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Foreword

4

In the course of the last 25 years
since the International Centre for
Migration Policy Development’s
existence, the pendulum on migra-
tion has swung on both sides, from
being considered a security issue to
being recognised as a positive force
for development. While migration
only appeared as the need to protect
the human rights of migrants and to
eliminate racism and xenophobia in
the United Nations Millennium Dec-
laration in 2000, the newly defined
international framework under the
Sustainable Development Goals has
broadened the spectrum of migration
to include such important matters as
inclusive growth and development
as well as remittances.

Innovative business models in the
remittances and financial markets
and diaspora investments are mak-
ing headway in the global discourse,
more recently in the UN Global
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Compact for Safe, Orderly, and Reg-
ular Migration.

More generally, migration and de-
velopment, whether in the context of
circular migration, diaspora engage-
ment, transnational entrepreneurship
and investments, is now recognised
as a critical element of any migration
policy. In that context, policy makers
and researchers often explore the
use of remittances for increased
productive investments and its po-
tential for economic development in
the countries of origin. Remittances
and diaspora investments not only
represent a lifeline for many house-
holds worldwide, in some countries,
they form a considerable part of the
country’s GDP and, as such, are
essential for the country’s entire
economy. For that reason, reduc-
ing the transaction costs of migrant
remittances to less than 3% and
eliminating remittance corridors with



costs higher than 5% forms one of
the Sustainable Development Goals
to be achieved by 2030. 1 billion
people either send or receive remit-
tances, thereby affecting 1 out of 7
people in the world. In 2016, USD
445 billion were sent to developing
countries.

Against that background, many
countries have embarked in the
development of diaspora strategies
and investment policies, the promo-
tion of financial inclusion measures
and/or have increased the transpar-
ency of remittance markets so that

remittances can be sent faster, safer

and cheaper. Every country in the
Western Balkans has established or
is about to establish a diaspora en-
gagement strategy and related pol-
icies, including in the framework of
investment promotion programmes
that can boost their market compet-
itiveness and which can ultimately

Foreword

speed up their progress towards EU
membership. This also holds true for
Serbia, and ICMPD is here to contin-
ue supporting Serbia’s path towards
EU membership.

| would like to thank all those from
the government and non-govern-
mental institutions who have provid-
ed valuable inputs to the study. It is
our pleasure to have Serbia as an
esteemed member of ICMPD and
we look forward to further strength-
en our good relations in the coming
years.

fites A

Michael Spindelegger
Director General, ICMPD
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Executive Summary

The potential of the diaspora to
stimulate economic development

in the Republic of Serbia is undis-
puted and the topic of remittances
for productive use, specifically
diaspora entrepreneurship and
investments, has garnered atten-
tion by the Serbian Government
for many decades. However, to
date, little research has been done
to investigate the link between the
Serbian diaspora in Austria and the
economic development of Serbia,
especially with regards to their eco-
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nomic and entrepreneurial activities
beyond the transfer of remittances.

This study thus fills an existing
research gap by exploring this link
with the aim of assessing whether
an ADA-funded programme could
incentivise diaspora entrepreneur-
ship. With the findings of this study,
it was possible to assess to what
extent private sector investments
and the transfer of knowledge and
capital from the Serb diaspora
towards the economic development
of Serbia could be boosted, and
through which means. The research
also complements a request by the
Ministry of Economy of the Republic
of Serbia (MoE) to learn more about
the Serbian diaspora in Austria —
who are they, what is the potential
to attract diaspora investments and
how to incentivise such an engage-
ment.

For that purpose, a survey was
disseminated widely online and




offline amongst the Serbian dias-
pora in Austria. To highlight some
of the most interesting findings
from the survey: 59.9% of the
respondents stated that they would
financially support their friends and
acquaintances to open a company
or expand their business in Serbia.
At the same time, 37.3% of them
are personally interested in starting
such an activity or expanding their
business to Serbia. The sectors of
highest interest are in agriculture
and forestry, followed by tourism,
trade, building construction, gas-
tronomy, recycling, education and
then advisory services.

When asked about the motives to
do so, the main reason was their
wish to personally contribute to Ser-
bia’s development, followed by the
reunification with family and friends,
and then nostalgia or patriotic
feelings toward the home country.
This set of psychological motives
was only then followed by econom-
ic ones, and included good pros-
pects for business based on lower
costs of operations as compared to
Austria, favourable conditions for
doing business in Serbia, quality of
life, and better access to the Serbi-
an or regional markets. However, a
surprisingly high number (91.4%) of
the respondents have never heard
of Serbian state institutions that
support SMEs. Only 8.6% of the
respondents said they know about
Serbia’s business support structure.

Executive Summary

The survey also found that many
respondents expressed a negative
opinion (25.3%) towards the state
institutions’ capacity to help them
start or expand their business,
while at the same time 27.6% were
positive about existing capacities,
though these were mostly people
with links to Belgrade and its sur-
rounding.

Complementary to the survey,
consultations were undertaken with
around 250 stakeholders, including
with government institutions, busi-
ness people in Serbia as well as
with entrepreneurs and business
angels living in Austria with a link
to Serbia. It showed that there is a
lack of trust by diaspora members
towards national and local authori-
ties, highlighting that their potential
or already existing contributions
and support are not adequately re-
cognised by the Government of
Serbia. Nonetheless, there are
many business activities taking
place with those localities with
which Serb diaspora members
have the strongest connections,
especially in Eastern Serbia which
region has the highest emigration
rate towards Austria. There are
many good examples of success-
ful ventures, which are listed as
well in this study. The areas which
are underutilised — according to
many government stakeholders
and also diaspora members — are
in the renewable energy and waste

LINK UP! Serbia | Feasibility study |
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Executive Summary

management sectors as well as in
health care and elderly care, espe-
cially considering that those who
have settled in Austria during the
Sixties and Seventies are retired
or close to retirement. Those who
have set up successful ventures of-
ten mentioned the low labour costs
and a favourable
corporate tax rate
as the factors
that have helped
their businesses.
Yet still, there
are considerable
challenges relating
to Serbia’s infra-
structure, lack of
municipal staff’s
capacities and
shortage of quali-
fied workers for industrial jobs partly
because of the issue of declining
population in rural areas, as per the
feedback received from Serb dias-
pora members.

The research also included a desk
review of relevant legislations,
policy documents and existing
support programmes, instruments

and institutions with relevance to
diaspora entrepreneurship. The
review revealed some considerable

challenges that affect the diaspora’s
engagement in Serbia’s economic
development. Below are two of the
key issues:

e Lack of sustainability and
commitment towards diaspo-

| LINK UP! Serbia | Feasibility study

ra engagement policies: state
institutions in the Government
of Serbia dealing with diasporas
have been shrinking. There is
general acknowledgement of
the diaspora’s importance to-
wards the economic, social and
cultural development of Serbia,
but the implementation of mea-
sures across various strategies
and institutional structures
remains challenging.

e More generally, Serbia’s busi-
ness environment, in particular
the ‘regulatory guillotine’ and
access to finance affecting
mostly early stage businesses.
Microfinancing along with other
types of financing, such as
equity capital, is not sufficient-
ly developed in Serbia. Credit
activities in Serbia are regulat-
ed by the Law on Banks and
special laws which states that
only banks and government
institutions can issue loans and
take deposits. The establish-
ment of an enabling regulatory
framework for microfinance and
other non-banking credit insti-
tutions would be required to put
in place appropriate financial
instruments for SMEs. While
there is currently no law on
alternative financing in place,
working groups have been set
up to address this.

Based on a review of existing
instruments, a way forward for the




implementation of an ADA-funded
programme was proposed that asks
the fundamental question: if there
would be ODA put into a financial
instrument or other to incentivise

diaspora investments, which one
could bring about investments and
activities that would otherwise not
have happened to that extent or at
all within the next couple of years?
Against that background, the possi-
bility of grants and diaspora bonds,
as well as expanding the possibili-
ties for microloans, public credit
guarantee schemes, crowdfunding
and equity capital was explored. Es-
tablishing a specific grants scheme
accompanied with outreach activi-
ties towards the diaspora could pro-
vide such a catalytic and stimulating
effect on the economy. It would also
be possible to launch a specific
credit line funded or co-funded by

a donor that targets Serbian dias-
pora investments and which would
not require any collateral or at least
reduce such requirements. Anoth-
er, albeit more complicated, option
would be to establish a credit line
fully funded through national sourc-
es (a state owned development
fund or bank), but with guarantees
provided by a donor. Setting up a
mechanism to pool resources for
equity investments through busi-
ness angels and diaspora investors
is likewise an option. According to
the interviews with business angels
and investors, trust is the factor that
can nudge investments into Serbia.

Executive Summary

The ideal arrangement is to have a
‘lead’ investor in Serbia who knows
the market and founding team well,
while business angels from another
country could act as a co-investor.
In terms of the investment frame-
work, it would be essential to im-
prove the tax system, facilitate legal
conditions for easier cross-border
investments

and to sup-

port the

growth and

professional-

isation of the

local ecosys-

tem. ICMPD

interviews

with business

angels re-

vealed that

the start-up and business angel
ecosystem in Serbia is still at a very
early stage.

In general, the implementation of
financial incentives would need to
go hand in hand with outreach and
communication activities, increased
non-financial support and match-
making with mentors as well as
training to increase entrepreneurial
skills (digital marketing, financial lit-
eracy, etc). The intervention should
focus particularly on early stage
businesses, especially amongst re-
mittance-receiving households and
diaspora investors, while having in
mind the broader issues and princi-
ples for the development of inclu-
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Executive Summary

sive market systems.

In 2015, the total value of remittanc-
es sent through official channels
from Austria to Serbia was USD
356 million. Overall, remittances
represent 8.5% of the country’s
GDP making it one of the top ten
remittance-de-
pendant countries
in Europe and
Central Asia.
Remittances are
mostly used for
private consump-
tion, to cover the
costs of living and
only a very small
percentage is go-
ing into business
creation. Many
Serbs bring mon-
ey in cash during
their frequent
visits to Serbia
or send it home
through informal
channels (friends,
relatives, bus driv-
ers) - a phenom-
enon confirmed
though ICMPD’s survey. Research-
ers have noticed the creation of
remittance-dependencies by re-
cipients, and also raised doubts
whether it would be feasible at all to
leverage remittances for productive/
investment purposes. To channel a
portion of remittances towards pro-
ductive purposes that generates in-
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come and employment, remittance
transfers could be linked to financial
services enabling recipients to gain
access to various savings, lending
and investment instruments or/and
to stimulate the use of remittanc-

es in SME development through
matching grants. To link remittance
transfer services to financial ser-
vices would bring many advantag-
es, meaning amongst other to ‘bank
the un-banked’ recipients, involving
a shift from cash transfers or use

of MTOs, such as Western Union
and Money Gram, towards the use
of financial institutions that can
offer savings accounts and facilitate
access to loans.

In conclusion, it can be said that
there are opportunities, many of
which have yet to be explored, to
involve the Serb diaspora as long
as there is some commitment at
central and municipal level to work
on some of the most pressing
matters relating to Serbia’s broader
business environment and diaspora
policies.



Migration patterns from and to
Serbia have changed significantly
over the course of the past century.
Today, more people leave Serbia
than immigrate, and this is especial-
ly true for the rural areas, amongst
other as a result of the region’s
economic situation. In that context,
the potential developmental use

of remittances — money sent back
by migrants, most often to support
their families — has entered the

Introduction

public discourse, and with it the po-
litical interest in understanding the
linkages between home and host
societies.

In relation to its population stock,
Serbia ranks as one of the top
emigration countries in the world. It
is estimated that 5.1 million Serbs
live abroad', many of whom main-
tain strong links to their families,
friends and communities in Serbia,
exemplified by the volume of in-
ward remittances. In 2015, EUR 1.7
billion flowed back into the country
representing 8.4 percent of Serbia’s
GDP, while outbound remittanc-

es represented EUR 270 million.2
However, inward remittances may
be much higher when taking into
account those entering the country
through unregulated channels.

1 Republic of Serbia (2015): Migration
Profile for 2014, p. 36

2 The World Bank (2016): Review of the
Market for Remittances in Serbia

LINK UP! Serbia | Feasibility study |
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Introduction

These private money flows have
been used to support families in
many different ways, amongst
other for education, health, or other
matters related to their living stan-
dards, though little information can
be found on investments made

and their contribution to business
creation. Estimates suggest that the
Serbian diaspora has invested over
USD 550 million since 2000, pro-
viding around 25,000 jobs through
SME creation.® More recent data
are not available.

In this study, we will shed some
light into the way how diaspora
entrepreneurs have revitalised the
economy of their home country

by developing innovative forms of
businesses and by building on their
transnational networks and knowl-
edge of global labour markets.

The first section will present the
underlying methodology used for
this study. It is followed by a section
on the profile of Serbs in Austria
determined amongst other through
an online and offline survey under-
taken by ICMPD. After getting a
better idea of the Serbian diaspora
in Austria, and what motivates them

3 https://www.ekapija.com/en/
news/356897/the-investment-directory-
designed-for-investors-from-the-diaspora-
was-presented;

V. Greci¢ (2016): “How Can the Serbian
Diaspora Contribute Much More to the
Development at Home Country?”, p.75
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to invest or not invest in Serbia, we
will examine the business environ-
ment in Serbia with a focus on the
SME sector. In the fourth section,
we will scope the opportunities and
challenges for diaspora invest-
ments as per the interview findings
with diaspora entrepreneurs. The
fifth section then looks into spe-
cific mechanisms, such as grants,
revolving microloan funds, credit
guarantees, venture capital, and
crowdfunding to take stock of the
current economic and regulatory
framework. On that basis, we will
be able to evaluate the feasibility to
devise an ADA-funded programme
that could harness Serbian diaspo-
ra’s potential.



By assessing the business system
in Serbia and identifying market fail-
ures and underutilised investments
opportunities, this study helps to
explore the possibilities for estab-
lishing financial instruments and
mechanisms to incentivise diaspora
investments in Serbia. Against that
background, it was necessary to
explore Serbia’s legal and institu-
tional framework, as well as look at
relevant stakeholders, institutions
and existing programmes in Serbia.
Key obstacles and opportunities for
Serbia’s diaspora engagement were
examined through the demand-side
and supply-side of investment prod-
ucts and mechanisms accessible to
SMEs.

The supply-side analysis offered a
useful prism through which to re-
view existing diaspora engagement
policies and tools in the Republic
of Serbia with a focus on economic
aspects. The authors opted to use
the following sources:

Methodology

e Analysis of secondary data

sources from Serbia and
Austria;

e Literature review in Serbia on

matters relating to migration
and development;

e Semi-structured group inter-

views with representatives of
Serbian state institutions and
various organizations, including
28 local self-government (LSG)
representatives in 11 municipal-
ities, one representative from
the Chamber of Commerce and
Industry of Serbia (CCIS), five
senior officials in four regional
development agencies (RDAs)
and five employees in two
business incubators (February
—June 2017);

e Two workshops with Serbian

and international stakeholders
in Belgrade and a panel with
the members of Economic
Board of Serbian Academy of
Sciences and Arts and other

LINK UP! Serbia | Feasibility study | 15



Methodology

participants from SASA (May
2017);

e Several field trips to the regions
with a high proportion of Serbi-
an migrants in Austria, including
group meetings with represen-
tatives of RDAs and LSGs in
the city of Pozarevac (February
2017) and the city of Kragu-
jevac (June 2017). Moreover,
meetings with RDA representa-
tives and other key stakehold-
ers were held in Kladovo and
Negotin (July 2017);

e A questionnaire completed by
the local economic develop-
ment (LED) representatives
during the Standing Conference
of Towns and Municipalities
(June 2017); and,

e 17 Interviews with the former
and existing diaspora units
in Serbia: 10 with municipal
Diaspora Offices (DO) and 7 re-
gional Diaspora Centres (April
—June 2017).

Altogether, around 250 stakehold-
ers have been consulted to map
existing Serbian institutions, pol-
icies and initiatives in the area of
diaspora engagement.

The demand-side analysis con-
versely aimed to gauge Serbian
diaspora’s interest in Austria to par-
ticipate in the economic life of Ser-
bia, and, given the complete lack of
literature on this topic, the authors
could only draw reliable data from
the following primary sources:

16 | LINK UP! Serbia | Feasibility study

e Five individual interviews and
a focus group interview with
Serbs in Austria (April — June
2017);

e 14 semi-structured interviews
with representatives and/or
owners of 13 companies estab-
lished in Serbia by Serbs living
in Austria (April - June 2017);

e A workshop with Serbian entre-
preneurs based in Austria, to-
gether with the state and RDAs
representatives from Serbia
(September 2017);

e Asurvey, conducted on- and
offline in Serbian and German,
targeting Serbs in Austria with
a possible interest to develop
or support businesses in their
home society. Through this,
398 valid questionnaires were
collected between July-Septem-
ber 2017. A purposive sampling
methodology was used and
thus cannot be considered rep-
resentative of the overall Serbi-
an diaspora in Austria.

Based on this research, it was pos-
sible to assess the gaps between
supply and demand, and to make
recommendations on implementa-
ble instruments to facilitate and
leverage direct investments or other
forms of economic cooperation from
the Austria-based Serbs.

The feasibility study was prepared
between January and November
2017.



Serbia and Austria have forged
strong ties over the past centuries,
be it on economic, cultural, political
and scientific matters, and which
has manifested itself not just in the
exchange of ideas, but also in the
movement of people. The majority
of Serbs living in Austria today stem
either from the labour migration of
the 1960s and 1970s or from the
upheavals of Yugoslavia’s violent
dissolution in the 1990s.

From the Sixties onwards, Serbia
has been experiencing a continu-
ous flow of emigration, especially
towards developed European

countries, mostly to France, Ger-
many and Austria as top destina-
tion countries (Stankovic, 2014).*
Increased emigration was largely

4 Stankovi¢, Vladimir (2014): Serbia in the
Process of External Migration, Statistical
Office of the Republic of Serbia, Belgrade,
p.19 (in Serbian), http://pod2.stat.gov.
rs/ObjavljenePublikacije/Popis2011/
Inostranstvo.pdf

Background

driven by rising unemployment

and low(er) standards of living in
Yugoslavia, while other countries

in Western Europe started signing
bilateral agreements for tempo-
rary worker’s recruitment, as was
the case with Austria. Due to the
growing labor demand in the coun-
tries of Western Europe in specific
sectors, many emigrated — mostly
low-qualified workers from rural
areas. Between 1966 and 1973,
178,000 Yugoslav guest workers
were recruited in Austria (Jandl and
Kraler 2003).5 The oil and fiscal cri-
ses, however, reduced the number
of Austria-bound guest workers by
half in the 1980s. With the break-
up of Yugoslavia in the Nineties,
followed by a civil war, international
sanctions, and resulting economic
collapse, the emigration level from

5 Jandl, Michael and Albert Kraler (2003):
“Austria: A Country of Immigration?”,
Migration Policy Institute, Washington DC,
https://www.migrationpolicy.org/article/
austria-country-immigration

LINK UP! Serbia | Feasibility study |
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Background

the region peaked once more.
However, as Serbia (then part of
Federal Republic of Yugoslavia)
took in many Serbian refugees from
Croatia, Bosnia and Herzegovina
and other ex-Yugoslav countries, it
contributed to a short-term, positive
migration balance in the 1991-2002
inter-census period (Bobi¢ et al.,
2016).6 Between 2002 and 2011,
when once more a census was
undertaken, the number of emi-
grants had dropped by 25% which
can be attributed to the stabilisation
of the political and economic situ-
ation (Stankovi¢ 2014; Bobic¢ et al.
2016).” During that time also Austria
became the top destination country
for Serbian emigrants (Stankovi¢
2014; Bobi¢ et al. 2016).2

The last Serbian Census of 2011
indicates that 4.2% or 313,411
persons out of the total population
of 7.2 million people either work
or reside abroad.® Serbia’s demo-

6 Bobic et al. (2016): Study on External
and Internal Migration of Serbia’s
Citizens with particular Focus on Youth,
International Organization for Migration,
UNDP, Swiss Agency for Development
and Cooperation SDC, p.28 https://serbia.
iom.int/sites/default/files/publications/
documents/Study%200n%20external%20
and%20internal%20migration%200f%20
Serbia%27s%20citizens%20with%20
particular%20focus%200n%20Youth.pdf

7 Ibid. p.8
8 Ibid. p.8

9 The 2002 Census registered 414,839
Serbs abroad. The decrease in their
number is caused by methodological
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graphic trends are marked by a
negative population growth rate of
-0.5 from 2005-2014," especially
in the rural areas that lost 363,000
inhabitants in the inter-census
period between 2002 and 2011."
There are increasing rural-urban
disparities with a rapid population
decline in rural areas, while its
urban centres have expanded due
to rural migration inflows. According
to the 2011 Census data, we can
see that Eastern Serbia and parts
of Western Serbia are those areas
with the highest number of Serbian
migrants in Austria.

and organizational changes of the 2011
Census that focused on the usual residents
instead of migrants themselves (migrants’
families in Serbia were the basic source
of information on external migrants), thus
turning the registered numbers into a
large quasi sample (Stankovi¢ 2014). This
change was also affected by the Census
boycott of Albanians in the southern
municipalities of Bujanovac and PreSevo,
and by new remote migrant destinations
not included in the sample, amongst other.
(Predojevic-Despi¢ and Penev, 2014)

10 World Bank (2016): Migration and
Remittances Factbook 2016

11 Republic of Serbia (2015): Migration
Profile for 2014
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Ficure 1. MAP WITH ABSOLUTE NUMBERS OF SERBIAN MIGRANTS IN AUSTRIA,
PER MUNICIPALITIES OF ORIGIN
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The emigration trend can be ex-
plained in part due to weak labour
demand and poor wages, as well as
challenges related to its education
and healthcare system, corruption
and administration. The Govern-
ment of Serbia (GoS) adopted
amendments to the Labour Law in
2014, thus increasing labour market
flexibility. In 2017, the Statistical
Office of the Republic of Serbia
(SORS) Labour Force Survey re-
ported a decrease in unemployment
from 19% in the first quarter of 2016
to 14.6% in the same period for
2017."2 There were 149,000 unem-
ployed people less when compared
in the same period, though this
could also be explained in part due
to the changes in the survey meth-
odology and the continued migra-
tion of the unemployed. SORS also
reported that the total unemploy-
ment rate in the second quarter of
2017 was as low as 11.8%."

However, the at-risk-of-poverty

or social exclusion rate remains
high at 38.7% in 2017." Southern
Serbia is the region with the highest
risk-of-poverty rate. Furthermore,

12 http://pod2.stat.gov.rs/
ObjavljenePublikacije/G2017/pdfE/
G20171144.pdf. It is assumed that hidden
unemployment is very high in Serbia.

13 http://pod2.stat.gov.rs/
ObjavljenePublikacije/G2017/pdfE/
G20171242.pdf

14 http://pod2.stat.gov.rs/
ObjavljenePublikacije/G2017/pdfE/
G20171087.pdf
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the depopulation trend continued in
2015, reaching —5.1%, compared

to the previous year or 141,136
Serbian citizens less compared to
the 2011 Census data. Southern
Serbia, inhabited by approximately
3.5 million people — a territory with
almost twice the size of the northern
regions — was most affected with
121,636 people less in this period.

