable data on SMEs, which are predominaily
private ownership, show that the share of SMEéntotal number of companies in the non-finanagaitar in
2011 amounted to 99.8%. Source: [Ministry of Freand Economy, 2012, p. 16].

* For example, Djankov, et al. [2006] find that tledationship between more business-friendly reipriatand
the economic growth is strong, and consistentlgificant in various specifications of standard griowodels.

® The 2001 estimate relates to the Federal Repabiagoslavia.



568 ENVIRONMENT, DEVELOPMENT AND SUSTAINABILITY

to the development of the private sector remainset@mong the top priorities. For example, in the
latest economic memorandum for Serbia the WorldkBa811, p. 2] states that “the number one task
of the authorities now is to accelerate reformrgate an environment that is highly conducive to
export-led growth in the private sector”. In order‘unlock potential growth”, another international
financial organization, the International Monet&ynd [2013, p. 13], suggests that it is urgent to
conduct labour market, regulatory and public emtegpreforms. In essence, these are regulatory
reforms, focused on stimulating job creation in ghivate sector, simplification and transparency of
bureaucratic procedures, and restructuring of tidip enterprises that are crowding out the private
sector.

ENVIRONMENT FOR THE PRIVATE SECTOR DEVELOPMENT IN S ERBIA

In this section data from various issues of the [d/Bank’s “Doing Business” publication have been
used, in order to assess the state and dynamibe biisiness environment in Serbia.

According to the latest edition of the “Doing Busss” publication [World Bank, 2013b], when the
overall quality of the business environment is adered Serbia is positioned in the middle among the
189 observed economies, i.e. it is ranked as tffee@®nomy. Among th&ase of doing business
index’s individual components, Serbia’s relativesition is best concerning th&etting credit
indicators set, where it is positioned at th&'4®ace, whereas Serbia is worst concerningltgaling
with construction permitsdicators set, since it is positioned among thigdno eight economies.

In comparison to the year before the relative pwsiof Serbia has deteriorated, since in the “Doing
Business 2013” publication it was ranked as th& &8fong 185 economies. In the case of all
indicators sets the relative position has worsetoed except in the case #&fesolving insolvengy
where a slight improvement in Serbia’s relativeifias has been recorded.

Perhaps a more convenient way of measuring chamggstime, as well as a country’s position in
relation to other economies, is distance-to-frontiermeasure, which was developed in order to
complement “Doing Business” rankingBistance-to-frontiermeasures the distance between the
country’s achievement and the best performancedoh of the indicators in absolute terms, and is
normalized to 0-100 range [World Bank 2013a, pp5-158]. Due to thatdistance-to-frontier
measure is not affected by the changes in the nuofbebserved economies over time. While in the
case of original “Doing business” rankings 1 stafmighe best performing economy, and as the rank
grows the relative position of an economy wors@én$he case of thdistance-to-frontiemeasure the
opposite is true, i.e. 100 refers to the best atuitBe worst performance.

Distance-to-frontiermeasures for Serbia are presented in Table 1.eSime overall indicator is
somewhat above 60, this can be interpreted aifjttality of the business environment in Serbia is
somewhere in the middle, but slightly leaning taygathe best performers rather than towards the
worst performing economies. This is also true faut of the total of 10 indicators sets, for whtble
distance-to-frontiemeasure takes values above 50. According to thasare, Serbia is closest to the
best-achievers in the casesbérting a businesmdicators set. On the contrary, it is most disfaom

the top performing economies in relationrésolving insolvencyndicators set. Other two indicators
sets where Serbia’slistance-to-frontiermeasure takes values lower than 50 dealing with
construction permitandpaying taxes

® When interpreting results one should keep in nilmat the years that are denoted in the “Doing Bassin
publications are not the years to which the undsglylata correspond to. For example, “Doing busiril4”
publication was published in 2013, and data thécatdrs are based upon are accurate as of Jun2018f{
except for data on taxes, which refer to 2012. fEgher explanation of the methodology refer to WdBank
[2013a].
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Table 1. Distance-to-frontier measure for Serbia

DB 2014 | Change in relation to DB 2006

Overall without electricity 61 9
Overall with electricity 62 27
Starting a Business 88 12
Dealing with Construction Permits 47 14
Registering Property 77 16
Getting Credit 75 13
Protecting Investors 53 0
Paying Taxes 47 -1
Trading Across Borders 71 23
Enforcing Contracts 56 -2
Resolving Insolvency 31 9
Getting Electricity 76 il

Note:” the change refers to “Doing Business 2010” pulica when theGetting electricityindicators set was
first introduced.

