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Background

• Serbia is latecomer (transition started in 2001)

• Country was devastated socially and economically

• The society disoriented (the support to the directions and speed of 
the reforms was unclear)

• The new political elite was determined  to transit the country to 
democracy and market economy

• Main macroeconomic indicators in 2001:
– GDP (Euros in mill) ……………………….   12,818.8

– GDP (Euros/pc) …………………………....     1,708.4

– Average net monthly salary (Euros) …….       101.7

– Annual inflation (CPI)       …………………….       93.3%
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The expectations from economic transition

• To increase living standard of population 

• To increase GDP

• To create leveled playing field with no discrimination to anybody 
(equal position of both local and foreign investors)

• To improve management of corporations and companies

• To increase competitiveness of the economy and provide access to 
the world market

• To attract foreign investments and up to date technologies

• To stabilize and create new stable banking system by the replacement 
of the existing (destroyed) system   
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The results in numbers

Basic macro indicators

Description Base
2001

2005 2013

GDP Euros
In million

12,818.8 20,285.3 31,980.4

GDP/PC
(Euros)

1,708.4 2,726.2 4,453.2

Foreign exchange
reserves (Euros in 
mill)

1,325 4,921 11,189

Average monthly 
net salary (Euros)

101.7 209.7 388.6

Annual Inflation 
(CPI) in %

93.3% 16.2% 2.2%

Unemployment 
rate in %

n.a. 20.8% 22.1%

Foreign direct investment

No Description 2001-
2005

2006-
2013

1 Total FDI (Euros in 
million)

3,902.4 12,037.7

2 Average annual 
FDI (Euros in 
million)

780.5 1,504.7
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Main challenges

In spite of the fact that majority of macro indicators show 
significant improvement of the position of the country, many 
criticisms are very much alive. The main challenges are

• Systemic challenges,

• Challenges to the economy,

• Political challenges
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Systemic challenges

• Transition is not only economic and financial phenomenon, 
although very often people think as it is only a transfer from 
centrally planed to market economy. Transition is much more 
than that. It requires changes all across the life of the population. 
It introduces different approaches to resolving many day to day 
problems including more rights, but requiring more 
responsibilities. 

• One of the important area is legal and institutional framework in 
which the transition is taking place including judicial system, its 
efficiency and independency. 

• In Serbia, most of the legislation work in line with market 
economy is completed. However, the efficiency and 
independency of the judicial system remains very important 
challenge

6



Challenges to the economy

• Market liberalization normally includes reduction (and eventual elimination) of 
customs and other import barriers aimed at imposing competition to local 
produces. If done without detailed studies and appropriate sequencing, it could 
seriously jeopardize the position of local industry. The experience show that 
agriculture might be the most vulnerable sector.

• Market liberalization generally makes local economy more sensitive to the 
changes in global, world or regional economy

• In the transition period coexistence of both old and new systems create a good 
ground for draining the substance from the companies which are still not 
prepared for market economy. It could be done illegally, but sometimes the 
newly enacted regulations which are good for market economy do not 
recognize  such threat.

• Generally in market economy the state functions in, for example, pension 
schemes, health care system, education etc. are reduced living the part of 
responsibilities to the individuals. As a result, the amounts for these purposes 
are less available in the budget and individuals are expected to take appropriate 
actions. 

•
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Political challenges 

• Market economy normally produces people which are extremely rich. This outcome is not welcomed by 
population, especially where social differences for years were modest or at least believed to have been 
modest. 

• There will always be so called “patriotic” political opponents of the market economy. Their main targets  
will be foreign companies (generally foreigners). They will claim that the country is sold to the foreigners, 
that foreign influence is unacceptable high – locals suffer while the foreigners make money, etc. Eventually 
they will come out with the statement that the country has lost its sovereignty.  Although such statements 
will probably be made by minority, any person – transition looser in trying to find out the sources of 
his/her problem will take those statements into consideration. 

• There are evidences that at the beginning of transition, almost any country experience GDP loss. GDP loss 
is normally accompanied by the rise of unemployment. Such outcome will fuel transition opponents. In 
reality, this will create real problem especially for the people of the age of 50-ties which have lost their 
jobs and no new job opportunities (for them because of the age) are available.  This problem should be 
noticed in advance and appropriate measures to mitigate should be prepared. 

• Finally, it is very likely that privatization will be considered as comprehensive source of all problems by the 
public. Namely, through privatization :
– the public will learn who (locally) is rich enough to participate (the question will be how did he/she make the 

money),
– the public might consider that the foreigners (which are participating in privatization ) are actually buying  family 

jewels that has been provided by generations for small money
– the loss of jobs will be very obvious and it will not be considered as the attempt to increase productivity  and 

competitiveness of the company, but as something which capitalists do to exploit workers.
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Privatization

In spite of the 
positive effects of 
privatization in 
Serbia (see table 
where SPC is 
successfully 
privatized, and 
NPC non 
privatized 
companies) the 
public opinion of 
the privatization 
is very negative 
due to the factors 
explained in 
previous slide 

Effects of privatization in Serbia

Description 2002 2010

Annual turnover 
Euros in bill

- SPC 2.1 3.5

- NPC 0.4 0.2

Annual profit/loss 
Euros in mill

- SPC -102 +200

- NPC -260 -240

Loss of 
employment from 
2002-2010

- SPC - -90,000

- NPC - -120,000
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Conclusion

• Transition is complex process affecting all (or at least many) aspects 
of the life of population

• Although, the result is on the average very positive, it is painful 
process with number with transition looser and eventually strong 
opponents

• It is very likely that transition is inevitable, and if true it should be 
carefully planned in advance

• The support of majority population is crucial taking into account that 
there always be very vocal opposition

• Good planning, learning from the experience of others, and very 
importantly, good communication with the public are preconditions 
for the success (which eventually will never be challenged by 
someone)
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