The table below shows Eurostat
data on the number of Serbian
citizens living in the EU in 2012 and
2013. The same source demon-
strates that they are predominantly
between and ages of 15-64.%

15 Republic of Serbia (2015): Migration
Profile for 2014, p.33

Table 1 is extracted from the Migration
Profile of the Republic of Serbia 2014.
France has not been included in the table,
however, the authors wish to highlight that
it should have been placed at the top of the
table, after Germany.



TaBLE 1. CiTiIzENS OF THE REPUBLIC OF SERBIA LIVING IN EU MEMBER STATES IN 2012 anD 2013

Country of
Destination

in the EU
Germany

Austria

Italy

Slovenia

Belgium

Sweden

Hungary

Spain

Czech
Republic

The
Netherlands

Romania

Finland

Denmark

Slovakia

Bulgaria

Poland

Source: MigraTioN ProFiLE oF THE RepuBLic oF SERBIA 2014, P.33; ACCORDING TO EUROSTAT

Total

215,189

111,642

51,103

7,317

7,109

6,127

8,388

3,245

2,081

141

417

901

660

665

643

248

2012

Men

109,277

57,866

26,778

5,108

3,643

3,200

4,440

1,658

1,401

68

277

501

329

493

369

213

Women

105,912

53,776

24,325

2,209

3,466

2,927

3,948

1,587

680

73

140

400

331

172

274

35

Total

216,628

111,303

41,678

7,784

6,937

6,409

4,894

3,173

2,253

2,116

1,460

832

788

716

645

252
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2013

Men

108,773

57,469

21,066

5,433

3,546

3,389

2,752

1,594

1,504

962

1,059

456

392

523

367

217

Background

Women

107,855

53,834

20,612

2,351

35391

3,020

2,142

1,579

749

1,154

401

376

396

193

278

35

21



Background

22

The number of Serbs who immi-
grated to OECD countries between
2007 and 2015 has almost tripled:
from 21,800 in 2007 to 58,700 in
2015." Similar to previous years, in
2015 most Serbs went to Germany
(45,200), Austria (7,800), Slovenia
(2,400), and Sweden (1,800)."

According to the 2017 Austrian pop-
ulation register,18.9% of Austria’s
8.77 million inhabitants are foreign-
ers (by country of birth) or 15.3%
when measured by nationality.™ It
is estimated that Serbs or those of
Serbian origin in Austria range be-
tween 170,000 to 300,000 people,
representing the largest group of
third-country nationals in Austria.™

16 OECD International Migration Outlook
2017, Table B.1. Inflows of foreign
population by nationality p.251-268,
http://www.keepeek.com/Digital-Asset-
Management/oecd/social-issues-migration-

health/international-migration-outlook-2017_

migr_outlook-2017-en#.WilOKYanHIU
17 Ibid.

18 https://www.statistik.at/web_en/
statistics/PeopleSociety/population/
population_change_by_demographic_
characteristics/population_by_citizenship_
and_country_of_birth/036032.html

19 Statistik Austria https://www.statistik.
at/web_de/statistiken/menschen_
und_gesellschaft/bevoelkerung/
bevoelkerungsstruktur/bevoelkerung_nach_
staatsangehoerigkeit_geburtsland/index.
html

| LINK UP! Serbia | Feasibility study

These figures vary as many ethnic
Serbs in Austria come from the
regions of the former Yugoslavia
that are not part of Serbia’s current
borders. An estimated one-third of
those who have immigrated over
the past years now hold Austrian
citizenship (Becker et al. 2009).
This also includes the estimated
number of Serbian diaspora, mean-
ing those people from the first,
second and third generation living
in Austria and who maintain ties to
Serbia even without possessing the
Serbian citizenship.

Up to 2007, the maijority of foreign
workers in Austria were from the
former Yugoslavia, making up three
quarters in 1970 and close to one
half up to 2002. It was only in 2008
when employees from the EU-27
surpassed the share of workers
from the former Yugoslavia. In
2009, Serbs and Montenegrins
were the second largest group of
labour migrants after Germans
(Mara et al. 2013). Presently, little
is known about the demographic
structure of Serbs who have mi-
grated to Austria or who are from
the second or third generation of
Serbs in Austria, about their human
and social capital or their migration
intentions.

In the framework of this study,
ICMPD conducted a survey with the
aim, amongst other, to collect data
on the motivation and migration pat-



tern. It should be noted, however,
that the survey is not representative
as 398 valid data sets were collect-
ed, thus the findings will be present-
ed in conjunction with data drawn
from the Serbian Census and the
Austrian Statistical Office.

The Serbian 2011 Census data
reports that 70,488 Serbs live in
Austria, which makes 22.5% out

of the total of 313,411 Serb emi-
grants throughout the world®, while
the Austrian statistics registered
118,454 Serbs who live in Austria
at the beginning of 2017. Accord-
ing to the same source, Serbs are
the second biggest migrant group
in Austria in 2017, preceded by
Germans (181,618) and followed by
Turkish (116,838) and followed by
citizens from Turkey (116,838) and
Bosnia and Herzegovina (94,611).2"

The region of South and East
Serbia (58.78%) has the highest
emigration rate, followed by the
region of Sumadija and West Serbia
(23.43%), Vojvodina (10.18%) and

20 V. Stankovi¢ (2014): Serbian Process
of External Migration, p.41, http://pod2.stat.
gov.rs/ObjavljenePublikacije/Popis2011/
Inostranstvo.pdf

21 Statistik Austria (2017): Migration &
Integration. Zahlen. Daten. Indikatoren
2017, p.26-27
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then the Belgrade region (7.61%).?
For that reason, researchers have
defined Central-East Serbia (CES)
and South-West Serbia (SWS) as
the “hot” emigration zones?® with the
largest concentration of the popu-
lation living abroad.?* Some of the
municipalities in that area hold a re-
cord-high share of persons abroad
in relation to the total population in
that municipality (Malo Crni¢e 33%,
Zabari 31%, Kugevo 30.7%, all in
the Branicevo district). The largest
number of Serbs abroad from the
CES zone is from the municipality
of Negotin (12,763). However, ten
Belgrade municipalities counted
together have the biggest emigrant
stock from Serbia.?

SORS data from 2011 reports that
23.3% of Serb immigrants spend
less than one year in Austria, 12.5%
between 1-4 years, 13.9% between
5-9 years, 11.2% between 10-14
years, 9.5% between 15-19 years,
14.2% between 20-24 years, 3.9%
between 25-29 years, and 11.5%
reside in Austria for 30 years or

22 V. Stankovi¢ (2014): Serbian Process of
External Migration, p.46

23 See Annex, Tables 7 and 8

24 J. Predojevi¢-Despi¢ and G. Penev
(2014): “Emigration Zones in Serbia:
2011 Census Results”, p.388, http://www.
maticasrpska.org.rs/stariSajt/casopisi/
ZMSDN_148.pdf

25 |bid. p.604
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more.?® These numbers demon-
strate that there is a tendency
toward longer term or permanent
residency rather than short-term.
However, the 2011 Census in
Serbia concomitantly indicates that
34,045 Serbs have returned from
Austria.?”

An ICMPD survey conducted as a
part of this study in 2017 revealed
that 28.7% of respondents moved
to Austria between 1991 and
2000, 22.8% between 2001-2010,
16.8% between 1981-1990. 13.7%
of the respondents were born in
Austria, while 6.1% came when
the ‘guest-working policies’ were in
place (1.5% between 1961-1970
and 4.6% between 1971-1980).
11.9% of the respondents have
moved to Austria since 2011. The
ICMPD survey showed that the
majority of the respondents live in
Vienna (82.3%), followed by Low-
er Austria (6.1%) and then Upper
Austria (5.2%).

It is useful to look at the sub-layers
of Serbian migration along gen-
der and age, as well as related

26 V. Stankovi¢ (2014): Serbian Process of
External Migration, p.41

27 See Annex, Figures 10-12 and Tables
7-9 for the regional dispersion of Serbian
citizens migrating to and returning from
Austria, according to the 2011 Census
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push- or pull-factors that motivated
migrants to settle in Austria. To this
end, the study turns to a research
conducted between 2011 and 2012
that reached out to 1,000 Serbian
migrants, all of whom were random-
ly interviewed.?

There were significant differences in
terms of gender and age between
two groups of interviewed Serbs:
those who came between 2004
and 2009 and those who arrived
after the visa liberalisation between
the EU Schengen area countries
and Serbia in 2010. For the former
group of immigrants, 53% were
male and 47% were female. How-
ever, the share of men decreased
and, in 2012, 51% of immigrants
were men and 49% were women.
38.4% of Serbs who arrived before
the visa liberalisation were between
25-34 years and 27.3% of them
between 35-44 years. Those who
arrived after the visa liberalisation
were younger: 34% of them be-
tween 18-24, and 28.6% between
25-34 years (Mara et al. 2013).

Furthermore, the study identified a
combination of factors that motivat-
ed individuals to migrate to Austria.
Being pulled by mainly economic
motives, Serbs came between 2004
and 2009 to ‘earn more money’
(30%), to ‘study’ (14%), to ‘look for

28 |. Mara et al. (2013): Migration Patterns
of Serbian and Bosnia and Herzegovina
Migrants in Austria: Causes and
Consequences, WIIW Research Report 389



work’ (13%). The post-2010 group
came to ‘study’ (27%), to ‘earn
more money’ (11%) and to have a
‘higher standard of living’ (11%). A
similar shift can be identified in rela-
tion to their migration experiences:
in the first group, factors considered
as positive outcomes were linked

to ‘making more money’ (30%),
‘finding a better job than at home’
(19%), ‘learning a new language’
(19%), while in the second group
‘knowledge of a new language’
(35%) was considered the most
important factor followed by ‘making
more money’ (21%) and the ‘feeling
to have more opportunities’ (18%).

Regarding their migration inten-
tions, there was a high preference
to staying permanently, as ex-
pressed by 82% of those who ar-
rived between 2004 and 2009, and
57% of those who immigrated after
2010. Only one in ten migrants in
both groups had previously lived in
Austria, while 16% among the first
and 7% among the second group
had previously migrated to other
countries.

Levels of education are an addi-
tional variable that may support
greater economic links between
host and home societies. Accord-
ing to the 2011 Census, the United
States and Canada® along with

29 Canada is different than all the other
countries listed since it uses a points-

Background

Germany and the United Kingdom,
attracted Serbs with higher levels
of education: 57.6% emigrants with
doctorates and 44.7% with Master’s
degrees settled in these countries.*°
Of the total Serb student body
abroad, comprising 12,092 people,
8.1% of them were in Austria.*'

ICMPD’s survey found that 39.1%
of respondents stated university or
a similar degree as their highest
level of education, 25.4% of re-
spondents have completed voca-
tional school, and 24.8% of them
have completed high school (15%
with BHS/HTL and 9.8% with AHS
degree). The share of respondents
with craft training is 8%, while 2.7%
of respondents have only complet-
ed primary school.*?

According to Mara et al. (2013) and
based on the Austrian data of 2011,

based system for immigration. Those with
higher levels of education and command
of English, French or both receive a higher
likelihood of successful emigration.

30 V. Stankovi¢ (2014): Serbian Process of
External Migration, p.74

31 Ibid. p.75

32 It should be noted that the sampling
method and thus target group is different
from that of Mara et al. study. ICMPD’s
survey also includes Serb diaspora,
meaning also people who are born or those
who have been naturalised, while Mara et
al. study screened respondents according
to citizenship criteria and did not include
naturalised Serbs or Serb diaspora.
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almost one third of Serbs worked

in unskilled or partially skilled
professions, 25% worked as ser-
vice workers and shop and market
sales workers; about 19% worked
in crafts and related professions;
roughly 18% of them worked as
plant and machine operators, while
the rest worked in other profes-
sions. However, a precise analysis
on their economic activity is blurred
due to Yugoslavia’s period of state
dissolution. There is not enough
research on the number of highly
educated and successful Serbs, on
those who have been naturalised,
or those who are descendants from
the ‘guest workers’ who may not
necessarily have Serbian passports
but may still nurture close ties to
Serbia.

Mara’s research also revealed that
the employment status of Serbian
migrants significantly changed from
unemployment before migration to
full-time employment in their new
destination country. Those with lon-
ger periods of residence in Austria
were mainly employed full-time (two
thirds of the first group) with only
one out of ten migrants being un-
employed. Among Serbs who came
to Austria after 2010, only 42% of
them worked full-time, while 29%

of them were full-time students.

The arrival of Serbian students has
emerged as a new type of migration
flow linked to student mobility, a
characteristic that does not signifi-
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cantly factor into prior periods of
migration.

Additionally, an element not ex-
amined by the Mara study is the
number of Serbian migrants who
are self-employed or entrepreneurs.
The ICMPD survey investigated
Serbian migrants’ current employ-
ment status and revealed that more
than half of the respondents are
full-time employees (59.1%) and,
notably, 19.1% of the respondents
are engaged in entrepreneurial ac-
tivities or have their own company.
Moreover, 8.9% of the respondents
are employed part-time and 8.6%
are not part of the Austrian work-
force. Finally, less than one percent
of the respondents were on paren-
tal leave at the time of the survey,
with 3.7% of the respondents in
school or working as an apprentice.

The relationship between the state
and Serbs abroad is characterised
by distrust on both sides, and the
reasons for that are multi-layered
and complex. The application of
repressive measures against polit-
ical adversaries during World War



Il and in the immediate post-war
period as well as the nationalisation
of private property by the Yugoslav
communist regime, all resulted in
unsettled disputes and resentments
that (subtly) persisted over the

next decades. The diaspora minor
investments in private production
and craftsmanship were also due to
socialist ideology and complicated
administration fearful to embrace
political opponents.

During the wars of the 1990s, dias-
pora were wooed in the expectation
to spur their affiliation towards their
homeland, and to increase their
support towards their cause. This
was followed with a period of priva-
tisation in the 2000s, a time often
referred to the ‘wild’ capitalism®: as
researchers observed, there was
‘transition without transformation or
post-communism with suspended
change, particularly in the area of
privatisation’, which lacked a genu-
ine transformation of property rela-
tions and thus propelled the power
structures of the prior regime.*

During the time of Serbia’s pri-
vatisation and denationalisation,
many formerly state-owned assets
were only partially returned or
even bought by descendants of the

33 M. Upchurch and D. Marinkovié¢
(2011): “Wild Capitalism, Privatisation and
Employment Relations in Serbia”, p. 318

34 M. Lazic and L. Sekelj (1997):
“Privatisation in Yugoslavia (Serbia and
Montenegro)”, p. 1057
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previous communist elite who now
belong in large part to the new tran-
sition elite.*® Therefore, the marginal
interest of the Serbian diaspora in
developing business activities in the
country of origin can be attributed to
a risky and unsafe economic envi-
ronment, corruption, criminality, and
a general lack of trust in the govern-
ment (Lacroix 2010).

This helps to explain in part why
the state policy and strategies for
attracting Serbian diaspora have
historically had relatively little suc-
cess in achieving the proclaimed
goals. Still, it is worth mentioning
the efforts made so far: Serbia es-
tablished the Ministry of Diaspora in
2004, which initiated a dialogue with
Serbian emigrants. That Ministry or-
ganised numerous conferences and
meetings between the state and
diaspora communities. In 2007 and
2008, through a joint effort of rele-
vant ministries, a network of Dias-
pora Offices (DO) was established
within local self-governments (LSG)
to serve as focal points for econom-
ic cooperation with the diaspora.
These municipal Diaspora Offices
were set up in Ni§, Smederevo,
Kladovo, Kudéevo, Ada, Pozarevac,
Veliko Gradiste, Parac¢in, Despo-
tovac, Golubac, KruSevac, Arilje,
Trgoviste, and Rekovac.

..................

35 B. Ratkovi¢-Njegovan and S.
Stamenkovi¢ (2016): “Business

and Corporate Elites in Serbia”,
http://scindeks-clanci.ceon.rs/data/pdf/1820-
3159/2016/1820-31591603227R.pdf
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28

Next to the establishment of DOs,
Diaspora Centres were set up with-
in each of the 16 Regional Cham-
bers of Commerce between 2007-
2008 with the goal of strengthening
state-diaspora partnership for
economic development, of channel-
ling remittances to investments, and
reducing unemployment and pov-
erty.® It was an integral part of the
project “Economic partnership with
the Diaspora at regional and local
level” led by the Ministry of Dias-
pora. Through that project, a large
number of diaspora companies
were founded in the city of Cagak
(72 firms) and Novi Sad (28 firms).*”
On a broader scale, it is hard to
assess the impact
that this institutional
set-up had on the
Serbian economy
overall given that
the monitoring and
evaluation system
was weak and
no separate data
tracking was put in
place to distinguish
between diaspora
and non-diaspora
investments.
In spite of wide recognition that
the diaspora can substantially help

36 http://www.dijaspora.gov.rs/lat/adresar-
lokalnih-kancelarija-za-dijasporu-2/

37 V. Gregic¢ (2016): “How Can the Serbian
Diaspora Contribute Much More to the
Development at Home Country?”, p.75
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Serbia to develop and modernise,®
state institutions dealing with the
diaspora have been shrinking. IC-
MPD'’s field work in May 2017 found
that DOs have not received regular,
governmental-level support and,
consequently, downsized or halted
their activities. Although their scope
of work has been shrinking and has
ceased to exist in some places due
to financial problems and employ-
ment restrictions, some offices still
remain in place thanks to dedicated
volunteers. One example is the
newly established Diaspora Office
in the city of Loznica (the Macva
district), which is run by an entre-
preneur and a returnee from Swit-
zerland.

From 2010 to 2013, the Assembly
of the Diaspora and Serbs in the
Region became the highest repre-
sentative body with 45 global dias-
pora delegates. Its third and final
meeting took place in 2013, while
the last available information on its
activities was in June 2014.% In the
meantime, the National Assembly
has established a Committee on the
Diaspora and Serbs in the Regions,
and it convened its first meeting in
July 2016. While the Committee

38 Migration Management Strategy as of
2009, Strategy to Preserve and Strengthen
the Relationship between Homeland and
Diaspora and Homeland and Serbs in the
Region as of 2011; Law on the Diaspora
and Serbs in the Region as of 2012

39 http://www.dijaspora.gov.rs/skupstina-
dijaspore-i-srba-u-regionu/



meets regularly, it consists exclu-
sively of members of parliament
with no representative from the
Serbian diaspora.®

The Ministry for Di-
aspora was closed
in 2012, and its
duties transferred
to the Office for
Cooperation with
the Diaspora and
Serbs in the Region
whose mandate
ended in 2014. The
Law on Ministries
in 2014 positioned
the Office, now
entitled Directorate,
under the Ministry
of Foreign Affairs of the Republic of
Serbia (DfD MFA).

However, at the time of conducting
this research, a Director has yet

to be appointed*' and the Organ-
izational Structure of the Ministry
of Foreign Affairs has no positions
or units envisioned for it.*? In early
2017, resulting from a process of
centralisation, all regional Cham-
bers of Commerce, once independ-

40 http://www.parlament.gov.rs/activities/
national-assembly/working-bodies/
committees,-sub-committees,-working-
groups.2378.html

41 Information obtained during the ICMPD
team meeting with the Directorate for
Diaspora

42 www.dijaspora.gov.rs/en/management
the Organizational Structure of the Ministry
of Foreign Affairs
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ent legal bodies, were integrated
into the Chamber of Commerce
and Industry of Serbia (CCIS). The
CCIS has a Diaspora Centre but

it seems that the new concept of
cooperation does not focus on the
activities of the regional branch-
es, as per the findings of ICMPD’s
research team. Still, some branch
offices, such as the one in Zajecar,
have continued with some occa-
sional activities, showing that per-
sonal or local initiatives can make a
difference even under unfavourable
conditions.

For the moment, the Directorate
under the MFA runs a small grant
programme to support diaspora
organisations. The Serbian MFA
classified Serbian organizations in
Austria along following categories:*?

e Federations and umbrella or-
ganizations (10);

e Clubs, societies and associa-
tions (79);

e  Culture, information and educa-
tion centres (4);

e Sport societies (10, all football
clubs); and,

e The Serbian Orthodox Church
(8)

Most of these groups focus on
cultural matters and have no pro-

43 http://www.mfa.gov.rs/sr/index.php/
konzularni-poslovi/dijaspora/klubovi-iz-
dijaspore/101-dijaspora-klubovi/10658-
austrija-dis?lang=cyr
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grammes aimed at investment or
economic development. Some of
them were founded in the 1970s

as Yugoslav guest worker clubs
and became Serbian in the 1990s.
In 2014, the Club of Serbian Busi-
nessmen in Austria was founded by
the Association of Serbian Clubs

in Vienna* with the aim to promote
investment opportunities in the
region and connect Serbian and
Austrian businessmen to Serbia. At
the time of the research, only two
associations, namely the Austri-
an-Serbian Economic Forum#* and
the Business-Media Center Idea
House in partnership with Dijaspora
TV include economic components
in their activities in Austria. The
CCIS conference in February 2014
‘Business bridge Serbia-Austria-Eu-
rope’ marked the constitution of the
Serbian Economic Senate that was
initiated by the Austrian Senate of
Economy* to bringing together Ser-
bian, Austrian and German entre-
preneurs. The declared objective of
the Serbian Economic Senate is to
work closely with SMEs and fam-
ily-run businesses and help them
tap into the international market,
including by deepening the cooper-
ation between educational institu-

44 See also http://www.b92.net/biz/vesti/
svet.php?yyyy=2014&mm=04&dd=09&nav_
id=834444

45 http://www.oesw.org/

46 http://www.senat-oesterreich.at/
internationale-wirtschaftsplattform/
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tions and the economy.*
Generally, when it comes to main-
streaming migration into sectoral
policies, it can be said that the
Serbian government has made
significant efforts to improve its
infrastructure and legal system, as
well as to align its policies with EU
standards, including by addressing
the nexus between migration and
development. For a list of those
key government documents on
socio-economic development that
integrate migration in their thinking,
see Table 2 below.