Source of data: http://www.doingbusiness.org/ddstémce-to-frontier (retrieved on Novembdt 2013).

Although thedistance-to-frontiermeasure was introduced in the “Doing Business 2@uBlication,
recalculated data for most of the indicators satshe tracked back to DB 200€hanges in DB 2014

in relation to DB 2006 are presented in Table 1e @an note that the overalistance-to-frontier
measure, as well as measures for most of the thdiviindicators sets, are positive, which meant tha
over time the indicators of the quality of the Imess environment in Serbia have improved. This
change, however, has been fairly modest. The bigggsovement has been achieved in the case of
the trading across bordeiindicators set. On the other hand, in the cas¢hide indicators sets
(protecting investorspaying taxesand enforcing contractsho substantial changes, or even slight
deteriorations, have occurred during the obseregibg. These are areas in which Serbia is a half wa
towards the best performers, which means therepkem@ty of room for improvement, but, even if
some measures have been undertaken, they obvigaklgd no results.

It would also be interesting to track the pace ludrgyes in the quality of the business environment
over time. One way to do that is to see how the bamof individual indicators sets that record
improvement, deterioration or no change in regarthe distance-to-frontiermeasure changes each
year. Overview of such changes is presented ineT2bDne can note that as of DB 2007 the number
of indicators sets for which no change occurredhigher that the number of those that recorded
improvement. Also, a total of 8 deteriorations tethto individual indicators sets happened over the
observed period. Which is even more problematio, ¢fv such deteriorations occurred in the latest
edition of the report (DB 2014), while at the satitae only one improvement in relation to the
previous year was recorded. This means that tle& thimprovements in the quality of the business
environment in Serbia has not been sustained,lataver the previous couple of years it can baeve
regarded as ambiguous.

" For three indicators setstance-to-frontiermeasures are available as of DB 2004, which isfiteein the
series of “Doing Business” publicationstarting a busines®nforcing contractandresolving insolvencyOn
the other hand, data getting electricityare available as of DB 2010.
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Table 2. Annual changes in the number of indicagets that recorded improvement, deterioration on
no change in relation to the distance-to-frontieasure’

Number of indicators sets
Year Change in relation to the previous year
Total ——
Improvement| Deterioration| No change
DB2005| 5" 1 1 1
DB2006 9 4 0 1
DB2007 9 4 0 5
DB2008 9 3 0 6
DB2009 9 3 1 5
DB2010| 10 4 0 5
DB2011| 10 4 0 6
DB2012| 10 2 2 6
DB2013| 10 4 0 6
DB2014| 10 1 2 7

Notes: ? Changes smaller than 0.5 points have been regaadétio change”.
) two new indicators sets were introduced in relatio the previous edition.
Source of data: http://www.doingbusiness.org/ddstémce-to-frontier (retrieved on Novembdt 2013).

In Table 3 changes related to individual indicateess are presented. The most sustained track of
improvements is accomplished in the cases of £atdis sets where no deterioration in relatioméo t
previous year occurred during the observed pefibése includdrading across bordersstarting a
businessregistering propertyand getting credit In the case of another 4 indicators sets tra¢ks o
improvements were accompanied by deteriorations. Worst records exist in the caseewfforcing
contractsandpaying taxesndicators sets, where the number of deteriorati@eorded over time has
been the same or higher than the number of impremé&snThere are also two indicators sets where no
changes whatsoever have occurrgaetecting investorandgetting electricity

Table 3. Annual changes in the distance-to-frontieasure for individual indicators sets during the
period DB2005-DB2014
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Starting a Business 4 0 6 10
Dealing with Construction Permits 6 1 1 8
Registering Property 3 0 6 9
Getting Credit 3 0 6 9
Protecting Investors 0 0 8 8
Paying Taxes 1 1 6 8
Trading Across Borders 6 0 2 8
Enforcing Contracts 1 2 7 10
Resolving Insolvency 6 2 2 10
Getting Electricity 0 0 4 4

Note:” Changes smaller than 0.5 points have been regasiédo change".
Source of data: http://www.doingbusiness.org/ddsamce-to-frontier (retrieved on Novembdt 2013).

A more comprehensive insight into the changesdrhor did not occur related to the quality of the
business environment can be provided by analysianges in the values of individual indicators.
These data are presented in Table 4. As far astdéingng a businesmdicators set, in which Serbia is

best positioned, is concerned, all indicators réedrsubstantial improvements over time, which
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means that procedures for registering new busisdsseame substantially simplified and less time-
and money-consuming. As for theading across bordersndicators, in which Serbia’s relative
position was most upgraded (although it remainsbéo weak), this was due to a substantial
improvement in the efficiency of the required pmbeoess, since time needed to complete the
procedures decreased although their number remdimedame. Similar administrative efficiency
improvements occurred in the case of thgistering propertyindicators.Getting creditis another
indicators set in which Serbia is relatively wedisfiioned, and which witnessed improvements over
time, mainly due to the operation of the privatgisty of credits by the Association of Serbian
Banks.