47 http://www.senat-srbija.rs/o-nama/
vizije-i-perspektive.html
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TABLE 2. INCLUSION OF MIGRATION IN STRATEGIC DOCUMENTS

Migration
Document integration
National Sustainable Development Strategy (as of 2008) J
Strategy and Policy of the Industrial Development for J
the period 2011 - 2020
Strategy for Supporting the Development of SMEs, Entre-
preneurship and Competitiveness for the period 2015-2020
Strategy for Agricultural and Rural Development
for the period 2014-2024
Strategy on Promotion and Development \
of Foreign Investments
National Employment Strategy for the period 2011-2020 \
Social Protection Development Strategy
Public Health Strategy
Strategy for Development of Education in Serbia by 2020 V
Strategy on Scientific and Technological Development \
for the period 2016-2020
Employment and Social Reform Programme in the Process N
of EU Accession
National Youth Strategy for the period 2015-2025 \
Programme of Official Statistics \

ICMPD TEAM, PREPARED ACCORDING TO M. RASEvI¢ (2016)
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In sum, the ambivalent relationship
between the diaspora and the Re-
public of Serbia still exists despite
the declared objective to foster
stronger ties with the purpose of
stimulating Serbia’s economy.
International best practice has
shown that it is not only the institu-
tional framework for diaspora en-
gagement that matters, but that the
business environment is one of the
most crucial factors that contribute
to investments decisions, including
from the diaspora.
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Due to a set of structural reforms
in 2014-2015, the business envi-
ronment has improved slightly as
it ensured the stability of public
finances and the reduction of the
foreign trade deficit.*®

Still, Serbia’s macroeconomic setting
is characterised by a high level

of foreign and public debt, insuffi-
cient investment, fluctuations of the
foreign currency exchange rates
and high, although now decreas-

48 The National Economic Reform
Programme for 2015-2017, p.9 http://www.
mfin.gov.rs/UserFiles/File/dokumenti/2015/
NERP%202015%20ENG%20za%20
WEB%2018_3_2015.pdf

Business support system in Serbia

ing, unemployment. All these have
resulted in comparatively low eco-
nomic growth and competitiveness.
The Global Competitiveness Report
2017-2018 ranks Serbia on place
78 out of 137 countries and catego-
rises its stage of economic develop-
ment as efficiency-driven.*®

Nevertheless, there have been
some improvements over the past
years, as illustrated through its
ranking on the World Bank’s Doing
Business list.5° Out of 190 econ-

49 World Economic Forum (2017)

50 http://www.doingbusiness.org/~/media/
WBG/DoingBusiness/Documents/Annual-
Reports/English/DB2018-Full-Report.pdf

http://www.doingbusiness.org/~/media/
WBG/DoingBusiness/Documents/Annual-
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Business support system in Serbia

omies, Serbia ranks in place 43 in
2018 compared to 47 in 2017 and
59 in 2016.5" In 2016, the country’s
per capita GDP was USD 5,376.3,
up from 2015, and can be partly
attributed to improved productivity

in manufacturing and export growth,
although currently only 4.4% of com-
panies are exporting. % % Serbia lags
behind in the degree to which col-
lateral and bankruptcy laws protect
the rights of borrowers.5* According
to the European Commission’s 2016
Serbia Report, the general institu-

Reports/English/DB17-Full-Report.pdf

http://www.doingbusiness.org/reports/
global-reports/~/media/\WBG/DoingBusiness/
Documents/Annual-Reports/English/DB16-
Chapters/DB16-Mini-Book.pdf

51 Most of the improvement is reflected by
easier acquisition of construction permits
(the 10" place for 2018 compared to the
36" for 2017) and the easiness of starting a
business (5 procedures now taking 5.5 days
and improving its ranking to the 32" place
for 2018 compared to the 47" for 2017)

or registering property. On the 2017 list,
Serbia peaked among top ten economies
showing the most remarkable improvements
in performance on the Doing Business
indicators in 2015/2016

52 WEF (2017): The Global
Competitiveness Index 2017-2018

53 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMEs) in Serbia, p. 17

54 The current Law on Enforcement

and Security (as of 2015) seems to

favour lenders to borrowers and does

not differentiate between borrowers who
deliberately avoid settling their liabilities and
borrowers who are forced to do so due to a
third party’s fault.
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tional and regulatory environment is
weak: important laws continue to be
adopted by emergency procedure,
while the adoption of secondary
legislation is delayed and courts are
overburdened with many unsolved
cases.®

The EU-Serbian Civil Society Joint
Consultative Committee considers
Serbia to have a bank-centric finan-
cial market with an underdeveloped
legal framework to make products
in the non-banking sector possi-
ble.*® In the wake of the financial cri-
sis, the banking sector had become
more risk-averse and suffered

from a high level of non-perform-
ing loans. The supply of long-term
loans is limited by banks’ short-
term liability structures and there is
a shortage of affordable financial
products in local currency. Due to
the lack of relevant legislation, there
is no micro-financing sector and
investment funds are few (EESC
2016). On a positive note, Serbia’s
high-tech start-up scene has been
taking shape recently, which has
exacerbated the need for ear-
ly-stage funding.

55 https://ec.europa.eu/neighbourhood-
enlargement/sites/near/files/pdf/key_
documents/2016/20161109_report_serbia.
pdf, p.28

56 EESC (2016): Report of 39 Meeting
of the EU-Serbia Joint Consultative

Committee: Enterprise and Industry Policy,
p.7 http://www.eesc.europa.eu/resources/
docs/eesc-2016-05200-00-01-tcd-tra-en.
docx



It is estimated that the non-bank-
ing financial sector in Serbia may
experience some substantial
changes over the coming year as
its legal framework is being re-
viewed by the National Bank of
Serbia’s (NBS) Working Group.%”

It is estimated that the adoption

of a law on non-banking finance
institutions would create EUR 870
million worth of micro-credits and
open up about 100,000 new jobs.%
Besides, in May this year the Min-
istry of Finance (MoF) established
a Working Group to draft the Alter-
native Investment Funds Law.*® The
Programme for the Improvement
of Serbia’s Business Environment
covering the period 2017-2019 was
adopted by the Government of Ser-
bia (GoS). It recognised USAID’s
Business Enabling Project (BEP),
the National Alliance for Local Eco-
nomic Development (NALED) and
the National Secretariat for Public
Policy as the main contributors in

57 USAID BEP (2016): Legal Framework
for Non-Banking Financial Institutions

in Serbia, p.15, http://www.bep.rs/
baza_znanja/english/documents/access-
to-finance/Legal%20Framework%20
for%20NBF1s%20in%20Serbia%20-%20
Outstanding%20lssues%20June%202016.
pdf

58 The Danas Daily of July 27, 2017
http://www.danas.rs/
ekonomija.4.html?news_
id=352168&title=Mala+preduze%C4%87a+
najte%C5%BEe+dolaze+do+novca

59 http://bep.rs/english/
news_2017_05_30-3_en.php
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its development.®® The Programme
should reduce red tape and accel-
erate the introduction of e-govern-
ment services for businesses.

With a total investment volume of
EUR 2,02 billion and 450 compa-
nies, Austria is the biggest for-

eign investor in Serbia. The most
prominent investment sectors from
Austria are banking, insurances,
telecommunications, gas stations
and logistics. Altogether, these
companies employ 18,100 people.
There is a lack of information as per
the company’s size or in what way
diaspora has been involved in brok-
ering such investments into Serbia.

As per the Serbian Accounting Law
(2013), an SME is an enterprise
that fulfils at least two out of three
criteria for each of the categories:

e Micro-sized companies, includ-
ing self-employed persons: up
to 10 employees, up to EUR
700,000 annual turnover, up to
EUR 350,000 total assets;

e Small-sized companies with up
to 50 employees, up to EUR 8.8
million annual turnover, up to
EUR 4.4 million total assets;

60 http://bep.rs/english/
news_2017_01_31-1_en.php
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e Medium-sized companies: up to
250 employees, up to EUR 35
million annual turnover, up to
EUR 17.5 million total assets.

In 2015, SMEs comprised 99.8%
of total active business entities,
employed almost two-thirds of em-
ployees in the non-financial sector
and contributed to 32% of Serbia’s
GDP." It should also be noted that
only 4% of all SMEs are exporting

TABLE 3. SECTORAL DISTRIBUTION OF SERBIAN SMEs IN 2015

companies, while SMEs generate
76% of total exports.®

Most of these enterprises consist of
solo entrepreneurs (71.6%). Micro
enterprises represented 24.6% of
the total SMEs.

In sum, they made up 324,600 busi-
ness entities in 2015. The sector of
wholesale, retail trade and repair of
motor vehicles together with man-
ufacturing dominated the Serbian
SME business in 2015.

Services 25.6 20.3 10.7

Transportation

10.2 5.1 5.9
and storage

Wholesale,
retail trade and

. 29.0 279 42 .4
motor vehicle
repair
Construction 7.2 7.2 6.3
Public utilities 0.6 3.5 5.8
Manufacturing 15.7 27.9 22.5
Other sectors 11.6 8.2 6.3

Source: MoE accorping To SORS, 2016, .15

61 Ministry of Economy of Republic

of Serbia (2016): Report on Small and
Medium Enterprises and Entrepreneurship
for 2015
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22.7 4.6 3.7
7.8 0.9 3.3
257 28.2 55.2
8.0 0.8 1.7
3.2 2,5 1,0
251 58.8 33.8
7.6 4.1 24

..................

62 Ministry of Economy (2015), Report on
small and medium-sized enterprises and

entrepreneurship in 2014



In 2015, the SME sector in Serbia
was less developed compared

to the EU-28 average.®® The high
share of Serbian SMEs in terms of
business operation indicators (num-
ber of enterprises and employees,
GVA) stems from the slow structural
reforms. On average, a Serbian
SME employs 3.3 workers, which

is less than the EU average of 4
workers. Moreover, the productivity
of Serbian SMEs is 4.7 times lower
than that of the EU-28 average.®

In 2015, the GoS adopted the
Strategy for the Support to Devel-
opment of Small and Medium-Sized
Enterprises, Entrepreneurship

and Competitiveness for the peri-
od 2015-2020, as well as related
Action Plan. In that document, the
GoS spells out its main goals to be
achieved before 2020, which are to
improve the business environment,
access to finance, support the
development of human resources,
strengthen competitiveness and
maintain sustainability of SMEs,
open access to new foreign mar-
kets, and support the development
of an entrepreneurial mindset,
women entrepreneurship, youth
and social entrepreneurship. The
implementation of the action plan
seeks to increase by 10% the total
number of SMEs and entrepre-
neurs until 2020 and to increase the

63 Ibid., p.32

64 Ibid., p.32
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number of employees in the SME
sector by 24% (when compared to
2013). The objectives of the Strat-
egy and Action Plan are in line with
the European Small Business Acts
principles, but no analytical frame-
work has been designed to evalu-
ate these measures (EESC 2016).%°
Support to the Competitiveness
Sector forms part of the Instrument
of Pre-Accession Assistance (IPA 2)
from 2014 to 2020, though its pro-
portion is lower than for all the other
priority sectors.

A new Law on Investment, which
sets criteria for state support to
investors and aims at improving the
institutional framework for invest-
ment promotion and support, was
adopted in October 2015.% Serbia
had already joined the EU’s com-
petitiveness and SME programme
COSME in January 2016 and
HORIZON 2020. A new institution
has been established - the Devel-
opment Agency of Serbia (DAS),
replacing the National Agency for
Regional Development (NARD)
and the Serbian Investment and
Export Promotion Agency (SIEPA).
In 2016, the GoS also launched

the “Year of Entrepreneurship” to
integrate the efforts of different insti-
tutions and organizations to affirm

65 EESC (2016): Report of 39 Meeting of
the EU-Serbia Civil Society Joint Consultative
Committee: Enterprise and Industry Policy, p.6

66 More information to be found in the
section on ‘Financial Support'.
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entrepreneurship as one of the core
elements of its policy, with an over-
all budget of RSD 16 billion (ap-
proximately EUR 130 million). It has
helped to roll out 33 programmes.
Given its success, as documented
by the Ministry of Economy, they
decided to extend some of these
programmes beyond the ‘Year of
Entrepreneurship’.

The expansion and development

of the SME sector is both an op-
portunity and a necessity for the
Serbian economy. Serbia has few
large companies, and many of them
needed to close after the 2008 re-
cession. As a result, large Serbian
companies are not the sole or most
crisis-resistant structures driving the
economic growth of the country.

Besides, it seems that current or
potential entrepreneurs in Ser-

bia are not fully recognised and
identified by state institutions.®”
Serbia is no longer a part of the
Global Entrepreneurship Monitor.®
Cumbersome bureaucracy and an
unstable regulatory environment
generally discourage Serbs from
either starting their own business or
registering it at all, thereby creat-
ing a large informal economy. 156

67 D. Bobic (2017): Youth
Entrepreneurship in Serbia: Mapping
Barriers to Youth Entrepreneurship, p.12

68 Serbia participated in the GEM only
in the period of 2007-2009 when it was
represented by the Faculty of Economics
from the city of Subotica.
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laws and over 250 by-laws currently
regulate the management of a busi-
ness and they are subject to fre-
quent changes. Unfair competition
creates an additional problem in

the current economic setting where
almost a third of the GDP (30.1%)
is earned in the grey economy.® In
2015, the GoS adopted a National
Programme for Combating the Grey
Economy™, and declared 2017 and
2018 as the years to fight against
the informal economy. It forms part
of the GoS’s National Programme
through which they expect to
increase their tax revenues signifi-
cantly.

According to a study from the
European Investment Bank (EIB),
which examines the difficulties

that Serbian micro businesses and
SMEs face when seeking financing,
access to finance remains a major
issue for these types of companies.
In particular, access to mainstream

69 D. Bobi¢ (2017): Youth
Entrepreneurship in Serbia: Mapping
Barriers to Youth Entrepreneurship, p.13

70 The Government of Republic of
Serbia (2015): The National Programme
for Combating Grey Economy, http://
www.mfin.gov.rs/UserFiles/File/strategije/
Nacionalni%20program%20za%20
suzbijanje%20sive%20ekonomije.pdf

71 http://www.srbija.gov.rs/vesti/vest.
php?id=118723

72 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMEs) in Serbia, Final
report



banking products remains a consid-
erable barrier for micro enterprises
given their lack of credit history,
collateral, as well as other stringent
risk criteria to access such loans.
Other factors identified relate to the
lack of skills in drafting a business
plan and financial projections that
banks usually require in order to be
able to issue loans. Additionally,
banks, and more general financial
intermediaries, are obligated by
law to apply strict risk management
standards. Hence, the EIB study
finds that the Serbian economy
relies too much on the banking sys-
tem as a source of SME financing,
thereby making it especially prone
to external shocks. For that reason,
the study suggests that alternative
sources of finance should be devel-
oped in Serbia, including through
the provision of microfinancing and
equity capital.”

More specifically, the study finds
that microfinance, portfolio guaran-
tees and equity financing for SMEs,
coupled with capacity building for
entrepreneurs, are needed. In this
regard, it suggests two financing
tools that could be deployed imme-
diately: an accelerator facility and
an SME portfolio guarantee instru-
ment. The accelerator facility would

73 Another interesting finding from the EIB
study is that there is a lack of exact data
regarding SME products, in particular SME
guarantees through the banking system,
thereby making it difficult to make reliable
estimates on SME financing.
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invest in the share capital of final
recipients and provide equity and
quasi-equity financing to innovative
SMEs in their inception phase. The
SME portfolio guarantee instrument
with reduced or no guarantee fee
under de minimis aid would provide
the banks with guarantee cover-
age at the SME portfolio level.”
However, as a first step, the estab-
lishment of an enabling regulatory
framework for microfinance and
other non-banking credit institutions
would be required in order to set

in place the appropriate financial
instrument.

When it comes to early-stage
financing for start-ups and budding
entrepreneurs, there are only very
few institutions that provide such
microloans. The microfinance mar-
ket is generally considered under-
developed since such products are
restricted to banks, thereby closing
off the possibility to non-banking
credit institutions. The NBS is
currently reviewing the regulatory
framework to enable micro-lending
beyond the banking sector, and a
microfinance regulation is planned
to come into effect very soon. The
rate of non-performing loans is
relatively high with 22% of official
corporate NPL in 2015,7 which

74 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMEs) in Serbia, p. 87

75 National Bank of Serbia (2016),
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partially explains the relatively high
interest rate on loans and risk aver-
sion of financial institutions.

Some improvements have been
made with the introduction of a
monetary policy in 2013 and sub-
sequent reduction of the weighted
interest rate on foreign currency
loans for SMEs at approximately
8%. The European Investment
Bank has stated that 76.2% of the
total net loans are EUR loans rather
than in dinars.” The study from the
EIB recommends more seminars
and educational workshops that
allow raising awareness on the
microfinance market and bolstering
financial literacy.

The first important steps to support
Serbia’s business infrastructure
were undertaken in 2001 through
the creation of seven SME devel-
opment agencies, the first SME
revolving credit lines (later a guar-
antee fund), and the change of

Banking sector Fourth Quarter Report 2015.
Available at: http://www.nbs.rs/internet/
english/55/55_4/

76 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMESs) in Serbia, Final

report, , p. 42
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priorities by the Development Fund
of Serbia (DFS) toward SME and
private sector development.

One of the first documents tackling
SME development was the National
Economic Development Strate-

gy for the period 2006-2012. The
Regional Development Strategy of
the Republic of Serbia 2007-2012
aimed at improving polycentric re-
gional development through entre-
preneurship and SME development
policies, for example, through clus-
ter associations and connections
between enterprises, establishment
of business and technology incuba-
tors, and science and technology
parks (STP). The National Agency
for Regional Development (NARD)
was established in 2009 as a
successor of the Serbian Agency
for the Development of Small and
Medium-sized Enterprises and
Entrepreneurship. A regional SME
support infrastructure through the
Regional Development Agencies
(RDA) was launched then: now,
there are 15 RDA’s clustered
around SARDA - the Serbian As-
sociation of Regional Development
Agencies.”

The Strategy for Development of
Competitive and Innovative Small
and Medium-sized Enterprises
2008-2013 also envisioned pro-
grammes for the development of

77 See Annex, Table 12 with the list of
accredited RDAs



business incubators and clusters
and emphasized the necessity to
improve the institutional support for
SME development. The Strategy and
Policy of the Industrial Development
of the Republic of Serbia for the pe-
riod 2011-2020 also considers the
necessity to develop a business
support infrastructure focusing on
regional development. According

to this Strategy, the development

of business support infrastructure
includes mapping, constructing

and equipping industrial zones,
industrial parks, business incuba-
tors, clusters, logistic and business
centres and the need to improve
the tourism infrastructure.”

Next to the policy and regulatory
support infrastructure for SMEs,
there are a number of financial
instruments available in the form of
loans, guarantees and equity with
the dominant form being short-term
loans to finance working capital.
However, access to such loans

is typically a prerogative of those
companies with a solid credit his-
tory and ratings, thereby excluding
those businesses that do not meet
the risk criteria of banks, usually
early stage businesses (micro com-
panies, sole traders, start-ups).

Nevertheless, a business ecosys-
tem has developed over the past

78 The Government of the Republic of
Serbia (2011): The Strategy and Policy of
the Industrial Development of the Republic
of Serbia 2011-2020, p.122
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few years, which delivers services
to innovative companies and to
those at an early stage. Howev-

er, they can be considered quite
fragmented and there is room to
consolidate all the various schemes
into an information portal that can
accompany businesses throughout
their life cycles. Business incuba-
tion programmes have emerged
over the past years providing com-
prehensive support, although their
outreach capacity and sustainability
are limited.

Researchers believe that business
incubators have not found a fertile
soil in Serbia, or at least their basic
idea has not been understood prop-
erly.” Since 2005, no less than 30
incubators have been launched in
Serbia, and many have been closed
in the meantime, while others have
(re-)opened. In 2017, according

to the Ministry of Economy (MoE),
there are twenty business incuba-
tors in Serbia, five in Belgrade, six
in Vojvodina, five in southern and
eastern Serbia, and four in Sumadi-
ja and Western Serbia.®

79 V. Kopanja (2016): The Analysis of
Instruments of Support to Micro, Small and
Medium-size Enterprises and Entrepreneurs
at the Local Level, p. 21

80 See Annex, Table 13 on the list of
business incubators active in Serbia in 2016
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The mixed success rate of busi-
ness incubators can be explained
in part due to a lack of business
modeling and underlying assump-
tions that providing physical space
at favourable rates would be suffi-
cient to develop SMEs. As some
of the key reasons for their failure,
Kopanja (2016) posits that deci-
sion-makers have not understood
the process of business incubation
or realised that incubators might
support local economic develop-
ment in certain but not all economic
sectors. Additionally, there was a
lack of understanding of the local
needs and economic development
policies at the local level. Moreover,
research conducted by Mijaci¢ in
2011 showed that in most cases
their capacities were not utilised to
the fullest despite high investments
and subsidised prices. One of the
exceptions though is the Business
Technology Incubator of Technical
Faculties Belgrade (BITF).

Donors have had an important role
in the development of business
incubators. The first one was es-
tablished in Ni$ in 2004, with sup-
port of the ENTRANS project from
Norway. ADA supported incubators
in the region of Vojvodina through
the Building Business Incubators
initiative until 2010, while USAID
financed facilities for incubators

in the cities of KruSevac, Zajecar,
Prokuplje, Novi Sad and Kragu-
jevac. Support was also provided

| LINK UP! Serbia | Feasibility study

by the OSCE for Business and
Technology Incubator of Faculties
of Technical Sciences in Belgrade
and by SPARK for incubators in
Belgrade, Kragujevac, Vranje and
UZice. The Slovakian Government
and the EU Programme Exchange
supported an incubator in Backi
Petrovac.®'

According to the number of avail-
able incubation units, most tenants
can be accommodated in KruSevac,
UzZice, NiS and Subotica, while incu-
bators in ZajecCar, Backi Petrovac,
Novi Sad and Belgrade have the
lowest capacity.®?

Almost all donor projects support-
ing the development of business
incubators have come to an end.
Several incubators have success-
fully applied to the EU IPA calls.

An incubator in Kragujevac has
received significant funds from the
RSEDP 2 Programme, while one

in Backi Petrovac received funds
from the EU Exchange Programme.
Those in UzZice, Zrenjanin and Novi
Sad participated as partners in the
implementation of cross-border
cooperation programmes.

Next to the incubators, there are
also some accelerators making in-
vestments into companies that they
are supporting. One of the cross-re-

81 Ibid, p.14

82 Ibid. p.18
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gional accelerators, Eleven, which
has received considerable support
from the Bulgarian government and
the European Investment Fund,
has also attracted many promising
start-ups from Serbia and has in-
vested EUR 2 million in 17 Serbian
start-ups so far.t® Startlabs, another
such example, provides support to
Serbian and Western Balkan’s tech
startups. It invests USD 50.000 for
a 10-15% share in a start-up, which
includes a 3-month programme

in Belgrade and San Francisco,
thereby connecting Serbia with
Silicon Valley, the world center of
tech entrepreneurship.® Mentor-
ing, office space, contact network
and counseling are also part of its
programme.

Clusters provide different services
for their members, focusing largely
on the organization of seminars,
trainings and conferences, joint
marketing, visits to fairs, and public
advocacy. They have been creat-
ed in line with the defined national
strategy and have been supported
financially by several public insti-
tutions through the state budget

83 EIB (2017): Ex-ante study to assess
the potential future use of Fls to deploy IPA
resources in support of SMEs in Serbia

84 http://en.startit.rs/startlabs-first-serbian-
accelerator-investing-50-000-in-regional-
startups/
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or through the financial support of
international organizations.

Cluster development has a relative-
ly long history in Serbia, with many
donors supporting such activities: in
2003, for example, USAID launched
the four-year Serbian Enterprise
Development Programme initially
with the aim to promote cluster
building, but during the implementa-
tion, it changed its focus to support
SMEs. USAID’s Competitiveness
Development Project 2007-2011
cooperated with SME clusters in
specific sectors. Also their Pre-
paredness, Planning and Economic
Security Program and the Private
Sector Development in South and
South-West Serbia programmes
included some cluster-building
elements. GIZ worked with clusters
in Serbia through the GTZ WBF -
Program of support to economic de-
velopment and employment 2006-
2010 and GIZ ACCESS from 2010
to 2016. Other donors in that field
include the Swiss Import Promo-
tion Programme, the UN Industrial
Development Organization, Support
to Enterprise Competitiveness and
Export Promotion 2009-2013, EU
PROGRES 2010-2014 and the suc-
ceeding “European Progress” 2014-
2018, Regional Socio-Economic
Development Programme 2, as well
as by various programmes dealing
with innovation and development,
such as FP7, CIP, and programmes
of cross-border cooperation.