Another group of indicators are those in which nonano substantial changes happened over time,
and these includgetting electricity protecting investorsand paying taxesindicators. As for the
former, there is room for improvements, especigdlyarding the amount of time and money required
to gain an operational connection to the grid. Reigg theprotecting investorindicators set, we can
conclude that in all areas that measure the stiesfgininority shareholders’ protection there ismoo
for substantial improvements, especially thosetedldo the shareholders’ ability to sue directans f
misconductPaying taxess another area in which substantial reforms &aessary in order to make
administrative procedures much more efficient,thay have not been undertaken yet.

The remaining indicators sets encompass those ichwiot only that Serbia’s relative position is not
satisfactory, but also occasional deteriorationseh@ccurred. Almost all of the underlying indicator
refer to time-consuming and costly administrativecedures that are necessary to be made much
more efficient in order to become conducive for dperation of the private sector. In the case of
dealing with construction permijtalmost nothing has been done regarding the nupnf@ocedures,
and especially time required to complete them; oupments that have been recorded refer mainly to
the procedures becoming cheaper in relative tetms Tthe issue of construction permits remains to
be among the biggest problems of the private imvesh SerbiaEnforcing contractss another major
bottleneck, because judicial resolution of disputeguires a lot of time and financial resources.
Resolving insolvenandicates the costs (in time and money) the ovediéces in order to recover his
claim. Indicators for Serbia are quite unsatisfagt@specially those related to the overall co$ts o
enforcing the procedure, and the recovery rate.

Table 4. Values of “Doing Business” indicators erbia, 2014 editidh

Indicators Indicator Value Change”
set
Starting a Procedures (No.) @®B2004:12) +
Business Time (days)| 11.%8DB2004:56) +
Cost (% of income p.c.) 7.2 $B2004:15.9) +
Paid-in min. capital (% of incomg0 % (DB2004:113.4) +
p.c.)
Dealing w Procedures (No.) 1®B2006:19) +
Construct. Time (days)| 269DB2006:205) -
Permits Cost (% of income p.c.) 1433.5@B2006:3896) +
Regist. Procedures (No}) (BB2005:6) No change

% In most cases measurable indicators are usedséssthe relative position of a country. Oftenrthmber of

procedures is taken into account, as well as tked gomount of time and money required to compléesée

procedures. In order to measure the eaggetiing creditand the strength gdfrotecting investorsindices have
been developed. In the case of gedting creditindicators set there are two indicasrength of legal rights
indexmeasures the degree of protection of creditosutitn collateral and bankruptcy laws, while tepth of

credit information indexmeasures the scope and accessibility of creditnimdtion.Protecting investorset is

focused on the protection of the minority sharebrdtrights, and is measured by several indiesgent of

disclosurerefers to the transparency of related-party tretisias, extent of director liability indexneasures the
accountability of a director to minority sharehaklewhile the ease of the shareholders to sueeztdits for

misconduct is measured by the appropriate indedrcgoof information on methodology: World Bank [3a].



572 ENVIRONMENT, DEVELOPMENT AND SUSTAINABILITY

Property Time (days) 1(DB2005:111) +
Cost (% of income p.c.) 2.8%B2005:5.5) +
Getting Strength of legal rights 7 (0-10 scale}DB2005:6) +
Credit Depth of credit information 5 (0-6 scale]DB2005:0) +
Public registry coverage 0% of adulxB32005:0) No change
Private registry coverage 100% of adyi¥82005:0) +
Protecting Extent of disclosure 7 (0-10 scale}DB2006:7) No change
Investors Extent of director liability| 6 (0-10 scalejDB2006:6) No change
Ease of shareholders su|t8 (0-10 scale}DB2006:3) No change
Strength of investor protection 5.3 (0-10 scé®2006:5.3) No change
Paying Payments (per year) &BB2006:66) No change
Taxes Time (hours per year) 279B2006:279) No change
Trading Docum. to export (No.) 6(DB2006:6) No change
Across Docum. to import 7 (DB2006:7)
Borders Time to export| (days) 12DB2006:33) +
Time to import 15(DB2006:46)
Cost to export| (USD per 1455(DB2006:1240) -
Cost to import | container 1760(DB2006:1540)
Enforcing Time (days)| 635 day®B2004:1028) +
Contracts Cost (% of claim)| 34% of claiffbB2004:33.4) No change
Procedures (No.) 3@®B2004:39) +
Resolving Time (years)| 2DB2004:2.7) +
Insolvency Cost (% of estate) 20%B2004:23) +
Recovery ratg 29%Y©B2004:20.5) +
Getting Procedures (No.) @B2010:4) No change
Electricity Time (days)| 131DB2010:131) No change
Cost (% of income p.c.) 505.6fmB2010:591) +

Note: *) refers to a change in the DB 2014 valuethed corresponding indicator in relation to theliear
available year. Both values are given in the pnevicolumn.