In the five-year period 2008-
2013, the Ministry of Economy
and NARD implemented the
programme of support to develop-
ment of innovation clusters with a
total amount of RSD 113.6 million
2008-2013. The Serbian govern-
ment awarded 64 clusters with state
funds between 2004 and 2015,
with a total amount of RSD 197.2
million equaling approximately EUR
2.1 million (Zarkovié et al 2016).
Several organizations that support
cluster development have been
established: in 2007, the Com-
petitiveness and Cluster Develop-
ment Centre within the University
of Novi Sad, in 2010 the Cluster
Council within the Serbian Cham-
ber of Commerce and Industry, the
House of Clusters, which initiated
the Balkan Cluster Network com-
prising 170 cluster initiatives and
institutions from the Balkans, and
the Association of Serbian Clusters
(ASKA) in 2015.

There are several successful ex-
amples (“Sumadijski cvet”, Vojvo-
dina ICT cluster, ICT NET) but, in
general, clusters in Serbia have
been weak in building trust and
closer links between their members.
Clusters and business incubators do
not have stable sources of funding,
which affects their liquidity and
human resources (Mijaci¢ 2011). A

85 SME Development Strategy and Action Plan
2015-2020
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very small number of clusters man-
age to survive thanks to member-
ships fees. Clusters and incubators
continue to actively seek out sup-
port in form of subsidies from the
public sector and donor funds, but
this is not a sustainable solution.
Mijacic¢ also found that there is a
weak link between clusters, incuba-
tors, universities and development
agencies, with the exception of Novi
Sad and Subotica.t®

Despite numerous brownfield loca-
tions and neglected industrial com-
plexes, industrial zones in Serbia
are mostly greenfield investments.
They are owned by LSGs and their
users are usually foreign investors
in the processing industries. Land
in industrial zones is sold through
auctions or granted through a multi-
year lease up to 99 years. Local
governments have no jurisdiction
over their management after selling
or leasing the land, so problems
related to their maintenance can
appear (Mijacic¢ 2011).

Most investments in industrial
zones and parks in Serbia were ini-
tiated through the National Invest-
ment Plan (NIP) that supported the
construction of 63 industrial zones
and parks in 50 municipalities be-
tween the years 2007 to 2010. The

86 D. Mijaci¢ (2011): Analysis of Business
Support Infrastructure in the Republic of Serbia, p.30
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total value of approved funds was
RSD 1.87 billion.?” Regionally, NIP
funds were not evenly distributed:
the poorest region of Southern and
Eastern Serbia received much less
funds (8.2%) compared to Sumadija
and Western Serbia (73%) or Vojvo-
dina (18%).

Next to national investment efforts,
many international organizations
supported the construction of zones
and parks, for example USAID

and UNDP through their Munici-
pal Development and Recovery
Programme in South Serbia and
Municipal Development in South
West Serbia - PRO Programme.
According to Kopanja (2016), in-
dustrial zones are perceived as the
engine for local economic devel-
opment, but many of them are not
very successful. Only 28.57% of
the industrial zones are in fact fully
utilised, as per a survey conducted
in 2016 (Kopanja 2016).

The Free Zones Administration of
the Ministry of Finance?®® reports that
there are 14 free zones in Serbia in
2017: four in Vojvodina region; one
in Belgrade; three in the region of
South and East Serbia, and six in
the region of Sumadija and West
Serbia. In 2015, they had a turn-
over of about EUR 5 billion with an
annual growth of 97% as compared

87 Ibid, p.40

88 www.usz.gov.rs/eng/pogodnosti.php
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to the previous year.®

The Investment Framework in
Serbia consists of various incentive
schemes and subsidies available to
foreign investors and regulated by
several laws and by-laws.® There is
currently no separate tracking sys-
tem in place that would distinguish
between diaspora and non-diaspora
investments. The introduction of di-
aspora tracking system would be an
important element of the country’s
diaspora-focused investment policy
to track data on the scope and sec-
tor of their investments.

According to the new Investment
Law, local governments will have a
more active role in attracting FDIs:
investments with specific interests
for the state of Serbia and those
with specific interests for the local
level. There is a set of criteria for

89 http://ras.gov.rs/sr/podrska-
investitorima/zasto-srbija/slobodne-zone#

90 The Investment Law (the Official Gazette
of the Republic of Serbia, no. 89/2015),
Regulation on Terms and Conditions for Attracting
Direct Investment (the Official Gazette, no.
27/2016), Law on State Aid Control (the Official
Gazette, no. 51/2009), Regulation on the Rules
for State Aid Granting (the Official Gazette, no.
121/2014)
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FIGURE 2. CRITERIA FOR STATE INCENTIVES FOR DIRECT INVESTMENTS

Direct investments - regulations - criteria

‘ 1 Group
. 11 Group
. 111 Group

‘ 1V Group

50 jobs and V Group
50.000%€ eligible
investment
costs

- Il group -
40 jobs and
400,000¢ eligible
investment
costs

- lll group -
30 jobs and
300,000¢ eligible
investment
costs

- Agriculture
-1V group - - Devastated -fisheries -25
20 jobs and areas - 10 jobs and jobs and 2M€

200,000¢€ eligible £100,000 eligible - Servise of ell’[glblet

investment investment i inves Ten

costs costs 15/jobs and costs
€150,000 eligible
investment
costs

Source: DAS, ACCORDING TO REGULATIONS ON TERMS AND CONDITIONS FOR ATTRACTING
DIRECT INVESTMENT
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the subsidy-approval process and
to determine whether an investment
belongs to the national or local
level.

The new Regulation on Terms and
Conditions for Attracting Direct
Investment aims at making Serbia
attractive for direct investments and
ultimately at job creation and

improving its economy competitive-
ness.® The state aid for investment
incentives is provided by the state
and the receivers can be both for-
eign and domestic investors.

TABLE 4. GOS INCENTIVES FOR DIRECT INVESTMENT, REQUIREMENTS AND LEVEL OF SUBSIDIES

Required
min.
number of
Jjobs

50 40 30

Required
min.
investment

500,000
EUR

400,000

EUR EUR

% and max.
subsidy for
gross sala-
ries per job

20% 25% 30%
3,000 EUR 4,000 EUR

% of subsidy
for reason-
able expendi-
tures

10% 15% 20%

Source: DAS, pesigNeD BY ICMPD
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300,000

5,000 EUR 6,000 EUR

20 10

200,000
EUR

100,000
EUR

35% 40%
7,000 EUR

25% 30%

..................

91 http://privreda.gov.rs/wp-content/
uploads/2017/05/2017-Uredba-EN.pdf



The types of incentives that can be
allocated include subsidies on gross
salaries for newly created jobs, on
fixed assets and for labour intensive
projects.®? Labour intensive projects
with over 200, 500, or 1000 work-
ers are eligible for additional sub-
sidies on gross salaries, which is
applied with respect to the number
of workers (10%, 15%, 20%) hired
in addition to a certain threshold.
The funds may also be awarded for
investment projects in agriculture
and fishery (the required minimum
is 25 workers and EUR 2 million in
investments) and services oriented
to international trade (the minimum
requirement is the creation of 15
jobs and an investment of EUR
150,000). There is also a maximum
threshold in place depending on the
size of the company. The set criteria
for selection are various, and some
are based on qualitative rather

than on quantitative criteria, there-
by giving way to speculations that
some decisions may be discretion-
ary.® Only Serbian legal entities are
granted state assistance through
the new Investment Regulation.

Municipalities can additionally offer
their own incentives, in which case
the sum of the two incentives is
subject to the rules on state aid

92 http://ras.gov.rs/en/invest-in-serbia/why-
serbia/financial-benefits-and-incentives

93 https://www.geciclaw.com/new-
decree-conditions-manner-of-attracting-
investments/

Business support system in Serbia

granting. The local incentives vary
in scope and size, and from one
city to another, but the major one
comprises city construction, relief
on land development fees and other
fee exemptions or deductions.® In
December 2017, the city of Cadak
announced their local econom-

ic development programme that
has been approved by the GoS
Commission on State Aid Control.
The three-year LED programme
(2017-2019) aims at supporting

the creation of enterprises, jobs

and production as well as fostering
innovation and new technologies.
For that purpose, a call to attract
investors, domestic and foreign,
has been launched with a maximum
amount of 23 million dinars.

The new Regulation on Terms and
Conditions for Attracting Direct
Investment stirred much debate.
During the consultations for this
study, many interlocutors men-
tioned an unfair bias in favor of
large foreign companies, which are
said to receive more subsidies than
SME’s in a discretionary manner. A
point often highlighted is the need
for subsidy-receiving multinational
companies to include local suppli-
ers into the global value chain.®

94 http://ras.gov.rs/en/invest-in-serbia/why-
serbia/financial-benefits-and-incentives

95 Republic of Serbia (2016): Regulation on
Terms and Condiitions for Aftracting Direct Investment
, http://ras.gov.rs/uploads/2017/01/2017-
uredba-en.pdf

LINK UP! Serbia | Feasibility study | 49



Business support system in Serbia

However, as also mentioned by a
lawyer in Austria, known for his phil-
anthropic engagement in his home
community in East Serbia, and who
has been accompanying foreign
direct investors to

Serbia, the invest-

ment they make

dwarfs any kind of

subsidies received

from the state.

Moreover, Serbia

stands in compe-

tition with other

neighboring coun-

tries with similar

favorable conditions

to attract multina-

tional corporations.

The overall institutional structure
facilitating access to finance is
comprised of the Development
Fund of Serbia (DFS), the Serbian
Export Credit and Insurance Agen-
cy (AOFI), the Development Agency
of Serbia (DAS) and the Innovation
Fund of Serbia (IF). Serbia par-
ticipates in the EU programmes
COSME and Horizon 2020. The EU
has also provided financial support
through the Western Balkans Enter-
prise Development and Innovation
Facility (WB EDIF).

In 2015, the World Bank and the
Republic of Serbia signed a loan
agreement in the amount of EUR
89.5 million to finance the Serbia
Competitiveness and Jobs Proj-
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ect.®®In 2017, under its third compo-
nent supporting innovation, Serbia
allocated EUR 2.7 million to the IF
to continue the disbursement of
mini-grants and matching grants
which were funded
from the IPA funds
in the amount of
EUR 6 million in
the previous cycle.
These programs
have achieved
significant results
in promoting young
innovative micro
and small compa-
nies, developing
and commercialis-
ing new and innova-
tive technologies, and encouraging
innovative entrepreneurship.®” The
mini-grants program awards up
to EUR 80,000, while the match-
ing grants programme supports
youth innovation with up to EUR

96 Its implementation period is March
2016 - June 2019, with an aim to improve
the efficiency and coordination of selected
public programs to alleviate constraints

to competitiveness and job creation,
including investment and export promotion,
innovation, active labour market policies
and labour intermediation; the Project
activities are implemented by the Ministry
of Economy; the Ministry of Labour,
Employment, Veteran and Social Affairs; the
National Employment Service; the Ministry
of Education, Science and Technological
Development (MoESTD) in coordination
with the Innovation Fund and the National
Secretariat for Public Policy

97 http://www.innovationfund.rs/mini-
grants-awardees-first-call/



300,000.% In addition, through the
sub-component Promotion of Tech-
nology Transfer and Commerciali-
sation, the GoS allocated EUR 0.9
million for 2017 to support the op-
erations and services of the Tech-
nology Transfer Facility established
within the IF. The Fund is also part
the EUR 145 million regional WB
EDIF that was jointly launched by
the European Investment Fund
(EIF), the European Commission,
and the European Bank for Recon-

struction and Development (EBRD).

Since 2007, the issuance of credits
under the DFS has been transpar-
ent and available to all entrepre-
neurs. The Fund has several credit
lines for legal entities and entre-
preneurs, for example, credits to
start-ups that are actually the most
preferential credits in Serbia, as
well as credits for the improvement
of existing businesses.

For start-ups, the credit line in 2017
has been envisioned in a way so
that up to 30% of credit amount is
granted by the state:

e for entrepreneurs: the minimum
amount is RSD 400,000; the
maximum amount is RSD 3
million; credits are supposed to
be repaid within 3-5 years with
a grace period of one year;

98 See Annex, Tables 14-17 on the state
instruments of support to SMEs in 2017 -
start ups, expansion and innovation

Business support system in Serbia

e for business entities: minimum
crediting amounts is also RSD
400,000, and the maximum is
up to RSD 6 million.

For existing businesses, the credit
line in 2017 includes a state subsi-
dy of up to 20% of the amount:

e for entrepreneurs: the minimum
amount is RSD 375,000; the
maximum amount is RSD 8.75
million;

e for business entities: the mini-
mum credit amount is RSD 2.5
million; the maximum credit
amount is RSD 50 million.

There is also a guarantee scheme
in place for entrepreneurs and
micro-, small- and medium-sized
enterprises. The average interest
rate is around 3%. The minimum
amount for this line is RSD 2 million
while the maximum is RSD 100
million. Some specific credit lines
exist, too, such as one relating to
working assets with a period of loan
amortization of up to 5 years; an
investment credit line with up to 7
years for amortization and even 10
years in special cases; a credit line
for the provision of current liquidity;
and a short-term credit line.

Since its establishment in 2015,
the DAS has been supporting
businesses. During the Year of
Entrepreneurship in 2016, it offered
various programs with financial and
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non-financial support. In 2017, their
programme named Create Life had
more funds than in 2016, altogether
about RSD 860 million for financial
and non-financial support to the
SME sector. Create Life included
several financial programmes:

e support to early-stage busi-
nesses with a total amount of
RSD 120 million and grants of
up to RSD 1 million for each
applicant;

e support to developing competi-
tiveness with 3 different compo-
nents (support to SME competi-
tiveness, support to networking,
support to creating a chain of
suppliers) with a total budget of
RSD 100 million;

e support to the economic devel-
opment aimed at local institu-
tions dealing with private small
business with an allocation of
RSD 80 million;

e support to innovative SMEs
with a fund of RSD 30 million;

e support to export orient-
ed-SMEs with two components
(preparation for the 1%t export
and improving existing export
capacities) with an allocation of
RSD 45 million;

e support to export promotion
with 2 components and RSD 60
million in funding;

e support to individual exhibitions
at international fairs.

| LINK UP! Serbia | Feasibility study

Non-financial support to SMEs,
including training, advising, con-
sulting and similar in-kind services,
focuses on the development of hu-
man resources in the SME sector.
Human resources for competitive
SMEs and entrepreneurs have
been identified as one of the key pil-
lars of the GoS’ SME Development
Strategies in the periods 2008-2013
and 2015-2020. However, the main
concerns relate to the mismatch of
skills on the labour market and the
lack of specific knowledge to start
up and run a business. The former
NARD was the key stakeholder in
providing training to SMEs: the fo-
cus was on drafting business plans
and mentoring start-ups as their
main target group.

A research on the conditions,
needs and problems of SME’s

in Serbia conducted by NARD in
2013 showed that entrepreneurs
in Serbia were mainly interested in
the free use of marketing services
(36%) and in developing a business
strategy (29%). Women entrepre-
neurs significantly more so than
men saw the need for computer
literacy training (29%) and foreign
language courses (28%).*° Entre-
preneurs in Serbia considered ac-

99 S. Popovi¢-Panti¢ (2014): “The
Importance of Human Resources
Development as Non-Financial Support to
SMEs in SEE and Serbia”, p.549



counting, audit and tax assistance
to be those areas in which most
help would be needed (NARD 2013
in Popovic¢-Panti¢ 2014).

Since 2016, the DAS has taken
charge of non-financial support to
SMEs and its services have been
implemented by RDAs. The Serbian
Association of Regional Develop-
ment Agencies (SARDA) has de-
veloped a comprehensive overview
of existing capacities in the field of
support to entrepreneurship devel-
opment by listing as many as 89
services categorised into business
information (12 services), advice
(22 services), business linkages (13
services), and trainings (42 ser-
vices).

In the context of
the 2016 Year of
Entrepreneurship,
special attention has
been put towards
promoting an entre-
preneurial spirit, in
particularly among
young people and
women. The Junior
Achievement Serbia
(JAS) is a specialised educational
programme on entrepreneurship
and financial literacy delivered in
cooperation with businesses and
the Ministry of Education.®

100 In the last 10 years, 60,000 students
from 286 schools have taken part in these
programmes. JAS is recognised by the
European Commission as the national

Business support system in Serbia

The Business Angel network in
Serbia is very limited, and manifest-
ed itself in the establishment of the
Serbian Business Angels Network
in 2010, amongst other, and which
was later renamed Mentors &
Founders. Those mentors have
been primarily advising and con-
necting rather than providing fund-
ing. The number of business angels
has not increased considerably over
the past years, but the core group
is said to be very active, connected
and experienced. Further steps are
planned and the support of initia-
tives such as Mentors & Founders
could have a considerable influence
on the development of the whole
ecosystem.

Despite these improvements, the
business support systems at both
national and regional levels are
characterised by the continuous
lack of an over-arching strategy and
coordination mechanism (Kopanja
2016). As Kopanja observes, the
pronounced regional and local
discrepancies imply that the devel-
opment of effective and efficient
business support systems must be
designed locally, albeit it contradicts
the fact that the majority of funds
and responsibilities for economic
development are at national level.

champion in promoting entrepreneurship
and was one of the finalists for the
European Enterprise Promotion Awards
(2013 and 2014); see http://www.ja-serbia.
org/en
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Kopanja’s research confirms that
business support is not adequately
used and that many enterprises are
not aware of such support at the lo-
cal level or that they might not even
seek support at all. Some of her key
findings reveal that the local eco-
nomic development (LED) offices
have different statuses and roles,
usually without having a systematic
way of working, but with the majori-
ty of staff optimistic and fully devot-
ed even though frequent political
changes affect their work.

SMEs are recognised within four
groups: start-ups, direct invest-
ments, fast-growing companies or
so-called gazelles, and SMEs with
organic (slow) growth. According to
Kopanja, most attention is usually
paid to attracting direct investments
rather than on slow growing or
struggling micro-enterprises. The
largest part of support programmes
is tailored towards larger invest-
ments, irrespective of the already
received support at the national lev-
el. Kopanja's research revealed that
local governments and LED profes-
sionals often do not recognise that
existing enterprises could contribute
to the local development in the long
run and are therefore often left out
of support programmes. Grants are
intended most often for startups
(fast-growing and/or innovative
young enterprises) or direct invest-
ments. The majority of LED repre-
sentatives see the preparation and
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implementation of projects funded
by domestic or foreign donors as
their primary job, rather than focus-
ing their measures on developing
inclusive market systems.
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TABLE 5. OVERVIEW OF THE AVAILABLE INSTRUMENTS FOR BUSINESS SUPPORT IN SERBIA

Start Up Investors

Information about business conditions

Training for
beginners

Specialised Trainings
Mentoring
Counseling services
Networking
Workforce training

The interns and the volunteers

Information on markets (domestic and foreign)

Standardisation

Marketing mix

Information on funding sources

Exeption from taxes and fees Interest rate subsidy

. Science .
Industrial and Industrial and
Incubators free zones Teclr;gtr)il(ogy free zones

Source: V. KoraNJA (2016), TRANSLATED BY THE ICMPD TeEAM
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Diaspora entrepreneurs can be
first movers, provide useful insights
with regards to market penetra-
tion strategies or act as conduits
for business opportunities by

using their contacts and business
networks (Johnson and Sedaca,
2004). Furthermore, by transferring
knowledge and know-how, they can
serve as a bridge between differ-
ent cultures or even influence new
consumption behaviors. Business
diaspora are in a unique position to
become successful market leaders
because of access to (new) infor-
mation, amongst other.

The profile and activities of the sur-
veyed Serbian companies — those
who were successful — suggest that

| LINK UP! Serbia | Feasibility study

their understanding of the cultural
context, politics and the business
environment, coupled with their
social capital and linkages with the
administration in the home country,
gave them an advantage over for-
eign investors. Members from the
Serbian diaspora, active in Austria
as entrepreneurs or professionals,
possess knowledge of international
and Austrian market conditions,
modern management and produc-
tion techniques, as well as possess
access to various financial resourc-
es. Using these advantages to
implement their business initiatives
may even increase investment from
other members of diaspora or from
other conventional sources (John-
son and Sedaca, 2004).



Scoping Opportunities And Challenges For Diaspora Investments

It is worth noting though that stake-
holders from DAS suggested that
especially those who have an
emotional link to their home coun-
tries may be more prone to fail with
their business endeavors. Having
the will to ‘do something for their
country and/or friends and families’
is not sufficient and may lead to
business decisions that may not
aim at profit-making or in creating a
sustainable business model. Inter-
viewing failed business endeavors
may have also shed more light on
factors that may be specific to dias-
pora entrepreneurs.

During the field work in Serbia in
May 2017, 28 diaspora companies
were identified among which 13

enterprises were established and/or

run by Serbian returnee or transna-
tional entrepreneurs from Austria.
The regional dispersion of these

13 companies is as follows: ten in
South and East Serbia (Podunavs-
ki, Borski and Brani¢evski dis-
tricts), two companies in Sumadija
and West Serbia (Macdvanski and
Pomoravski districts) and one in

Vojvodina (Sremski district).

The basic characteristics of the
studied companies established are
as follows:

e Their size: out of 13 surveyed
enterprises, ten are micro-en-
terprises (up to ten employees)
and three are small enterprises
(up to 50 employees);

e Their business activities: "

e Manufacturing of rubber
(tyres), machinery and
equipment (dental inno-
vative equipment), food
products (meat processing;
bakery), leather (raw skin
processing), wood (char-
coal and briquette pro-
cessing), wearing apparel
(socks);

e Accommodation and food
services: a restaurant, an
ethno village, an eco-vil-
lage with a pension/guest
house, a zoo and guest-
house;

e Wholesale, retail and repair

of motor vehicles: a car
repair service

The enterprises operating in tour-
ism or the service sector are largely
oriented to the local and Serbian

101 Categorization is according to the
SORS Indicators on business activities of
enterprises

LINK UP! Serbia | Feasibility study |

57



Scoping Opportunities And Challenges For Diaspora Investments

markets. As for the manufactures,
three of them are focused on do-
mestic and foreign markets: one
sells domestically and is ready to
expand to foreign markets (sever-
al neighbouring countries), one is
solely export-oriented through its
exclusive contracts with Austrian
and German chains, while four

of them are completely oriented
towards the domestic (municipal)
market.

The interviewees mentioned follow-
ing motives for returning:

e taking over the family business
upon completion of their educa-
tion in Austria;

e a wish to improve their family’s
living standards and to use
the natural resources of the
region in a sustainable manner
through the knowledge gained
as part of a training in a tourist
organization in Austria. It was
an ‘eye opener’ for the business
idea;

e family reasons: his wife had
difficulties to get a visa and
residence permit in Austria;

e  better opportunities in Serbia to
open their own business.

For the most part, the initial source
of funding and start-up capital came
from their private funds, both from
personal and/or family savings,

and mainly from parents or par-
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ents-in-law who still live and work
in Austria. None of the respondents
mentioned loans or credits. Their
“angel investors” usually return
from Austria to Serbia after their
retirement. Only one interviewee
cited that their family business
received some form of government
subsidy to purchase a machine

in 2016 — long after the company
was established and successfully
supplied large chains in Austria and
Germany.

The respondents encountered
following problems and obstacles
during the inception of their busi-
ness or in the course of their busi-
ness operations:

* local representatives (including
inspection and police) interfered
in a negative way;

e the local self-government
administration does not do
enough to improve the infra-
structure (i.e. asphalt the road);

e problems with the payment of
products;

e corruption and expectations of
bribery by local authorities;

e the need to network, i.e. con-
necting to local politicians;

e lack of support from the LSG,
as well additional requests for
permits and infrastructure;

e problem with the LSG to issue
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permits in the inception phase;

e growing competition through
cheap Chinese products;

e private conflicts with neighbours
and mentality (jealousy).

The interviewees believe that the
following factors contributed to the
company’s success:

e cooperation with Austri-
an-based companies through
which a subsidiary was es-
tablished in Serbia and which
remains to date the main busi-
ness partner, even though the
products and services are sold
in the local market;

e business networks and associ-
ations outside of Serbia, as well
as high dedication to work and
innovation;

e being the only producer of such
products (Kaeserkrainer, Leb-
erkaese, Bratwurst sausages)
in Serbia, selling successfully
to restaurants and in several of
their own butcheries in neigh-
boring municipalities; finalising
preparations to export in the
regional markets;

e the only touristic offer of this
kind in the area.

The interviewees — all of which
were companies established and/
or run by Serbian migrants and/
or returnees — offered their recom-
mendations on ways to improve
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the ecosystem in Serbia or which
advice they would provide to poten-
tial diaspora investors.'? Below is

a list of the views expressed during
the field research:

e Better information and advi-
sory services, including reg-
ular phone calls and visits to
companies (by municipal LED
offices, RDAs, and also CCIS
branch offices);

e Since the general business
climate is not favourable, it is of
utmost importance that poten-
tial investors gather as much
information as possible prior
to starting a business. Many
investors do not have sufficient
information about the business
climate and requirements;

e Increase LSG'’s ability to sup-
port start-ups or SMEs in
general (outreach activities, the
provision of infrastructure);

* Mentoring and advisory ser-
vices in different areas, such as
marketing and business promo-
tion;

e Support linkages to foreign
markets and contacts to com-
panies in Austria to expand
their export base or to acquire
new clients for manufacturing in
Serbia;

e Provide protection from ar-

102 See Annex, Table 19 for an overview
of discussed mechanisms of support to /
channels of investment in Serbia

60 | LINK UP! Serbia | Feasibility study

bitrary decisions of local au-
thorities through some kind of
intermediary or SME ombud-
sperson;

Support the outreach of suc-
cessful diaspora businesses, in-
cluding small enterprises, to the
diaspora in order to showcase
success stories and ensure that
diaspora members gain more
confidence and trust in Serbia
and its authorities;

Networking between compa-
nies with other parties, such
as RDAs, consultants, brokers,
experts, designers and other
professional services in Serbia
and abroad;

Finance more startups, their
expansion and/or means to
employ staff: financial assis-
tance could be a considerable
motivation for diaspora invest-
ments (e.g. by subsidizing up to
10% or more for the purchase
of machines, including with an
obligation to employ further
staff (contractually regulated);

Small-scale agriculture, special-
ising in specific products such
as blueberries, sheep farming,
etc., should be supported by
providing grants and motivating
farmers to cooperate with as-
sociations to help them market
their products better;

Most returnees are elderly peo-
ple who can no longer work in
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agriculture, so the vast uncul-
tivated land could be utilised
by developing a rental/lease
system and agricultural associ-
ations;

e Build partnerships with diaspora
investors: set up lead investors
in Serbia and in that way ca-
talyse investments from diaspo-
ra and other investors abroad;

e Provide information on concrete
projects and business ideas,
and present these to investors.
Support LSGs to develop realis-
tic business projects and link
them with investors;

e Collect creative ideas and
knowledge from diaspora
members, especially about rural
tourism in Austria.

LED professionals’
questionnaire

Field work in Serbia also included

a survey conducted in the frame-
work of the Standing Conference

of Towns and Municipalities of
Serbia (SCTM) event in June 2017.
It gathered 40 professionals from
local economic development (LED)
units from the local self-government
administration throughout Serbia.

A brief questionnaire was shared

to assess the level of diaspora
engagement in towns and munici-
palities. There were 34 respondents
from 27 municipalities. The find-
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ings from the questionnaire are as
follows:

e More than half of the respon-
dents were not able to specify
a person within their municipal
office’s staff who would serve
as a focal point for the diaspo-
ra, and only one LED profes-
sional mentioned their Diaspora
Office. The rest of the respon-
dents pointed to their LED
office or similar department;

e When asked about the best
way to foster economic coop-
eration between the Serbian
diaspora and the home land,
two answers prevailed: better
information on opportunities in
the home country and grants;

e In terms of establishing various
forms of business cooperation
between the home country’s
companies and businesses by
Serbian diaspora, the respon-
dents singled out the creation
of an online database with
interested stakeholders and,
to a lesser degree, support of
already existing institutions
(CCIS, DAS) to deal with this
matter.
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ICMPD'’s field work conducted

in Austria included focus group
interviews as well as individual
interviews that took place between
February to June 2017: one fo-
cus group interview was with six
participants, one with a prominent
member of the Serbian diaspora
in Austria and investor in his na-
tive municipality in East Serbia,
two interviews with business angel
investors, and a Serbian diaspora
member working at Erste Bank.

The interviews targeted high-profile
diaspora members who either have
their own (successful) business or
who are C-level professionals.%

103 Profile of the interviewees: one

of them owns a gastronomy firm; one

is a lawyer specialised in real estate,
construction and economic law and

works for a prominent Austrian law firm;
one studied in Austria and works for

one of the Austrian federal states in the
field of economic development and as a
SME consultant; one heads the Serbian
diaspora clubs’ umbrella association;

one studied in Austria, runs an energy
technology company with a subsidiary in
Serbia, and is also the sales director of a
German company operating in SEE and
the chairman of Serbian businessmen
association in Austria; one has been living
in Austria for 27 years, owns a company in
Austria and has expanded to Serbia.
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The findings emanating from their
experiences in setting up or ex-
panding a business to Serbia are
mixed, with some highlighting that
business registration is a quick
process (approximately two days) if
you know whom to ask. This typical-
ly implies hiring law firms that can
facilitate the process. Still, others
highlighted some of the major prob-
lems relating to the legal uncertain-
ty and lack of predictability, lack of
capacities at the municipal level,
and an overwhelming lack of trust
by diaspora members towards na-
tional and local authorities. As one
interviewee put it, ‘no one in the
Government of Serbia is interested
in using the potential of the dias-
pora in an organised way'’. In that
context, an interviewee also men-
tioned that Serbia should expect to
receive less and less remittances
with future generations, and that

is also something that needs to be
considered by GoS officials.

Some interviewees highlighted
health care/elderly care as an area
of potential investment. According
to one interviewee’s assessment,
around 60-70% of Serbs who will
soon retire or who are elderly do
not want to spend their last days
in Austria, but in Serbia. Another
promising area, as mentioned by
an interviewee, are the renewable
energy and waste management
sectors.

LINK UP! Serbia | Feasibility study | 63



Scoping Opportunities And Challenges For Diaspora Investments

Most interviewees mentioned the
low labour costs and a favourable
corporate tax rate of 15%, both of
which are lower than in Austria and
which have been decisive factors in
moving and/or expanding their busi-
nesses to Serbia. All focus group
participants seemed to agree that
minimum wages are not sufficient
for workers to sustain themselves
and that the business environment
in Serbia has improved much in the
past ten years, although more can
be done.

Infrastructure was also mentioned
as one of the key factors facilitat-
ing investments, noting that almost
80% of investments are through
motorways. Another interviewee
mentioned that ‘everything above
Belgrade works, anything below
doesn’t’, making reference to the
bad infrastructure in Serbia as well
as the centralised system, which
affects transaction and transporta-
tion costs.

Municipalities, according to most of
the interviewees, could do more to
improve their diaspora engagement
framework, and that may need

to go hand in hand with capacity
building initiatives of municipal staff.
A lack of incentives, as well as
competent and well trained people
in municipalities, hinders potential
entrepreneurs from investing. It
should be noted though that mu-
nicipal staff is affected by political
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changes and political protégées in
LSGs, including in Diaspora Offices
wherever they still exist. There is
also a shortage of qualified work-
ers for industrial jobs because of
the issue of declining population in
rural areas, but also because of the
low pay and reliance of remittance
transfers instead.

One of the participants noted that
the second and third generation of
Serbian migrants are more likely to
invest in Serbia: while the first gen-
eration was more inclined to spend
their earning on consumption, such
as sizeable real estate acquisitions,
the new generation may be more
open to invest in businesses.

In reference to interviews conduct-
ed with business angels in Austria
who are or have been investing in
Serbia: they highlighted that trust is
the number one factor contributing
to their decision to invest or not.
One of the preferred arrangements
is when there is a local business
angel (in Serbia) who is in the lead
and the business angel in Austria
“only” co-invests. Generally, they
believe that there is a lack of knowl-
edge about the potential, including
investment opportunities, in Serbia.
One of the interviewees mentioned
that the local business angel scene
in Serbia could benefit from learn-
ing through initiatives beyond their
borders, e.g. the Austrian Angel
Investors Association. In general,
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ICMPD interviews with business an-
gels revealed that the start-up and
business angel ecosystem in Serbia
is at a very early stage.

As a prominent member of the
Serbian diaspora in Austria and in-
vestor in his homeland, Mr. Petriki¢
provided recommendations on how
to improve the Serbian business
environment. According to him, it is
crucial to focus on:

e those sectors that offer most
opportunities: agriculture
(healthy domestic food, not
necessarily organic but home-
made; medical herbs) and
various forms of tourism (rural,
cultural, adventure, moun-
tain, biking, river cruises, wine
routes).

e investing in senior homes offers
a special opportunity consider-
ing that many Serbs who immi-
grated to Austria in the Sixties
may want to move back to their
home country upon retirement
provided the infrastructure
(senior homes, health care) is
in place. In his small village, out
of 125 pensioners, 60 of them
have Austrian citizenship and
a large number of them would
return if such facilities would ex-
ist. This is something that could
be discussed with the Austrian
social insurance system;

e providing financial incentives by
relieving new enterprises from
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taxes on profits and also re-
lieving sole entrepreneurs from
income tax for a certain incep-
tion period. This should relate
to the levels of emigration flows
and economic development in
order to steer against the trend
of population decline in some
areas of Serbia;

strengthening capacities at mu-
nicipal level by establishing a
business advisory team consist-
ing of one economist and one
lawyer which could support the
diaspora business infrastruc-
ture. Brochures, templates and
a detailed description on "how
to establish a business’ would
greatly help;

establishing master plans and
systematic approaches to re-
spond to the missing infrastruc-
ture (e.g. to solve the lack of
fish restaurants and river tourist
boats in the Danube area; tour-
ist routes and skilled guides; in
agriculture, to improve or build
facilities for storing, freezing,
drying and capacities for brand-
ing, cooperation and produc-
ing);

establishing mechanisms to
pool investments, but only after

an investment has been identi-
fied;

extensive use of web and social
media to attract attention and
enable cooperation.
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Additionally, Serbian business
angels in Austria or those who have
already invested in Serbia provided
recommendations on how to acti-
vate the Serbian diaspora to invest
in startups in Serbia:

e to form a Serbian Business
Angel Group (or Mentor group)
in Austria;

e to enable regular meetings in
Austria to build trust and ex-
change knowledge and experi-
ences;

e to provide a stage for Serbian
startup pitches (get advice)
from groups in Austria;

* to organise regular visits as a
business angel group to Serbia
in order to foster exchanges
between the groups in both
countries;

e to support existing organiza-
tions in Serbia such as Mentors
& Founders;

e to connect with other countries
from the region because of the
small size of the market.

They also provided recommenda-
tions on how institutions could sup-
port the Serbian diaspora to invest
in startups in Serbia in the form of

angel investments. Namely through:

e direct support to investors:

e tax relief for investors
investing in young com-

panies/startups in Serbia,
especially if they come
from the diaspora;

e |egal conditions for eas-
ier cross-border invest-
ments (business angel
from two or more countries
investing together);

e startup ecosystem support: fi-

nancial and networking support
through already existing and
successfully functioning organi-
zations in Serbia:

e to attract diaspora business
angel investments, the
growth and professionalisa-
tion of the local ecosystem
is crucial;

e financing trainings/master
classes for business angels
organised by existing inde-
pendent players;

* financing a series of events
organised by existing
player with “big” names,
internationally experienced
business angels to share
their experience;

e support the founding and
funding of a Diaspora
Business Angel Network
in Austria (see example of
Entrepreneurs Club in San
Francisco);

e public awareness building
campaign in cooperation
with major media: role
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models (success stories
of both entrepreneurs and
angel investors) are crucial.

e startup support:

e organisation of startup
competitions and trips to
Austria (or tour through
different countries);

e grants for travel and pre-
sentations at festivals and
fairs, for example ‘Pio-
neers’ festival;

*  “mentoring/coaching
checks”: startups receive
a grant — a check to pay
consultants from a selected
list of experienced entre-
preneurs;

e internationalisation of the
Serbian ecosystem: organised
group trips with both startups
and (diaspora) business angels
to Silicon Valley or other startup
hubs.

Focus group interviewees men-
tioned that it would be good to
create a platform to show opportu-
nities, to support cooperatives and
clusters (joint marketing and pre-
sentations) and to create a portfolio
of investments (startups / SMEs)

to diversify the risks as this would
facilitate investments by business
angels.
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Field work in Austria also included
a workshop in Vienna hosted by the
Austrian Chamber of Commerce in
September 2017 and which gath-
ered around 50 stakeholders from
Serbian state institutions, media,
NGOs and Serbs who run their
business in Austria. In the frame-
work of that workshop, participants
discussed various challenges
around remittances and invest-
ments, and made recommendations
on what measures would help to
improve their relations with the
diaspora or institutions.

The following main conclusions
were reached by the working
groups:

* Media outlets are extremely
important and should be utilised
to disseminate success stories
about entrepreneurs: real life
stories should not just convey
messages of success, but also
those of hardships when trying
to become successful entrepre-
neurs (real-life experiences). To
change the stereotypical image
of the diaspora in Serbia (‘all of
them being rich and neglecting
compatriots who suffer in their
home country’) and of Serbia
among diaspora (‘the home
country only asks for their
money’).

e |tis essential to use media in
an effective way, e.g. promoting
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10-20 entrepreneurs who are
the epitome of moral and social
values. Furthermore, media
should disseminate informa-
tion on Serbian institutions that
can help entrepreneurs, since
such information often does not
reach the target group.

Participants were of the opin-
ion that entrepreneurs in Ser-
bia have insufficient access

to maching grants and mi-
cro-loans. LSGs cannot issue
micro-loans in Serbia and
grants are not sufficient. There-
fore, the approach must be
broadened to include more op-
portunities and funds available
for matching grants. Parallel to
matching grants, participants
considered it also crucial to
provide non-financial support to
entrepreneurs.

Diaspora should be included
in the design of local/municipal
investment frameworks, e.g.
diasporas could be included

to define indicators for invest-
ment-friendly certification pro-
grammes at municipal level.

Participants considered support
to the internationalisation of
Serbian companies as crucial,
e.g. to get international expo-
sure through their participation
at international fairs with the
help of successful Serbian
entrepreneurs in Austria, but to
also support Austrian business-

es to come to Serbia.

e Proposals were also made to
establish brokering services
(matchmaking between Austri-
an and Serbian companies in
the same sectors), networking
in circles, communities and
generally in the countries of
destination and origin, and
among diaspora.

When ranked in accordance to
priorities on measures that could be
taken to improve relations with the
diaspora: number one priority were
awareness building campaigns, in-
cluding success stories of entrepre-
neurs and angel investors, in coop-
eration with major media. Second to
that were outreach and communica-
tion activities (conferences, meet-
ings, study trips for Serbian institu-
tions, dissemination of information,
exchange of experiences, including
information from Serbian support
institutions in Austria) together with
support to expansions and access
to matching grants or micro-loans to
fund small-scale projects and busi-
nesses. The third recommendation
related to the internationalisation of
Serbian SMEs and start-ups (grants
for participating at fairs, festivals,
study trips for SMEs), the organi-
sation of start-up competitions and
trips to Austria, and mentoring/
coaching vouchers for start-ups

to get support from selected and
experienced entrepreneurs from
Austria and Serbia.
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The survey was conducted in order
to gauge the interest and motivation
of the Serbian diaspora in Austria
towards various direct investment
products, as well as financial and
non-financial support for their pos-
sible entrepreneurial engagement.
The timeframe spanned between
the end of July and beginning of
September 2017 and was jointly
performed with the Vienna-based
ethno-marketing agency IDEA Pro,
as ICMPD’s dissemination partner.

The target groups were migrants
who come from Serbia or are of
Serbian origin, who currently live
in Austria and who maintain ties to
Serbia. The survey used a pur-
posive sampling methodology. As
a result, the data sample is not
necessarily representative of the
overall interests and motivations of
the Serbian diaspora population in
Austria.

The questionnaire was disseminat-
ed online in Serbian and German
through Whatsapp, social media
and direct messaging using the im-
plementing partner’s networks, and
as hard copies in cafés, bus stops
and locations where people with a
Serbian background might meet.
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398 questionnaires were complet-
ed and analysed. The number of
questionnaires collected in Serbian
was 380 (302 completed online
and 78 valid hard copies) and there
were 18 completed questionnaires
in German (12 online and 6 valid
hard copies). It should be noted that
the number of responses per ques-
tion did not always match the total
number of the sample given that
some questions allowed multiple
answers and some questions may
have been skipped. The findings on
the respondents’ socio-economic
background are presented in the
background section of this study.

In general, 57% of the respondents
were male and 43% female. As for
the respondents’ age, 42.2% were
in their Forties (21.4% between 45
and 49 years old; 20.8% between
40 and 44), followed by 28.1% of
respondents in their Thirties (12.2%
between 30 and 34 years; 15.9%
between 35 and 39 years) and
17.1% of respondents in their Fifties
(11% between 50 and 54 years;
6.1% between 55 and 59 years).
The share of respondents in their
Sixties is only 1.5% (0.9% between
60 and 64 years; 0.6% between

65 and 69 years). The share of
respondents between 15 and 24
years was 2.1%, while there were
7.3% of respondents between 25
and 29 years.
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Ficure 3. ICMPD SuRVEY - AGE DISTRIBUTION OF RESPONDENTS (N=327)

Although the survey was primarily
intended to explore the interest and
possible tendency of the Serbian di-
aspora in Austria for business start-
up or expansion in Serbia, certain
questions about remittances were
also asked. The aim was to deter-
mine to what extent remittances

are being spent for entrepreneurial
activities and what their potential for
future investment purposes may be.

Firstly, we enquired on the frequen-
cy of commuting between Austria
and Serbia and how it can help to
better understand the nature of the
remitting process. The overwhelm-

ing majority of the respondents,
93.4% of them, visit their home-
land frequently enough to make
cash remittances. More precisely,
57.29% of the respondents vis-

it Serbia several times a year,
19.89% of them visit Serbia once a
year and 16.18% of them visit very
often. Only 6.1% of the respondents
visit Serbia once in several years.
According to this data, we may
assume that remittances between
Austria and Serbia may be in part
unrecorded due to the geographical
vicinity of the two countries and the
easiness and frequency of commut-
ing between them. The respondents
were also asked if they have sent or
carried money to Serbia in the last
twelve months, about the amount
of money sent or brought to Serbia
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Ficure 4. ICMPD SurVEY - THE FREQUENCY OF RESPONDENTS’ VISITS TO SERBIA (N=377)

in the same period, as well as about  was sent or brought by 26.26% of
the ways in which money is being respondents. 6.83% of them remit-
transferred. 74.7% stated that they ted over EUR 10,000. In the same
have sent or carried money to Serbia  period, the amounts between EUR
in the last 12 months. The amounts 201-500 were sent or brought by

of money sent or brought to Serbia 14.39% of the respondents, and
by the respondents (N=278) in the only a few of our respondents sent
last twelve months are shown in or brought between EUR 101-200
Figure 5. (2.88% of them) or EUR 10-100

(2.52% of them).
The amount of EUR 1,001-5,000
was most commonly sent or brought  Money transfer were effectuated
by the respondents to their families primarily in person: 75.44% of
and relatives in Serbia in the last 12 the respondents sent or brought
months: 36.7% of them cumulatively = money to Serbia by bus, train or
sent or brought between EUR 0.1- other means of transport. In other
0.5 million. Between EUR 5,001- European countries, there is also
10,000 was sent or brought back to a high percentage of such remit-
Serbia by 10.43% of respondents. tance transfers among Serbian
Between EUR 501-1,000 in total
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Ficure 5. ICMPD SuRVEY -THE AMOUNTS OF MONEY SENT/BROUGHT TO SERBIA BY THE RESPONDENTS IN THE LAST
12 monTHs (N=278)

100.0%
90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%

0.0%

26.26%

14.39%

4 y I

2.52% 2:88%

migrants.’ The ICMPD survey data
also show that 69.7% of them knew
what the money was spent on.

The analysed sample confirms the
results of similar research, showing
that the money was remitted for the
purpose of covering life expenses
(food and rent), building houses

or renovating, covering medical
expenses, schooling and education,
leisure activities, business invest-
ments—existing or new ones, and,
finally, savings.'®

..................

104 J. de Luna Martinez et al. (2006): The
German-Serbia Remittance Corridor: Challenges of
Establishing a Formal Money Transfer

105 World Bank — SECO: Baseline Survey
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The respondents’ inter-
est in investing, starting
or expanding a business
in Serbia

It is noteworthy to mention that
59.9% of the respondents stated
that they would financially support
their friends and acquaintances to
open a company or expand their
business in Serbia. At the same
time, 37.3% of them are person-
ally interested in starting such an

on Remittance Beneficiaries’ Financial Behaviors in
East Europe and Central Asia (2017), Review of the
Market for Remittances in Serbia (2016)
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activity or expanding their business
to Serbia.

When asked about the motives to
do so, they mentioned the following
top three reasons for starting up or
business expansion: 1) wish to per-
sonally contribute to Serbia’s devel-
opment, 2) reunification with family
and friends, and 3) nostalgia or
patriotic feelings toward the home
country. This set of psychological
motives was only then followed

by economic ones: 4) good pros-

pects for business based on lower
costs of operations as compared
to Austria, 5) favourable conditions
for doing business in Serbia, 6)
quality of life, 7) and finally, better
access to the Serbian or regional
markets.%

..................

106 See Annex, Figure 13 on the he
respondents’ motives for starting or
enlarging the company in Serbia; please
note that multiple answers were possible
and that only one third of the respondents
decided to answer.

Ficure 6. THE ICMPD SuURVEY - THE RESPONDENTS’ MOTIVES FOR STARTING OR ENLARGING THE COMPANY IN
SERBIA (VALUE BELOW REPRESENTS NUMBER OF RESPONSES. N=137)
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Ficure 7. THE ICMPD SuRVEY - THE RESPONDENTS’ PREFERRED AREA TO START UP OR EXPAND THE COMPANY
(NUMBERS IN GRAPH REPRESENT THE N VALUE). N=139

The respondents also provided services (on taxing, book-keeping,
information on the areas in which etc). In fact, a wide array of sectors
they would start or expand their and activities was chosen, showing
business in Serbia.'” The highest their diversified qualifications and
concentration of interest was found interests. In addition, the respond-
in 1) agriculture and forestry, 2) ents also wrote that they would
tourism, 3) trade, 4) building con- open a company in such sectors
struction, 5) gastronomy, 6) recy- as life coaching, media, fishery,
cling, 7) education and 8) advisory alternative medicine and foreign

language services.