Source of data: http://www.doingbusiness.org/Cus@uery/serbia (retrieved on Novembét 2013).

COMPARISON WITH THE EUROPEAN UNION MEMBER STATES

One of the important drivers of the improvementhe business environment quality has been the
process of the EU accession. According to PenewWardst [2012], in the Western Balkan countries
more systematic legislative reforms started witle thitiation of the EU accession processes.
However, they also point out that the implementatad new legislation is lagging behind, since
serious institutional reforms are required.

Having in mind that the accession process to thehgS been initiated, and that in the foreseeable
future Serbia will become a Member State of thsoamtion, it is worthwhile considering the extent
of the gap in certain indicators of the qualitybokiness environment between Serbia and the EU. For
that purpose the World Bank’s “Doing Business” tate is once more engaded

In Table 5 the latest rankings of Serbia and th@pgean Union are presented. Among all the observed
economies the EU would be positioned at thB glace, which cannot be regarded as exceptionally
well*®: however, it is substantially better than thédqmsition of Serbia. Even when individual

® The European Union is not ranked in the origirfbihg Business” publication, but only its membeatss;
however, a special regional report on the EU islalvke [World Bank, 2013c], containing average Ealues for
all the observed indicators, measured as averddedividual Members States’ scores.

19 One must keep in mind that the EU’s overall posiis based on non-weighted averages of its Me/Stztes’
scores for each of the indicators. Because of tiaen a small Member State (e.g. Malta or Luxemgphas an
exceptionally low score for some indicator, it lias same influence on the overall EU score as aeionally
good score of a large Member State.
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indicators sets are considered the overall EU jposis not among the top performing economies. The
EU as a whole is best positioned regarding tilagling across bordersind resolving insolvency
indicators sets, while its position is worst whgetting electricityand dealing with construction
permitsindicators setare taken into account. This is due to the fact tha EU Member States’
policies and regulations may substantially diffey,that scores for each of the indicators varysscro
individual Member States. As a consequence, the NEdinber States are spread from tH& 5
(Denmark) to the 10%3(Malta) position when the overalhse of doing businesmlex is considered.

Table 5. Rankings of Serbia and the EU Member Statthe “Doing Business 2014” report
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Ease of doing business 93 40 5DK 103 MT -53 -88 O+l
Starting a Business 45 7 11LT 161 MT +256 -3¢ +1[16
Dealing with Construction Permits 18p 7 8 DK 163 M | -108 -174 -19
Registering Property 44 63 6LT 180 BE +1P -3B +186
Getting Credit 42 56| 1 UK 180 MT +14 -41 +138
Protecting Investors 80 66 6IE 128 LU -14 -4 +48
Paying Taxes 161 63 6IE 138 1T -9§ -155 -238
Trading Across Borders 98 36 6 SE 108 SK -62 -92 0 +1
Enforcing Contracts 116 45 1LU 122 MT -71 -115 +6
Resolving Insolvency 103 31 3FI 99 RO -66 -100 -4
Getting Electricity 85 74| 3DE 174 RO -11 -82 +89

Note: *) Positive(negative) sign indicates thattfeis better(worse) ranked than the corresponBiddiember

State or EU average.

Abbreviations: BE Belgium, DE Germany, DK Denmakk, Finland, IE Ireland, IT Italy, LT Lithuania, LU
Luxembourg, MT Malta, RO Romania, SE Sweden, SK/&t@, UK United Kingdom.

Source of data: World Bank [2013b; 2013c].