107 See Annex, Figure 14 on the preferred
areas of interest for startup or business 26.3% of the respondents stated
expansion in Serbia; multiple answers were

possible that they would need between
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EUR 20,000-50,000 to start or
expand their business, 24.1% of
them would require between EUR
50,000-100,000, and 17.5% would
need between EUR 10,000-20,000.
13.9% would need EUR 100,000 or
more to start or expand their busi-
ness.

Out of the total 134 respondents,
25% stated that they would co-in-
vest 50% of their own financial
resources to start or expand a busi-
ness. 16% and 13% of the respond-
ents would invest 20% or 30% of
their own resources respectively.
More than half of the respond-
ents, i.e. 58.1% stated that there
are good opportunities to invest in
Serbia, while 41.9% of them do not
think Serbia has good investment
opportunities. When asked about
the regions they would prefer to

| LINK UP! Serbia | Feasibility study

Ficure 8: ICMPD SURVEY - INVESTMENT CAPITAL NEEDED TO START OR EXPAND THEIR BUSINESS

invest in, 32.39% of the respond-
ents prefer the region of Belgrade,
15.72% would like to invest in East
Serbia, 13.52% would invest in the
region of Sumadija and 13.21% of
them chose Vojvodina. Finally, only
5.03% of respondents would invest
in South Serbia and 4.09% of them
in West Serbia.%®

The ICMPD survey reveals that

108 The official data obtained from the
Statistical Office of the Republic of Serbia
for the purpose of this study reveal that,
according the 2011 Census data, the
biggest share of Serbian migrants in Austria
originate from the region of South and East
Serbia (58%) and the region of Sumadija
and West Serbia (23.43%), followed by
Vojvodina (10.61%) and the Belgrade
region (7.95%)
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those members of the Serbian
diaspora in Austria who are ready
to invest and start their business

in Serbia also have clear views on
both obstacles and requirements to
improve their home country’s busi-
ness environment.

When asked what could help them
to start or expand their business in
the homeland, they expressed di-
versified opinions, which can all be
aggregated to a stable and trans-
parent economic environment.'%
Multiple choice answers were pos-
sible, but the most prominent needs
were articulated as follows:

e subsidies;

e less corruption;

109 See Annex, Figure 15 on the
respondents’ assessment of the help
needed to start or enlarge their business

Ficure 9. ICMPD SuRVEY - THE RESPONDENTS’ PREFERRED REGION FOR INVESTMENT (N=318)

e less bureaucracy;
e transparent laws;

e support of experts and exemp-
tions for getting loans; and,

e coaching, mentorship and advi-
sory services from Serbia.

When asked to add something else,
the respondents also mentioned
safety, elimination of corruption,
and good marketing. A surprisingly
high number (91.4%) of the respon-
dents have never heard of Serbian

state institutions that support SMEs.

Only 8.6% of the respondents said
they know about Serbia’s business
support structure.

39.1% of the respondents do not

know if the Serbian state insti-
tutions can help them to start or
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Ficure 10 THE ICMPD SuRVEY - THE RESPONDENTS’ ASSESSMENT OF THE HELP NEEDED TO START OR ENLARGE
THEIR BUSINESS (VALUE BELOW REPRESENTS NUMBER OF RESPONSES. N=171)
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Coaching, advisory and
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32

36

Coaching, advisory and
mentorship from Serbia

Exceptions when raising a loan

61
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Ficure 11. ICMPD SURVEY - THE RESPONDENTS’ OPINION ON THE CAPACITY OF SERBIAN INSTITUTIONS TO HELP THEM
START OR EXPAND THEIR BUSINESS (N=348)

expand their existing business,
25.3% of them have a negative
opinion (13.51% answered “no
way”, 11.78% of them believe they
can help ‘very little’). 19.54% of
the respondents are neutral, while
positive attitudes were expressed
by 16.1% of the respondents, out
of which even 11.49% said these
institutions can help them ‘predom-
inantly’.

For both Austria and Serbia, re-
spondents saw their families and
friends as their biggest source of fi-
nancial support, followed by profes-
sional and business associations.
In Austria, state institutions were
perceived as supportive business
actors, while, in Serbia, it is political
parties.

Approximately two-thirds (61.4%) of
respondents would be interested in
receiving both financial and non-fi-
nancial support through subsidies
or advisory services to start or
expand their business in Serbia, if
such programs existed. To this end,
it is important to note that 42.7% of
respondents are ready to provide
professional support as mentors,
advisors or mediators to new or ex-
isting companies in Serbia that plan
to expand their business, including
exports to Austria, if such a pro-
gram would be designed.

LINK UP! Serbia | Feasibility study | 79



Potential Mechanisms For Boosting Diaspora Investments

Remittances are more than just
money flows back to home coun-
tries - they represent ‘long-distance
social ties of solidarity, reciprocity,
and obligation that bind migrants
to their kin and friends across
state-controlled national borders’
(Guarnizo 2003). When seen in a
broader context, they can be mon-
etary, non-monetary (durable and
consumer goods, services, and
technical skills), as well as social
remittances in terms of ideas,
values, beliefs, behaviours, prac-
tices, which all play important roles
in promoting family and community

| LINK UP! Serbia | Feasibility study

formations, entrepreneurship and
political integration (Levitt 1998).
Thus, remittances do not only
represent finances, but also mean
the ‘stretching’ of household deci-
sion-making, affecting family life
trajectories and strategies, commu-
nity activities and its development
(Vertovec 2004).

A common question in the literature
on remittances is whether the com-
munity or even country of origin as
a whole benefits from remittances
or if it does more harm given that it
can negatively affect the country’s
balance of payments. On the whole,
studies on remittances reveal that
they have some positive effects in
alleviating poverty but, it can also
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have certain long-term, negative
effects by increasing consumption
spending, driving up inflation rates
and local prices (land, housing,
food), creating remittance depen-
dencies, accelerating socio-eco-
nomic disparities, causing rifts
between recipients and non-recipi-
ents, and distorting the local labour
market.

Guarnizo (2003) notes that in some
cases, recipient communities have
developed economically because
of remittances, while others have
not. The reasons for these devel-
opments need to be examined
through a variety of factors, which
do not relate to money flows, but
also to existing pre-conditions and
the regulatory framework. As such,
one should not expect a “produc-
tive” kind of rationality when money
comes from abroad.

Serbia is a net remittance-receiv-
ing country, and remittances are
considered as one of the key pillars
of its macroeconomic stability. The
NBS estimates that the amount

of remittance inflow amounted to
EUR 2.86 billion in 2015 with the
largest amounts remitted from
Germany (23.6%), Switzerland
(15.1%), France (9.4%), and Austria
(8.6%)."° According to the NBS,
registered remittances transferred

..................

110 The NBS News as of May 7, 2016,
http://www.nbs.rs/internet/latinica/scripts/
showContent.html?id=9627&konverzija=no
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via banks and MTOs comprised
54.5% of the total remittance
amount in the same year.
According to the World Bank, in-
ward remittances, regulated and
unregulated, amounted to approx-
imately 8.5% (USD 3.2 billion) of
Serbia’s GDP in 2016, thus being
an important source of foreign
exchange for the national economy
and a vital source of (additional)
income for many Serbian families.™"
They are mostly used for private
consumption to cover the costs of
living and property maintenance
and for unproductive investments
(e.g. dwellings, cars), bank deposits
or cash stocks (Pejin-Stoki¢ and
Grecic¢ 2012a).

111 World Bank (2017): Migration and
Remittances: Recent Developments and
Outlook — Special Topic: Global Compact
on Migration, p.23
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The World Bank ranked Serbia
among the top ten remittance-de-
pendant countries in Europe and
Central Asia in 2016: as per the
amount of remittances, ranking 4"
behind Russia, Ukraine and Roma-
nia, and 10" in terms of the share
of GDP. A slight decrease in the
remittance inflows can be observed
compared to the years 2014 or
2015. The peak of inflows was in
the year of 2009 when USD 4.64
billion was remitted to Serbia.
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Source: WoRLD Bank

The World Bank esti-
mates that the amount
of remittances from
Austria to Serbia was
USD 356 million in
2015. For the sake of
comparison, the total
amount of foreign trade
exchange between Ser-
bia and Austria in 2016
was EUR 867.1 million
(SORS 2017).

The World Bank estimates that the
amount of recorded remittances
from Austria to Serbia was USD 356
million in 2015, though the value
would be much higher when taking
into account those flows through
unregulated channels.?

..................

112 World Bank Bilateral Remittance
Matrix 2015

3,644 4,648 4,118 3,960 3,549 4,025 3,696 3,371

Table 6. The Remittance Inflows to Serbia in the period 2008-2016

3,199

Austria’s geographical proximity to
Serbia, coupled with the ease and
frequency of travel, may continue to
influence the informal character of
remittance flows. The use of unreg-
ulated remittance channels can be
explained, in part, due to the lack of
trust in banks and state institutions,
the relatively high transaction costs,
and the close geographical prox-
imity between Serbia and Austria
(Becker et al. 2009). Many Serbs
bring money in cash during their
frequent visits to Serbia or send it
home through informal channels
(friends, relatives, bus drivers) - a
phenomenon confirmed though
ICMPD’s survey. Researchers also
noticed two additional reasons for
the prevalence of informal remit-
tances: the lack of knowledge about
various financial transfer and wire
services and banks’ weak market-
ing efforts to reach out to Serbian
migrants (Lacroix and Vezzoli
2010).
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The World Bank’s research in Ser-
bia (2016) reveals that using banks
for remitting is more expensive and
less convenient for customers, so
the services of MTOs are preferred.
The remittances are largely chan-
neled via cash services. Western
Union monopolises 96% of the
Serbian market, thus contributing to
the high fees for final users. Money
Gram has most of the remaining
4% share in the market."® The

cost of sending money to Serbia is

113 Although Serbia revised its legal
framework in the field of finance in 2015,
encouraging competition and innovation in
the retail payments and allowing non-bank
financial institutions to provide remittance
services, global MTOs continue to dominate
the Serbian market as direct providers or

in partnership with banks or post offices.
SECO research detected two Serbian
institutions that are rivals to Western

Union in the remittance market. The Post
of Serbia offers International Post Money
Order service in its 1200 post offices across
the country, transferring from Belarus,
B&H, Croatia, France, Montenegro, Russia,
and Ukraine, with costs of RSD 640 for
payments up to RSD 16,000 and 4%
thereafter. Foreign exchange margins are
cheaper than those of MTOs. The Post of
Serbia is attempting to extend its service

to Switzerland, Austria and Germany, but
their post offices do not appear willing or
able to accept the cooperation. Marketing
of the service was limited due to the

lack of funds (WB SECO 2016). Another

institution is Komercijalna Bank that is going

to launch a P2P service within which the
bank customers will be able remit to non-
bank customers. Maximum payment will be
RSD 20,000 daily. Recipients will not have
to have an account and not even a smart
phone — cash will be withdrawn from the
bank ATMs via SMS messages on mobile
phones. The transaction cost will be RSD
25. It plans to open its branches offices in
Vienna and Frankfurt (WB SECO 2016).
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estimated at 9.2%, which is above
the global and regional averages

of 7.6% and 7.5% respectively.

The costs partly depend on the
recipient’s choice to take money in
Serbian dinars or foreign currency.
The study concludes that the high
cost of sending money to Serbia
stems from the lack of competition
and the fact that ‘banks, the post
office, and the two super-agents are
generally content with the status
quo’. Although 83% of Serbians
have some form of bank account,
banks do not seem interested in
cross-selling other banking services
and promoting financial inclusion
(SECO 2016)."

As part of a baseline survey, the
World Bank examined the financial
behaviors of remittances beneficia-
ries in 2016, amongst other in Ser-
bia. A total of 851 interviews were
collected among Serbian remittanc-
es senders and recipients, and the
findings are summarised below.

114 World Bank (2017): Baseline Survey
on Remittance Beneficiaries’ Financial
Behaviors in East Europe and Central Asia



Potential Mecha







Potential Mechanisms For Boosting Diaspora Investments

To conclude, the findings show that
it is of crucial importance to effec-
tively promote financial products in
order to leverage remittances. Ac-
cording to R. Agunais and Newland
(2012), strengthening the remit-
tance infrastructure means:

e to lower transaction costs by
increasing the number of MTOs
and informing the diaspora on
the possibility to choose among
them;

e toincrease transparency by
making transfer fees publicly
available;

e to create more efficient chan-
nels of sending remittances in
partnership with banks, saving
and credit cooperatives, MFls
and post offices;

* to bank the unbanked that will
lead to access to the formal
financial system and the bene-
fits from building assets through
savings and levering remittanc-
es through credits;

* to offer financial literacy train-
ing and encourage banks to
be more migrant-friendly in
order to move from the current
“cash-to-cash” system to the
electronic transfer system of
account-to-account;

e build a setting for more produc-
tive investment of remittances
by

e cross-selling complemen-

tary financial services to
remittances receivers;

e offer remittance-backed
mortgages;

e securitize future remit-
tance flows as a collateral
of financial institutions to
access additional capital.

Commercial banks could develop
low cost transfers to bank accounts,
using sister companies, other banks
and MTOs. Electronic channels and
partnerships with other global MTO
are recommended, too.

Next to looking into ways of lower-
ing transaction costs and making
the remittance market more effi-
cient, there are plenty of good ex-
amples globally of remittance-based
investment programs. One such ex-
ample is the Pare 1+1 programme
in Moldova that aims to stimulate
remittances investments, especially
in rural areas. Beneficiaries of this
programme, which includes training
and business financing, are migrant
workers and recipients of remittanc-
es (first degree relatives).

LINK UP! Serbia | Feasibility study | 87



Potential Mechanisms For Boosting Diaspora Investments

According to estimates from the
former Assistant Minister for Dias-
pora in 2010, the Serbian diaspora
established about one thousand
companies in Serbia."® Since then,
no data has been available on the
number of companies established
by Serbs abroad or their scope

of investment. This study aims to
identify mechanisms to incentiv-
ise diaspora investment in order

to enhance and leverage Serbian
diaspora direct investments from
Austria, as well as other forms of
economic cooperation between
Serbia and its diaspora elsewhere.
To see which incentive could be
implemented and achieve the best
results, the authors have examined
the feasibility to implement various
financial instruments with respect to
their added-value and catalytic ef-
fect on SME development in Serbia
and likelihood in achieving set ob-
jective. Matching grants, diaspora

115 http://www.vesti-online.com/
print/25379/Vesti/Srbija/25379/Dijaspora-
osnovala-1000-firmi-u-Srbiji
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bonds, revolving microloans, credit
guarantee scheme, crowdfunding
and equity investment have been
evaluated against certain criteria
to assess the feasibility and addi-
tionality of using official develop-
ment assistance (ODA) to leverage
private investments. It pursues the
central question: If there would be
ODA put into a financial instrument
to incentivise diaspora investments,
would it bring about investments
and activities that would otherwise
not have happened to that extent
or at all within the next couple of
years?

Thus, for each of the financial
instruments, we examined the legal
and institutional infrastructure: are
the necessary laws in place to es-
tablish such an instrument through
ODA? If yes, is there an institution
with the necessary mandate and
capacity to carry it out? And then
we looked at the key players on
the market and the potential added
value through the implementation of
an ADA-funded programme.

Where relevant, the analysis was
done from a central and municipal
level perspective with a focus on
Eastern Serbia (as the region with
the highest emigration towards
Austria). When considered suffi-
ciently feasible, a way forward is
presented.
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Matching grants are considered
those grants that can be matched
equally, and which are usually
non-repayable. Currently, Serbia
offers the following public grants:
subsidies for investors, grants
merged with loans for start-ups and
existing SMEs, grants for self-em-
ployment provided by the NES,
and at the local level, incentives by
municipalities.

Disbursement of state aid grants
are regulated by the Law on State
Aid Control along with the Regu-
lation on the Rules for State Aid
Granting.”® The Law on State Aid
Control posits that “state aid grantor
is the Republic of Serbia, the auton-
omous province and local self-gov-
ernment unit, through their compe-

116 State aid control system in the
Republic of Serbia was established in 2010
by the adoption of the Law on State Aid
Control (“Official Gazette of the Republic

of Serbia”, no. 51/09) and two bylaws:

the Regulation on the rules for state aid
granting (“Official Gazette of the Republic of
Serbia”, nos. 13/10, 100/11, 91/12, 37/13,
97/13 and 119/14) and the Regulation on
rules and procedure for state aid granting
(“Official Gazette of the Republic of Serbia”,
no. 13/10). Moreover, for the purpose of
drafting an annual report on granted state
aid, the Rulebook on methodology for
drafting annual report on granted state aid
was adopted in 2011 (“Official Gazette of
the Republic of Serbia”, no. 3/11). Taken
from Commission on State Aid Control's
website: http://www.kkdp.gov.rs/eng/o-

nama.php

tent bodies and any legal person
managing and/or having disposal
over public funds and allocating

the state aid in any form whatso-
ever (Law on State Aid, Article 2).
Serbian municipal authorities have
a limited set of options to provide
such incentives: according to the In-
vestment Law together with the EU
rules on state aid, programmes by
LED must be defined in an impartial
way and available to all investors

or start-up companies alike without
discrimination. Under the law, "state
aid can be granted to promote the
economic development of areas of
the Republic of Serbia where the
standard of living is abnormally low
or where there is serious unemploy-
ment, to remedy a serious distur-
bance in the economy of the Re-
public of Serbia or to promote the
execution of an important project of
the Republic of Serbia, to facilitate
the development of certain econom-
ic activities or of certain economic
areas in the Republic of Serbia and
to promote protection and preser-
vation of cultural heritage™ (Law on
State Aid, Article 5).

The Regulation on the Rules for
State Aid Granting defines several
categories of state aid among which
horizontal state aid and regional
state aid can target specifically
SMEs, although other categories
can cover the same sector as well.
It is also interesting to note that
horizontal state aid can be granted
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for advisory services, innovation
and for participation in trade shows,
while regional state aid can be
granted to newly-founded SMEs.
The institution responsible for state
aid control is the Commission on
State Aid Control. In line with the
Rules of State Aid Granting and
Investment Law, DAS provides
subsidies for foreign and domestic
investors depending on the size of
the investment, job creation and
location.

Aside from those sources ema-
nating from the state, there are a
number of donor-funded, academic
and non-governmental institutions
that offer matching grants, e.g.

the EU-funded Evropski Progres,
USAID’s konkurentno program,
etc. The Innovation Fund currently
offers mini grants for innovative
companies established in Serbia
with majority ownership of Serbian
citizens wherever they may current-
ly live.

It is highly questionable and polit-
ically risky to offer diaspora spe-
cial or more favourable treatment
by introducing an exclusive type

of grant. Equally, there is public
criticism about GoS’s incentives
towards foreign direct investments.
However, for some academics,
special treatment can be justified
as a way to incentivise such invest-
ments and to be able to market it to
diaspora and/or remittance receiv-
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ers, and that non-financial subsidies
can equally serve useful. Pavlovi¢
(2017) argues that diaspora invest-
ment could be supported when they
satisfy certain criteria in line with
their developmental objectives.

Way forward: A call for propos-

als could be offered that includes
grants from donors next to their
own capital (50/50 or 70/30), e.g.
for best (innovative) business ideas
from the diasporas or those that
target a specific region of Serbia.
Diaspora teams could be encour-
aged to participate in the existing
nationwide ‘Best Technology Inno-
vation Competition’, and also in the
grants schemes and other pro-
grammes of the Innovation Fund. It
would also be possible to conceive
a programme similar to the Pare
1+1 whereby remittance-receivers
may access business financing for
business creation or expansion.
Disbursing matching grants is less
complicated when compared to
loans, however, it is less sustain-
able and may attract less success-
ful entrepreneurs or business ideas/
products.

Diaspora bonds are described as
those bonds issued by a country to
its own diaspora as a way to mobil-
ise funds for the development of the
home country. From the perspec-
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tive of the diaspora, it may present
an opportunity to earn interest on
invested money while minimising
the risk since it is issued by the
state (versus private investment
funds). Countries usually pay lower
interest rates, so-called patriotic
discount, while they provide vari-
ous benefits to diaspora members
who buy their bonds, such as tax
rebates and other incentives. For
the issuing country, it would mean
raising their sovereign credit rating
and securing funds for much need-
ed development projects. Various
countries have attempted to use
diaspora bonds with varied levels of
success.'V’

It is possible in Serbia to issue
bonds at central and municipal
level, and some have even done
so. The municipality of Sabac is
among the first to have launched a
diaspora bond. International experi-
ence suggests that the success of a
diaspora sovereign bond issue and
the size of the diaspora discount
depend on a country’s institution-

al capacities to market the bonds
(Johnson and Sedaca 2004). Gov-
ernment actions influence the ability
to raise further bond financing from

117 See Annex, Table 18 on Diaspora
Bonds Issued by Israel, India and Ethiopia.
Israel and India are cited as good
examples. As the experience in Israel

has shown, diaspora bonds have been a
stable source of finance and have seen an
increased uptake in turbulent periods, such
as during war or whenever the threat of war
increases.

the diaspora or conventional inves-
tors. As Grigorian and Gevorkyan
state, “issuing tradable sovereign
bonds would require kissing good-
bye to any political and economic
opportunism” (2003).

Serbia has so far not issued bonds
at central level targeting its diaspo-
ra in more recent times. However, it
did exist in the past: in 1989, Serbia
launched the Loan for Econom-

ic Revival of Serbia. Funds were
collected from both the domestic
population and diaspora throughout
1989 and 1990. This amounted to
EUR 150 million from which 100
million was repaid in the 1990s
(between 1994 and 1999), while the
rest was depleted due to inflation

or transferred in bonds that were
later repaid. All these have creat-
ed a sense of disappointment and
resentment among borrowers (the
loan was collectively implemented
and even enforced on employees
from public enterprises, with contri-
butions deducted from their salaries
in several instalments), as well as
among others who provided funds
in dinars only to see that the value
of bonds diminished to zero during
the hyperinflation of 1993. Anoth-
er negative experience happened
to those citizens who held foreign
saving accounts in Yugoslav banks.
Their savings were transformed into
a public debt with bonds issued for
that purpose. The last of these obli-
gations were paid out only recently.
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Due to this experience, there is
considerable mistrust and there-
fore a high risk that any large-scale
state activity towards issuing dias-
pora bonds would not achieve the
desired results. On 20. November
2017, the GoS launched govern-
ment issued bonds, though it specif-
ically rules out diaspora since it
requires the person to be ‘domestic
physical entities’ with a domestic
bank account."®

Way forward: The recommenda-
tion is not to pursue this path in

the framework of an ADA-funded
programme. The main concerns
are the high price and complexity of
the process: issuing bonds is rather
costly for municipalities these days
when compared with bank loans
whose interest rates are currently
low. Moreover, there is a lack of
trust in the GoS and this may over-
shadow any endeavor to success-
fully issue diaspora bonds.

Microloans typically target small
business owners who are in need
of small loans as a way to bolster
their working capital or to invest
in machinery, equipment or other.
Contrary to the typical commer-
cial bank loans, they can also be
accessed to those who may lack

..................

118 http://stedneobveznice.gov.rs/
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collaterals and a credit history. The

idea behind revolving microloans is
that the fund gets replenished when
the microloan is paid back, thereby

freeing up money that can be used

for new business ventures.

Credit activities in Serbia are reg-
ulated by the Law on Banks™® and
special laws which states that only
banks and government institutions
can issue loans and take deposits.
There have been two government
institutions active in micro crediting
of start-up enterprises thus far. One
is the Fund for Development of the
Republic of Serbia (FDS) estab-
lished in 2007 and the other one is
the Fund for Financing Increased
Employment in the Economically
Underdeveloped and Distinctly
Migrant Regions. The FDS’s ‘micro
credit line’ and ‘start-up loans’ have
been the main source of start-up
credit financing.

The only three micro-finance insti-
tutions (MFIs) active in the country
are Agrolnvest, MicroDevelopment
(former MDF), and MicroFins-DBS
(formerly, MicroFins). In 2013, their
total portfolio was estimated at
approximately 10% of a perceived
need of EUR 250 million. ® In
2014, Agrolnvest reported that the
size of its portfolio was EUR 10.2

..................

119 https://www.nbs.rs/internet/english/20/
laws/law_banks.pdf

120 Source: Guene and Lalovic (2008):
Serbia Microcredit Gap-Assessment



Potential Mechanisms For Boosting Diaspora Investments

million and the average size of loan
was EUR 1,077 and a write-off ratio
of 1.1%. These MFls were initiat-
ed through an agreement with the
GoS during the period of conflict or
the post-conflict period, under the
umbrella of UNHCR and other inter-
national organisations. MFIs keep
the deposits in the banks (100% of
loans disbursed) and banks formally
issue loans to the end consumers.

All credit assessments and monitor-
ing is done by MFls. About 50,000
loans are approved each year, out
of which two-thirds are for business
purposes and one-third for personal
needs. Since the year 2000, there
have been several attempts to im-
prove the legal framework for MFI
operations, but without results. Be-
sides MFls, local NGOs and other
interested Serbian parties, including
some international organisations,
have been supporting these efforts.
SMEs’ dependency on bank financ-
ing and limited access to banking
products for micro enterprises
continues to hinder SME devel-
opment. As the EIB study shows,

a lack or limited supply of microf-
inance make it almost impossible

to assess its supply reliably.™' The
same research identified two micro
financing institutions that would re-
late to Serbian SMESs’ needs. These

121 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMEs) in Serbia , p.12

are a microfinance capital equity
fund, which could support any new
non-banking microfinance institu-
tion, and a microfinance First-Loss
Portfolio Guarantee fund, which
would issue micro-loans to existing
SMEs that are cut off from credits.
However, the two proposed MFls
are waiting for the relevant legisla-
tion to be enacted.'?

There are some Serbian banks
that partially fill in the gap for mi-
cro-credits. These are Opportunity
Bank (established by USAID) and
ProCredit bank founded by a range
of international donors and special
funds, such as KfW and Dutch gov-
ernment funds. However, they do
not support early-stage micro busi-
nesses, but rather require an initial
operational period of 6-12 months.
Unicredit bank and Unicredit
Foundation have been supporting
exchanges between Serbian and
foreign actors in the field of social
entrepreneurship. The Erste Bank
in Serbia set up pilot projects by
issuing credits to social enterprises
(through its special Step-by-Step
project).’?® There exists a novel

122 1Ibid, p.13

123 https://www.erstebank.rs/sr/korak-
po-korak. The Erste Bank Group has been
working on developing ‘social banking’ in
Serbia, which activities target three groups
of clients:

Individuals who would like to start their
business - Step by Step program as of 2016

NGOs that have a lot of activities, but are
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facility under the EU Programme for
Employment and Social Innovation
(EASI) managed by the Erste Bank:
EUR 4.7 million has been approved
to Erste Bank with the goal to dis-
burse about 850 micro loans with-
out any guarantees (with the aver-
age size being over 5,000 EUR).
The bank Societe General is also
known to target micro-businesses
and startups with the provision of
microloans.

The municipalities cannot issue
loans and guarantees directly,
or establish such a facility as a

excluded from finances

Private individuals who are at the risk of
poverty or low income (to be developed in
2018 and 2019).

In 2016, Erste Bank launched its Step by
Step program offering loans, mentoring
and business training for startups and
micro companies. Under this scheme, the
products are tailored made and loans do
not require collaterals, helping budding
entrepreneurs, especially those who have
been unemployed and marginalized people
who have problems accessing finance.

Erste Bank offers non-financial assistance,
knowledge and business skills, providing
trainers and lectures on topics such as
marketing, social networks and cash flow. A
client may get the business mentor during
one year. It is significant that the bank
performs impact assessment, both financial
and that on the client’s social impact. Erste
Bank is spreading the social banking in
other SEE countries too. Each of activities
in different countries is based on the local
needs. The bank has also built an online
platform.
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separate legal body. In the early
2000s, there were two internation-
ally supported pilot projects for the
guarantee funds in the cities of Novi
Sad and Leskovac, but none are
currently active. There were other
attempts to create similar loans
and/or guarantee funds without
success. Hence, the Ministry of
Finance has decided not to allow
municipalities to be involved in
these types of operations.

Way forward: Through donor
support and in agreement with the
GoS, it would be feasible to launch
a specific credit line targeting Serbi-
an diaspora investors and/or remit-
tance receivers. It could be nation-
wide or for a specific region. It could
be placed within the FDS or the
Fund for Financing Increased Em-
ployment in the Economically Un-
derdeveloped and Distinctly Migrant
Regions. Both institutions would

be able to handle such a facility.

In an interview with the ICMPD
research team, the Fund for Financ-
ing Increased Employment in the
Economically Underdeveloped and
Distinctly Migrant Regions men-
tioned their interest in administering
such loans should they become
available. Such a facility could also
be placed within one of the existing
MFls, but that would mean higher
interest rates and more difficult loan
conditions for clients.
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One subgroup of clients might be
particularly eligible for soft loans
combined with non-refundable
grants. These are social enterprises
developed in migration intensive
areas, which could be supported
through bilateral (diaspora-GoS)

or multilateral (diaspora-GoS-do-
nor) efforts. The diaspora could be
involved as the impact investor on
the grounds of philanthropic and
patriotic reasons. There are other
specific groups, i.e. rural population
in general and women in particular,
as well as cooperatives for which
the existing MFIs could expand
their services.

As mentioned in the previous
section, SMEs are underserved

by MFIs resulting in a significant
credit gap. Through credit guaran-
tee schemes, credit risks can be
mitigated to lenders, thereby facili-
tating access to finance. The Laws
on Banks™* allows for guarantee
operations to private entities, while
the Law on Public Debt allows the
GoS to issue guarantees to only the
public sector.

Public institution responsible for

124 https://www.nbs.rs/internet/english/20/
laws/law_banks.pdf. Article 4, Activities that
may be performed by a bank

SME credit guarantee services in
Serbia is the Development Fund

of the Republic of Serbia that aims
to foster economic and balanced
regional development, improve the
competitiveness of the Serbian
economy, encourage employment
and stimulate the development

of capital market.’® Guarantees
issued by the Fund are available to
small, medium and large business
entities in private or state ownership
(excluding public companies) and
cannot cover more than 80% of the
loan’s value.™ The minimum value
of the guarantee should not be less
than 1 million RSD."?” AOFI is one
of the few institutions that issues
guarantees and other sureties (bid
guarantees, performance guaran-
tees, advance payment guaran-
tees, retention money guarantees,
maintenance guarantees) for
export companies and investments
abroad.

Beyond the public sector, there are
three guarantee schemes in Ser-
bia that have been made available
by the European Investment Fund
(EIF): SME Guarantee Facilities
(CIP), the Guarantee Facility under
the Western Balkans Enterprise
Development and Innovation Facil-
ity (WB EDIF) - First Loss Portfolio

125 http://www.fondzarazvoj.gov.rs/

126 http://www.fondzarazvoj.gov.rs/files/
uslovi_garancije.pdf , page 1

127 http://www.fondzarazvoj.gov.rs/files/
uslovi_garancije.pdf , page 2
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Guarantee and the Risk Sharing
Instrument for Innovation and Re-
search oriented SMEs and Small
mid-caps.'® Guarantees and secu-
rities for SMEs in Serbia are also
supported by COSME programs,
HORIZON 2020, the InnovFin
program (as a joint initiative of EIF
and EIB), and the Employment and
Social Innovation program (EaSlI)
program.

In 2014, the first agreement be-
tween EIF and UniCredit Serbia
approved EUR 5 million for a EUR
30 million portfolio. In 2016, EIF
signed a new agreement with
ProCredit Bank investing EUR 3.5
million for a EUR 25 million portfo-
lio. Under this scheme, guarantee
substitutes part of the usually re-
quired collateral and enables lower
pricing. COSME provides access
to increased finance through its
Loan Guarantee Facility and the
Equity Facility for Growth. Under
this scheme, EIF and Banca Intesa
Belgrade signed the EUR 6 million
agreement in 2016, allowing loans
as working capitals under favorable
conditions and without hard collat-
eral for SMEs. Although one of the
HORIZON’s priority “Industrial lead-
ership” has a debt facility to provide
loans, guarantees and other forms
of debt finance under the EUR

3.5 billion Access to Risk Finance

128 Vienna Initiative 2014, Credit
Guarantee Schemes for SME lending
in Central, Eastern and South-Eastern
Europe, p. 68
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programme, there is no available
data on the success rate for Ser-
bian companies. Under the Innov-
Fin, EIF signed two agreements
with ProCredit Bank worth EUR

35 million in 2016, when UniCredit
Bank was also provided with EUR
15 million to improve access to loan
finance for innovative SMEs.

Through the EaSI programme, EIF
provides a guarantee that enables
the Erste Bank Serbia to support
about 800 microenterprises with
EUR 4.7 million worth of loans in
the period 2016-2021 with attractive
terms (without private collaterals)

— many of which are social enter-
prises.

A qualitative analysis of the supply
of guarantee products reveals that
the predominant type of guarantees
offered to the Serbian SMEs are
personal guarantees while portfolio
guarantees have not been devel-
oped yet. The total value of bank
guarantees to the Serbian SMEs is
not known. In 2015, the total val-
ue of all guarantees in Serbia was
EUR 2.3 billion."™® Currently, the
Guarantee Fund facility within DFS
does not seem to be very active.

In sum, guarantee schemes are not
being used as much as they could:

129 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMESs) in Serbia, p.45
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many factors constrain the use of
credit guarantees in the Republic
of Serbia. According to the banks,
‘guarantee conditions are too
restrictive for clients, the excessive
bureaucracy is also a discouraging
factor, and the pricing is often not
attractive either. Furthermore, SME
clients are often not informed about
the possibility of using guaran-
tees. %

Way forward: Donor-supported
credit guarantee schemes make
sense at a larger scale, and are cur-
rently served by the EIF, amongst
other. No additionality would be
created by adding ADA funds

into such a scheme, however the
existence of such support could be
better disseminated, amongst other
also among diaspora members and
remittance receivers.

Crowdfunding

A distinction is often made between
the following four types of crowd-
funding:

e Reward-based crowdfunding,
the most common type avail-
able through which a product (a
perk) is offered in exchange for
financial support;

e Equity-based crowdfunding that
offers equity from the company
in exchange for capital. Entre-
preneurs can set investor caps,

..................

130 Ibid 68, see Table A1.11
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minimum pledge amounts, or
approve/deny investors to view
the business documents. The
campaigns last up to several
months and are intended for
those start-ups that seek USD
100,000 or more;

e Donation-based crowdfunding
that serves social causes and
charities, and requires nothing
in return. Campaigns are usual-
ly up to three months long and
most commonly for amounts
under USD 10,000;

e Lending (debt)-based crowd-
funding allowing entrepreneurs
to raise funds in the form of
loans that will be paid back
to the lenders with an interest
rate.

At the time of writing, there is no le-
gal or regulatory framework in place
that would allow the establishment
of crowdinvesting platforms in Ser-
bia. Nonetheless, such a platform
was launched in September 2017,
though at the time of writing, it was
not very successful in raising cap-
ital. For donation or reward-based
platforms, Serbian entrepreneurs,
especially in the creative industries,
have made use of such platforms
at global level. For some of these,
such as Indiegogo, they can apply
with Serbian identity documents
and use their Serbian address,
while for others, such as Kickstart-
er, they would need to launch their

| LINK UP! Serbia | Feasibility study

company through an entity outside
of Serbia.

According to the Serbian daily,
Politika, out of 570 crowdfunding
campaigns that have been running
in Serbia since 2011, only 41 (7.2%)
have been successful. Most were
art projects, comprising 32%. In

the period between 2012-2016, the
number of campaigns on Indiegogo
and Kickstarter increased by 400%,
from 28 to 143 campaigns. The
total amount of mobilised funds was
USD 653,134."

Another newer form of crowdfund-
ing are blockchain-based ICO
(initial coin offerings) through which
companies can access capital
through the issuance of digital/virtu-
al currencies. At the time of writing,
ICO’s are highly controversial as
they operate outside of existing reg-
ulatory frameworks. However, the
blockchain technology on which it is
based is highly interesting and can
disrupt the way we currently work,
store information or even transfer
value in exchange for goods or
investments. More use cases with
blockchain technology will demon-
strate its potential in the coming
decade.

The GoS is currently developing a
law on alternative financing, which

131 The Politika Daily Newspaper of July
22, 2017: “More and more websites for
volunteer financing”
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may include crowdinvesting. With
that, it is expected that in Serbia,
the number of platforms offering
such services will increase, there-
by offering more opportunities for
early-stage businesses.

Way forward: As seen in the low
success rate of crowdfunding
campaigns in Serbia, crowdfund-
ing requires a completely new set
of skills: first and foremost digital
marketing skills, prototyping and
financial management. Establish-
ing such a platform should remain
in the domain of the private sector
— there are many well established
global platforms already in place
with a large database of investors
and ‘backers’. Crowdfunding offers
huge potentials for early stage busi-
ness by providing access to export
markets, international media atten-
tion and room for innovation. ADA
funding could provide added value
through outreach to diaspora for
funding purpose, as mentors and in
training.

Equity investment means invest-
ment into a company in exchange
for company shares. In Serbia,
equity investment is at a very early
stage of development and has in
fact seen a decline since the finan-
cial crisis in 2008. It is estimated
that the equity market supply in
Serbia is at approximately EUR 35-

40 million in 2017.%%2

The legal framework for VC invest-
ment funds remains underdevel-
oped in Serbia. An appropriate tax
law in which gains can be waged
against losses does not yet exist,
thereby reducing the incentive

for business angels and venture
capitalists to make risky invest-
ments. Nevertheless, there is some
VC activity in place with a clear
trend in Serbia’s ICT sector making
offers to promising ventures. This
has often resulted in moving the
company’s seat or entire teams to
another country. While, according to
some researchers, it can contribute
to brain drain, some others have
argued that it is the result of brain
waste since the infrastructure is not
sufficiently developed to offer the
growth potential for such compa-
nies.

In terms of venture capital invest-
ment funds, a limited number of
domestic and international actors
exist in Serbia. Domestic actors
are Startlabs VC Fund, Blue Sea
Capital and ICT Hub. The ICT Hub,
which is known for growing prom-

132 European Investment Bank (2017):
Ex-ante study to assess the potential future use

of Financial Instruments to deploy IPA resources

in support of Small and Medium-sized Enterprises
(SMEs) in Serbia, p. 12. This volume
represents equity capital from existing
venture capital, private equity funds,
accelerators and technology transfer, but
excluding mezzanine financing which is not
used in Serbia.
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ising ICT companies in Serbia,

will start investing a total of EUR 1
million into start-ups in the next two
years."®® Startlabs is an example of
a diaspora initiative, with one of the
three partners residing in USA and
which works with international men-
tors. Likewise, a Bulgarian venture
capital fund, Eleven, with funding
from the EU, has been active in
Serbia and the region. Enterprise
Innovation Fund's (ENIF) proj-

ect VC Facility, funded by the EU
regional WBC portfolio, has been

in operation for several years with
its intention to place EUR 40 mil-
lion in the Serbian and other WBC
companies. It is managed by the
Slovenian venture capital fund SC
Ventures."* Internationally-owned
SEAF," registered in the USA,
runs a regional SEAF South Balkan
Fund with an office in Belgrade. It
has been in existence since 2005.
Up to now, it has invested EUR 13
million. It seems that SEAF invest-
ment fund in Belgrade will also start
funding early stage start-ups, which
was not the case before, as stated
by their representative at the Link
Up! Serbia workshop in May 2017.

The study from the European In-
vestment Bank points out that their
survey with micro business and

133 https://www.ekapija.com/en/start-
up/1649015/first-private-equity-fund-worth-
eur-1-million-founded-in-serbia-startup

134 See: http://sc-ventures.com

135 http://seaf.com
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SMEs showed no demand for eq-
uity financing, though these results
should be interpreted with caution
since it could stem from missing
knowledge and awareness of equity
markets.'36

Way forward: As part of this study,
an investment relations expert with
strong ties to the Western Balkans
was recruited to conduct interviews
with business angels and with the
task of defining activities that could
work well in the framework of an
ADA-funded programme. Following
recommendations were put forward:
i) to form a Serbian Business Angel
Group (or Mentor group) in Austria;
ii) to enable regular meetings in
Austria to build trust and exchange
knowledge and experience; iii) to
organise Serbian startups pitch (get
advice) from groups in Austria; iv)
for business angels, to get to know
the Serbian market better by or-
ganising study visits as a group to
Serbia; v) to support existing orga-
nizations in Serbia such as Mentors
& Founders; vi) to foster a way for
regular exchanges between Men-
tors & Founders and the Austrian
Business Angel network, including
through financing a series of events
organised by existing players with

136 European Investment Bank (2017):
Ex-ante study to assess the potential future
use of Financial Instruments to deploy IPA
resources in support of Small and Medium-
sized Enterprises (SMEs) in Serbia, p. 12.
The survey consisted of a telephone survey
with 2,000 valid SME responses.



As part of this
study, an invest-
ment relations ex-
pert with strong
ties to the West-
ern Balkans was
recruited to con-
duct interviews
with business
angels and with
the task of defin-
ing activities that
could work well
in the framework
of an ADA-funded
programme.
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‘big’ names (internationally known
business angels); vii) to finance
training/master classes for busi-
ness angels organised by existing
independent players; viii) to set up
a public awareness building cam-
paign in cooperation with main-
stream media, including showcas-
ing role models.

The ideal ar-
rangement is

to have a ‘lead’
investor in Serbia
who knows the
market and found-
ing team well,
while the other
business angels
from another
country could act
as co-investor.

In terms of the
investment frame-
work, it would

be essential to
improve the tax
system, facili-
tate legal condi-
tions for easier
cross-border
investments and to support the
growth and professionalisation of
the local ecosystem.

Alongside economic aspects of
diaspora engagement associated
with remittances and transnational
entrepreneurship and investments,
there are additional factors through
which diaspora add value to their
home societies, e.g. through market
intelligence and international exper-
tise.

Saxenian defined such diaspora
groups as the new Argonauts — the
global economic adventurers and
pioneer investors whose knowledge
and skills can be put to use for
development. The experience of the
new Argonauts in creating capital in
peripheral locations suggests that
development today is a process

of experimentation and learning in
particular contexts. Diasporas, es-
pecially in the form of professional
communities, can connect suppli-
ers and customers, producers and
policy makers. Pavlovi¢ (2017) has
gone a step further by coining the
term New Serbian Argonauts to em-
body not only successful high-tech
entrepreneurs and professionals,
but also highly successful individ-
uals in sciences and academia, as
well as second generation emi-
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grants who have kept strong ties
with Serbia.”

Serb diaspora members are di-
verse, confirmed once more
through the research conducted

in the context of this assessment
study. There are two specific seg-
ments of the population that were
often highlighted by our interlocu-
tors in respect to the ‘untapped po-
tential’ and thus possible outreach
group for diaspora investments —
whether financially or non-financial-
ly —in Serbia.

Highly-educated Serb diaspora
Serbian academic diaspora can

contribute greatly given that the
transfer of know-how and human
capital today does not necessarily
require a permanent return, but can
be achieved amongst other through
temporary and circular migration.
To this end, the virtual mobilisation
of the diaspora through networks
can allow the exchange of contacts,
ideas and information between
diaspora professionals and home
country without necessarily return-
ing home.

A model of the Serbian Diaspora
Virtual University (SDVU), as envi-

137 M. Pavlovi¢ (2017): Assessment of
the National Investment Framework for
Diasporas in the Republic of Serbia, p. 13
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sioned by Filipovi¢ (2012), can help
to transform brain drain into brain
gain and to increase the competi-
tiveness of the Serbian economy.
At the same time, it can serve as

a hub for Serbian experts living
abroad. Filipovi¢'s database of
close to 6,400 Serbian PhDs grad-
uates from all over the world shows
the potential of Serbian high-skilled
migrants who are represented in all
social fields (Filipovi¢ 2012). Yet,
Filipovi¢ warns that an appropriate
model of government engagement
with the diaspora has not been
configured yet. Actually, as he said,
‘the situation is even grimmer,
since intellectual Diaspora is often
faced with challenges arising in

an environment complacent to the
needs and wants of certain political
groups’."®

Pensioners

In 2014, the Pension Fund report-
ed that about 191,000 Serbs have
been receiving pensions from
abroad, largely from Germany,
Croatia, Austria, Switzerland and
France."® Germany is the most

138 J.Filipovi¢ (2012): “Management of
the Serbian Diaspora Virtual University
as a Complex Organization”, http://
www.grfdt.com/PublicationDetails.
aspx?Type=Articles&Tabld=6

139 The Novosti Daily article of February
28, 2014: “200,000 Foreign Pensions
Come to Serbia Every Month” http://
www.novosti.rs/vesti/naslovna/drustvo/
aktuelno.290.html:480549-U-Srbiju-svakog-
meseca-stigne-200000-inostranih-penzija
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prominent one with almost 45,000
pensions per month. So far, 28
bilateral state agreements on social
provisions have been signed, in-
cluding for Austria. According to the
latest Serbian Census data, there
were about 34,000 returnees from
Austria in 2011 with a large part of
them in retirement age who may
want to spend the rest of their lives
in the home country.'#°

The share of pensions received
from abroad might help to explain
the remitting process since their
pensions are considered as remit-
tances. If we assume that a monthly
pension is approximately EUR 500,
then we can see that 191,000 pen-
sions make a remittance inflow of
about EUR 1 billion each year. This
claim should be additionally verified
and supported by the official data
from NBS and the Pension Insur-
ance of Serbia.

This shows the potential of targeting
pensioners, given also the fact that
ICMPD field work has shown that
many have a decisive role in sup-
porting family members with their
entrepreneurial activity. As suggest-
ed by the Ministry for Foreign Affairs
in Serbia during an interview with
ICMPD, the sectors with the highest
potential and success rate is health

140 According to the 2011 Census data,
pensioners made 66.2% of non-active
returnees to Serbia, see V. Stankovi¢
(2014): Serbian Process of External Migration, p.90

care, retirement homes or other
gerontology services.