It is interesting to note that there exist thredidators sets in which Serbia is ranked better than
EU average. These include the areastafting a businessegistering propertyandgetting a credit
This is also, to a large extent, consequence ofderormers within the EU. Whestarting a business

is considered, all EU’s individual indicators am® average, better or comparable to the ones in
Serbia; however, an exceptionally bad performarfca f@w countries (especially Malta) led to that
the overall EU ranking is lower than for SerbianTdember States have better position than Serbia
(Lithuania is at the top position among them), anthe case of almost all of them fewer procedures
and less time is required in order to registerwa hasiness entity. The EU Member States that are at
the bottom end are those in which it takes a Idtroé (up to 40 days) to complete the process and/o
the number of procedures is high (in the case dfaMidl). Registering propertys, on average, easier
to finish in Serbia than in the EU, primarily besalit is less time consuming. Although there are EU
Member States in which it takes only 1 documentg@m) or 1 day (Portugal) to register a property,
it is not the general rule, so in a number of coestit takes around a month or longer to compleite
procesy. Although an EU Member State (United Kingdom)hie top performing economy in the
world whengetting creditindicators set is considered, the Serbia’s pasittobetter than the EU

' For example, in Sweden only 1 procedure existriter to register the property, but it takes, oarage, 28
days to complete it.
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average. This is due to the fact that there esisexgistry with a 100% coverage of adults and firms
credit history, which is not the case in many EUn\ber States.

On the other side, there also exist three indisagets for which Serbia is ranked worse than this EU
worst performing Member States. Two of these asgashose in which the gap between Serbia and
the EU is the widesDealing with construction permits particularly troublesome in Serbia, and its
position relative to the EU is worst. This is doettie fact that it takes more documents, substhntia
more time and is extremely more expansive (in iradaterms) than the EU average. Although in a
number of EU Member States it takes comparableven enore time to complete the procedures, the
total cost is substantially lower than in the cak8erbia. For example, in Serbia the total costase
than 14 times higher than income per capita, wthike worst indicator for an EU Member State
(Ireland) stands at around 4.5 average incorRaging taxeds an area in which the gap between
Serbia and the worst performing EU Member Statdy(itis the widest. This is mainly because the
number of payments in Serbia is extremely highantim the EU, but also because it is more time
consuming. To illustrate the extent of the gapSétbia the annual number of payments stands at 66,
while in the EU it is ranged between 4 (Sweden) 3@dRomania), and the average value is 12. In
resolving insolvencyserbia is also ranked worse than the EU Membede Stih the lowest score.
Time required to complete the recovery of the cléncomparable to the EU average, but the total
cost of the procedure, as well as the end recoras, stand at comparable terms with the worst
indicators for individual Member States, so thatytlare much worse than the EU average.

The two areas in which Serbia is closest to thesEVerage position (though it is lagging behind it)
refer to getting electricityand protecting investors Serbia’s values for individual indicators are
comparable to the EU average, with the two excapti@he first one refers to the low score related t
the ability of minority shareholders to sue direstor misconduct, while the second is relatecht t
high costs of obtaining a permanent electricityrestion. In both instances Serbia’s score is theesa
as in the case of the worst performing EU MembateSt

In the case of the remaining two indicators setgling across bordersndenforcing contractthe
common pattern is that the number of procedureeitbia is somewhat higher than the EU average,
while the total required costs are substantialyhbr, and comparable to or worse than in the worst
performing EU Member States.

CONCLUDING REMARKS

The importance of the development of the businessggonment that is conducive to the private
sector growth in Serbia has been one of the tamripes of economic policy since the relaunch of
transitional reforms in 2001. These reforms haeddgid some results, so that the private sectoeshar
in both GDP and the number of employed workers liaseeased over 50%. However, they are still
not much larger than the shares of the public se@taus was, in part, due to the occurrence of the
global economic crisis in 2008, which had a paféidy severe impact on the performance of private
enterprises.

The quality of the business environment was andlyseng the World Bank’s “Doing Business” data,
according to which the overall position of Serliasomewhere in the middle among all the observed
economies. This means that the overall businesgomment in Serbia has not been particularly
inciting to the development of the private sec€n.top of the facts that are pointed out in the M/or
Bank’s publication itself, several conclusions dddue mentioned. Since the “Doing business” dataset
was first introduced, the overall quality of thesimess environment in Serbia has improved. However,

12 According to the “Doing Business” database, inys#ven EU countries there exists a 100% covegitieer
by the public registry or the private bureau. Thase Germany, Italy, Slovenia, Ireland, United Klog,
Sweden and Portugal.
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due to the fact that in the case of several ofotberall index’s components occasional deterioration

did occur, the above mentioned improvements inaverall quality of the business environment in

Serbia cannot be regarded as sustained. A partimatter of concern is that a minor or no progress
was achieved in the areas in which Serbia perfavorst in relation to other economies. Comparison
with the European Union reveals that, on averagehi&s administrative procedures are less efficien
(number of procedures is higher and/or they requioge time to complete) and more expensive (in
relative terms).
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