Although entrepreneurship among
immigrants living in the world’s
advanced economies is a much
researched topic, academia has
only in more recent times started
to examine how diaspora members
contribute to the economies of their
home countries. As an alternative
to FDI, DDI provides more flexibility
by contributing to the integration

of societies into the global econo-
my via an interconnectedness of
donations, small and large invest-
ments, trade, tourism and unilateral
transfers. At the same time, circu-
lar migration, network platforms
and many other things can help

to harness the diaspora capital.
Kuznetsov (2005) suggests various
diaspora entrepreneurship engage-
ment models.
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It is known that higher levels of
entrepreneurship by both diaspora
and non-diaspora entrepreneurs
positively correlate with higher
levels of economic development.
Various types of organisations exist
that aim at encouraging emigrants
to invest in their countries/places
of origin, ranging from private to
government-led to public-private
partnership.™" Many of these or-
ganizations are hybrids. Newland
and Tanaka categorise them into
networking, mentoring, investment,
venture capital, and strategic part-
nerships.

Networking organisations are chan-

nels for both diaspora and domestic
business people and professionals
to meet and discuss opportunities
for cooperation. They can connect
locals with diaspora or amongst di-
aspora members themselves. With
regards to the focus of this study,
they could be in the form of busi-
ness brokering for sales and pur-
chases, outsourcing arrangements,
to pool collective investments, or
provide market leads to Austrian
companies who may be willing to
invest and establish B2B partner-
ships.

While diaspora networks present
a web of significant resources, in
practice, however, they are diffi-

..................

141 K. Newland and H. Tanaka (2011):
“Mobilizing Diaspora Entrepreneurship for
Development”
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cult to sustain. It is usually naively
presumed that initial enthusiasm
will last forever or will be spon-
taneously turned into something
concrete. Therefore, it is recom-
mended to start with small commit-
ments and small projects, increase
the scale and scope of projects to
gradually build trust and experi-
ence (Kuznetsov 2006). When little
else is available or can be trusted,
individual overachievers are key in
launching processes, albeit home
country organisations are supposed
to sustain it. Diaspora migrants
open doors and make connec-
tions, but the conditions need to be
established by the government and
administration of the home country
(Kuznetsov 2006).

It is necessary, first of all, to think
long-term to sustain such networks,
to obtain political support at the
home country, to be selective when
it comes to its membership rather
than being open to anyone and to
develop public-private partnerships
to promote innovation.'*? At the
same time, some other experiences
show that business networks should
not only include a few top-level
members, but that it should be
broad enough in order to keep the
membership fees low enough for its
members.

142 D. R. Agunias and K. Newland (2012):
Developing a Road Map for Engaging
Diasporas in Development: A Handbook for
Policymakers and Practitioners in Home
and Host Countries, p.140

Mentoring organisations are more
actively involved in supporting
entrepreneurship among diaspo-

ra members: they match aspiring
entrepreneurs seeking to expand
their operations abroad with dias-
pora experts and business leaders.
Some mentors offer one-off ser-
vices, while others provide intern-
ships or even job opportunities in
their corporations.

There have been numerous initia-
tives in Serbia in which diaspora
entrepreneurs and experts have
been matched with prospective
entrepreneurs. An example was
the project run by Group 484 and
funded by USAID in 2012."* About
15 mentors from the diaspora sup-
ported early-stage businesses in
the cities of Uzice, Vranje, and Novi
Pazar. Similarly, the current Swiss
SECO Entrepreneurship project
matches mentors from abroad with
clients and project partners (start-
up ecosystem agents, such as ICT
Hub, Start It, Start labs, Nova Iskra
and others). A mentoring program
involving Serbian business people
and consultants in Austria could be
successfully initiated to help enter-
prises in Serbia. A database and/or
comprehensive web platform would
be needed.

Training organisations help entre-
preneurs to gain the knowledge

143 T. Pavlov etal. (2012): Disapora as a
Resource of Local Development
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and skills needed to start and run
their business. Training programs
can transfer knowledge from di-
aspora experts to home countries
or offer lessons and courses on
business management and financ-
ing. In case of Serbian diaspora
members in/from Austria, online or
offline courses could include busi-
ness plan development, financial
planning, marketing, supply chain
management, sales, to more gener-
al training on administrative matters
and legal matters on where/how to
register a business and what legal
form to choose for the business.
Investment organisations provide
initial or subsequent funding to

start-ups, usually through a mix of
private and public funds.

Venture capital and partnership
organisations provide more than
start-up funding and are heavily
involved in projects they find prof-
itable. They can form strategic
partnerships with other VCs, busi-
ness leaders, engineers, and other
professionals. These organisations
are interested in the quality of the
proposed investment, the high po-
tential for return, and the impact of
such partnerships and investments
on strategic sectors.

All these organisations can vary

in terms of their targets, levels of
membership selectivity, econom-
ic sectors, types of services, and
geographic focus. For that reason,

a tailor-made approach depending
on the diaspora group is necessary.

FIGURE 12: LEVELS OF COMMITMENT TO DIASPORA
ENTREPRENEURSHIP

SouRce: NEWLAND AND TANAKA, 2010 The Serbian diaspora entrepre-

neurs in/from Austria can be en-
gaged in each of the five examined

ngi?;?;end organizations. ICMPD'’s field work
Partnership in Austria and Serbia shows that
many elements of networking, men-
Investment toring, training and investing activi-
ties have already been practiced by
Training the Serbian migrant entrepreneurs
. between the home and host societ-
Mentoring ies, but official programs and organ-
Networking isations are yet to be launched and

advertised.
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This study aims to identify mech-
anisms to incentivize diaspora
investment and other forms of eco-
nomic cooperation between Serbia
and its diaspora members in Austria
and elsewhere.

Conclusions

The extensive desk research and
consultations revealed that there
are considerable challenges regard-
ing GoS-diaspora relationship, but
they are not unsurmountable: there
has been enough expression of in-
terest by Serb diaspora members to
engage more intensively, including
for SME development, mentoring,
philanthropy, network-building and
other.

Concrete proposals were made

by the Serb diaspora: first and
foremost, to undertake awareness
building campaigns to foster an en-
trepreneurial mindset, including by
recording and disseminating suc-
cess stories of entrepreneurs and
angel investors, in cooperation with
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major media. Outreach, commu-
nication and networking activities
through information exchange, es-
pecially given the lack of knowledge
of Serbian support structures, was
very much welcomed. Examples
provided were study trips, confer-
ences, network events, dissemina-
tion of investment opportunities and
government bonds through various
media channels to reach Serb dias-
pora members. As part of such visi-
bility activities, it was recommended
to engage prominent members of
the Serbian diaspora in Austria as
Brand Ambassadors or economic
brokers. In line with this, a platform
for matchmaking between Serbian
businesses and mentors, including
international mentors, has been
mentioned multiple times, e.g. the
set-up of a web-based platform

and the replication of Austria’s ‘Go
International’ programme in Ser-
bia that would co-fund company’s
participation to international fairs.
Such interventions would tie in well
with GoS'’s intention to support the
internationalisation and competitive-
ness of Serbian SMEs in line with
the objectives from the Small Busi-
ness Act for Europe. By and large,
the study finds that microfinancing,
portfolio guarantees and equity
financing for SMEs, coupled with
capacity building for entrepreneurs
(financial literacy, digital marketing,
crowdfunding, etc), are needed.



To see which incentives could be
implemented and achieve the best
results, the authors examined the
feasibility to implement various
financial instruments with respect to
their added-value and catalytic ef-

fect on SME development in Serbia.

Matching grants, diaspora bonds,
revolving microloans, credit guaran-
tee scheme, crowdfunding and eg-
uity investment have been reviewed
against existing legislative acts and
involved support structures and
instruments in order to assess the
feasibility and additionality of using
official development assistance
(ODA) to leverage private invest-
ments. It pursues the central ques-
tion: If there would be ODA put into
a financial instrument to incentivise
diaspora investments, would it bring
about investments and activities
that would otherwise not have hap-
pened to that extent or at all within
the next couple of years?

Three ways forward came out the
strongest on the basis of the desk
review, survey and consultations
conducted in the framework of this
study:

1) Revolving microloans fund:
through donor support and in
agreement with the GoS, it would
be feasible to launch a specific
credit line targeted toward Serbian
diaspora investments. It could be
nationwide or for a specific region.
It could be placed within the FDS or

Conclusions

the Fund for Financing Increased
Employment in the Economically
Underdeveloped and Distinctly
Migrant Regions. Both institutions
would be able to handle such a
facility. In an interview with the
ICMPD research team, the latter
mentioned its interest in administer-
ing such loans should they become
available. Such a facility could also
be placed within one of the existing
MFls, but that would mean higher
interest rates and more difficult loan
conditions for clients. One subgroup
of clients might be particularly
eligible for soft loans combined

with non-refundable grants. These
are social enterprises developed

in migration intensive areas, which
could be supported through bilat-
eral (diaspora-GoS) or multilateral
(diaspora-GoS-donor) efforts. Di-
aspora members could be involved
as impact investors on the basis of
philanthropic and patriotic reasons.
There are other specific groups,

i.e. rural population in general and
women in particular, as well as co-
operatives for which existing MFls
could expand their services.

2) Matching grants could be an
alternative to revolving microloans:
a call for proposals could be offered
that includes grants from donors
next to their own capital (50/50 or
70/30), e.g. for best (innovative)
business ideas from the diaspo-

ras or those that target a specific
(poorer region) of Serbia. It would
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also be possible to conceive of a
programme similar to the Pare 1+1
whereby remittance-receivers may
access business financing for busi-
ness creation or expansion.

3) Equity investment: the study
showed that the Serbian business
angel and venture capital eco-
system is at a very early stage,
although they are important for

a company’s growth phase and
internationalisation strategies. A
number of recommendations were
made on how best to encourage
such investments in Serbia. Given
the disruptive potential of block-
chain technology and investor’s
interest, including by reaching out
to Austria’s investors network, a
pilot could be established in which
a guarantee through ADA could

be provided for an investment into
such a startup provided that the
use case demonstrates a clear
development impact for Serbia.
Serbia is well known for their ICT
services and innovation capacity in
that field, and this could serve as a
basis for deepening investor-busi-
ness relations. Although recom-
mendations were made to deepen
Serbian-Austrian Business Angel
relations, facilitate meetings and
support to startup pitches by Ser-
bian businesses in Austria, study
trips for business angels to Serbia,
finance training and master classes
for business angels and other activ-
ities, it remains to be seen to what
degree this could be taken further
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in the context of an ADA-funded
programme.

Devising measures to incentivise
investments from the diaspora is
not new, though the foundation for
any such incentive is the creation of
an enabling framework to do busi-
ness in Serbia that includes legal,
economic and structural matters.
NALED publishes the Grey Book on
‘Eliminating Administrative Barri-
ers to Doing Business in Serbia

— Recommendations’ which could
be expanded to include challenges
and recommendations from dias-
pora who are conducting business
in Serbia, thus including another
angle from the perspective of ‘trans-
national business’.

ICMPD’s research also revealed
that a locally-based approach
through the inclusion of RDA's and
LED’s can be more effective than
focusing all efforts at the national
level, though undoubtedly synergies
need to be fostered in a way that
central level decisions and policies
support local-led initiatives and
development efforts. At the essence
of this will be the need to build trust
between diaspora members and
localities, within the municipalities
and centrally in the GoS: the more
officials live up to their promises
and expectations, and start includ-
ing diaspora as well in broader
policy dialogues and policymaking,
the likelier it will be that the sum will
be bigger than its individual parts.
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TABLE 7. SERBIAN CITIZENS ABROAD FROM TWO “HOT” EMIGRATION ZONES, BY MUNICIPALITIES

In the In the Abroad

country e country

Number of Share in NI 23] i Share in

persons total popu- persons total popu-

lation (%) ation (%)

Serbia 7,477,974 414,839 5.3 7,157,387 313,411 4.2
CES Zone 395,834 86,748 18.0 351,532 81,516  18.8
Branicevo district
Malo Crnice 13,709 5074 27.0 11,247 5,519 32.9
Zabari 12,931 5,308 29.1 10,987 4,933 31.0
Kucevo 18,609 6,267 25.2 15,404 6,824 30.7
Veliko Gradiste 20,489 5,854 222 17,459 5,839 25.1
Petrovac 34,221 11,485 251 30,752 10,386  25.2
Golubac 9,857 2,218 18.4 8,288 2,007 19.5
Zagubica 14,726 2,166 12.8 12,407 2,847 18.7
Pozarevac 74,555 8,542 10.3 74,638 8,764 10.5
Borski district
Negotin 43,162 14,217 24.8 36,627 12,763  25.8
Kladovo 23,483 7,750 24.8 20,355 6,746 24.9
Majdanpek 23,579 1288 5.2 18,549 1,117 5.7
Bor 55,695 1,445 2.5 48,502 1,018 2.1
Pomoravski
district
Svilajnac 25,355 7742 23.4 23,252 6,913 22.9
Despotovac 25,463 7,392 22.5 23,065 5,840 20.2
SWS Zone 214,550 30,968 12.6 218,464 24232  10.0

124 | LINK UP! Serbia | Feasibility study



Raski district

Tutin

Novi Pazar

Zlatiborski district

Prijepolje
Sjenica

Priboj

29,813

85,700

40,962
27,834

30,241

6,347

10,560

4,709
5,935

3,417

SouRcke: PReDOJEVIE-DESPIC AND PENEV (2014)

TABLE 8. SERBIAN CITIZENS FROM “HOT” EMIGRATION ZONES,

BY LENGTH OF STAY / HOST COUNTRY

Length of
Stay
(in years)

Serbia
0
1-9

10+ and
Unknown

CES Zone
0
1-9

10+ and
Unknown

SWS Zone
0

1-9

Total

313,411
79,006

96,015

138,390

81,516
18,254

19,307

43,955

24,232
9,068

7,487

Austria

70,488
16,465

18,621

35,402

35,494
8,213

8,269

19,012

1,358
597

446

Ger
many

55,999
14,485

13,761

27,753

7,810
1,889

1,318

4,603

11,214
4,374

3,238

Swiss

Number of persons

41,008
8,406

9,421

23,181

11,407
1,742

2,305

7,360

1,540
563

350

17.6

11.0

10.3
17.6

10.2

Italy

23,340
5,614

8,971

8,755

10,087
2,073

3,565

4,449

191
75

79

30,144

99,186

36,430
25,899

26,805

France

20,231
4,423

5,198

10,610

8,016
1,604

1,659

4,753

691
217

230

Annexes

4,548 13.1
9,925 9.1
4,560 11.1
2,751 9.6
2,448 8.4
Bosnia Other
Sweden Herze- igg\::'
govina
10,925 6,514 84,906
2,480 2,127 25,006
3,565 3,097 33,381
4,880 1,290 26,519
2,050 100 6,552
358 26 2,349
567 50 1,574
1,125 24 2,629
1,398 2,579 5,261
476 824 1,942
454 1,129 1,561
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10+ or
Unknown 7,677 315 3,602 627 37 244 468 626 1,758
Structure (percentage)

Serbia 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
0 25.2 23.4 259 20.5 24 1 21.9 22.7 32.7 29.5
1-9 30.6 26.4 246 23.0 38.4 25.7 326 475 39.3
10+ or 442 502 496 565 375 524 447 198 312
Unknown

CES Zone 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

0 224 231 242 153 206 200 175 260 359
1-9 237 233 169 202 353 207 277 500 240
10+ and 539 536 580 645 441 593 54.9 240 401
10% and . . . . . . . . .

SWS Zone 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

0 37.4 44.0 39.0 36.6 39.3 31.4 34.0 32.0 36.9
1-9 30.9 32.8 28.9 22.7 414 33.3 325 43.8 29.7
10+ or 31.7 23.2 32.1 40.7 19.4 35.3 33.5 24.3 33.4
Unknown

SouRcE: PReDOJEVIE-DESPIC AND PENEV (2014), AccorDING TO THE SORS 2011 Census DATa

* CES (Central-East Serbia) Zone: 14 municipalities in 3 districts (the whole Brani¢evo and Bor
districts, the municipalities of Svilajnac and Despotovac in Pomoravlje district) although the municipal-
ities of Bor and Majdanpek in the Bor district have a considerably lower share of migrant population
and were included in the “hot” zone due to the territorial continuity.

* SWS (South-West Serbia) zone: 5 Sandzak municipalities (Priboj, Prijepoljje, Sjenica, Novi Pazar
and Tutin)
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TABLE 9. SERBIAN CITIZENS MIGRATING TO / RETURNING FROM AUSTRIA IN 2011, PER MUNICIPALITY OF ORIGIN

Republic of

. 73,016 7,226 65,790 34,045 7,186,862 1.02% 0.47%
Serbia

Barajevo 205 22 183 129 27,110 0.76% 0.48%

Vracar 122 30 92 151 56,333 0.22% 0.27%

Zvezdara 278 46 232 315 151,808 0.18% 0.21%

Lazarevac 518 71 447 421 58,622 0.88% 0.72%

Novi Beograd 279 55 224 300 214,506 0.13% 0.14%

Palilula 260 37 223 313 173,521 0.15% 0.18%

Savskivenac 79 11 68 87 39,122 0.20% 0.22%

Stari grad 95 13 82 121 48,450 0.20% 0.25%

Cukarica 247 43 204 313 181,231 0.14% 0.17%
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SIS 860 130 730 363 79,940 1.08% 0.45%
Mitrovica

Stara Pazova 218 33 185 159 65,792 0.33% 0.24%
Sid 212 49 163 158 34,188 0.62% 0.46%
South and

East Serbia 42355  3.188 39167 13.969  1.563.916 2.71% 0.89%
region

Bor district 10,827 585 10,242 2,279 124,992  8.66% 1.82%
Bor 187 27 160 148 48,615 0.38% 0.30%
Kladovo 3,399 205 3194 647 20,635 16.47%  3.14%
Majdanpek 407 58 349 131 18,686 2.18% 0.70%
Negotin 6,834 295 6,539 1,353 37,056 18.44%  3.65%
?;?t:‘ige"o 22,459 1,586 20,873 6,339 183,625  1223%  3.45%
Veliko 3,123 142 2,981 682 17,610 17.73%  3.87%
Gradiste

Golubac 938 39 899 356 8,331 1.26%  4.27%
Zabari 2,489 247 2242 802 11,380 21.87%  7.05%
Zagubica 953 148 805 179 12,737 7.48% 1.41%
Kostolac 427 30 397 183 13,637 3.13% 1.34%
Kugevo 3,269 82 3187 507 15,516 21.07%  3.27%
Malo Crnice 3,879 226 3,653 872 11,458 33.85%  7.61%
I\PAT;:/‘?V&‘C na 3722 223 3499 1,440 31,259 11.91%  4.61%
Pozarevac 3,659 449 3210 1,318 61,697 5.93% 2.14%
s 1,849 191 1658 855 119,967  1.54%  0.71%
Boljevac 883 52 831 236 12,994 6.80% 1.82%
Zajegar 734 115 619 395 59,461 1.23% 0.66%
Knjazevac 60 10 50 82 31,491 0.19% 0.26%
Sokobanja 172 14 158 142 16,021 1.07% 0.89%
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Smederevo 2,352 223 2,129 1,362 108,209 2.17% 1.26%

Pcinja district 214 39 175 155 159,081 0.13% 0.10%

Bujanovac 14 0 14 22 18,067 0.08% 0.12%

Vranje 55 6 49 74 73,944 0.07% 0.10%

Presevo 3 2 1 4 3,080 0.10% 0.13%

Trgoviste 2 2 0 S 5,091 0.04% 0.10%

Blace 14 6 8 42 11,754 0.12% 0.36%

KurSumlija 1 1 10 55 19,213 0.06% 0.29%

Sumadiia
and West 17.106 1.794 15.312 8.746 2.031.697 0.84% 0.43%
Serbia region

Arilje 5 2 3 12 18,792 0.03% 0.06%

Kosjeri¢ 3 0 8 4 12,090 0.02% 0.03%

PozZega 19 5 14 14 29,638 0.06% 0.05%

Prijepolje 105 17 88 11 37,059 0.28% 0.03%
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Raca 295 20 275 235 11,503 2.56% 2.04%

Topola 106 7 99 91 22,329 0.47% 0.41%

Source: SORS, prRePARED BY ICMPD TEAM

TaBLE 10. PERSONAL REMITTANCES TOTAL INFLOWS TO THE EU-28 AND SERBIA

2013 2014 2015
Total Intra- Extra-  Total Intra- Extra- Total Intra-  Extra-

Eu Eu Eu Eu Eu Eu
EU 28 93773 55769 37994 96058 56721 39328 102644 59023 43617
Belgium 8452 8025 426 8663 8275 388 8 825 8 402 424
Bulgaria 1257 890 367 1265 890 375 1348 961 387
Czech 1890 1593 297 1983 1675 307 2429 2126 303
Republic
Denmark Cc Cc Cc Cc Cc Cc Cc C Cc

Germany 12295 6630 5664 12853 7070 5782 13 857 7379 6477

Estonia 428 317 111 410 318 92 402 316 87
Ireland C C C 546 277 267 542 276 264
Greece 607 216 391 553 220 334 386 186 201
Spain C C C C C C C C C
France 18384 8957 9427 18996 9025 9971 21054 9096 11957
Croatia 1637 843 794 1620 838 781 1895 998 897
Italy 7 021 1473 5548 7590 1570 6 020 8 580 1841 6739
Cyprus 210 108 101 200 104 96 226 121 106
Latvia 1207 768 440 1175 737 439 1220 713 508
Lithuania 1548 862 687 1589 722 867 1238 595 643
Lux- 1414 1317 97 1402 1305 98 1474 1377 98
embourg

Hungary 3465 3299 166 3553 3344 208 3982 3784 198
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404

1673

861

1433

650

26

308

1 586

1112

Personal transfers: Worker's remittances for Netherlands and

Portugal

144 nhttp://ec.europa.eu/eurostat/statistics-explained/index.php/Personal_remittances_statistics
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TABLE 11. PERSONAL REMITTANCES TOTAL OUTFLOWS FROM THE EU-28 AND SERBIA

Belgium 3378 2964 413 3397 2976 421 3419 3035 383

Bulgaria 122 76 46 127 80 48 136 81 55
Czech 1428 568 860 1146 471 675 1251 433 819
Republic

Denmark © © © © © @ © © ©

Germany 15017 11466 3551 16050 12340 3711 16652 12821 3831

Estonia 75 52 23 86 57 29 81 49 88

Ireland C C C 1479 1164 314 1409 1123 286

Greece 972 130 841 1077 128 949 877 189 688
Spain 6 359 C C 6 196 C C 6 544 C C

France 10109 3039 7071 10325 3093 7233 11 429 35635 7 893

Croatia 201 79 121 224 97 126 248 115 134
Italy 8754 2564 6 191 8377 2568 5 809 8518 2586 5932
Cyprus 542 219 323 611 314 297 604 285 319
Latvia 456 222 234 428 230 198 445 239 206
Lithuania 641 334 308 679 269 411 531 197 334
Lux- 9235 9213 21 9622 9601 21 10239 10219 20
embourg
Hungary 631 475 155 636 479 157 609 453 156
Malta C Cc C C C Cc C C C
Nletr:je- 7295 4738 2558 7485 4805 2 680 7 873 5096 2777
rlands

Austria 2932 2407 524 3324 2791 533 3505 2944 562

Poland 1174 105 1069 1640 121 1519 2307 141 2 166
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Portugal
Romania
Slovenia
Slovakia
Finland
Sweden

United
Kingdom

Iceeland
Norway

Switze-
rland

Monte-
negro

FYR of
Mace-
donia

Serbia

Turkey

Bosnia
and

Herce-
govina

¢ = confidential

. = not available

927

411

153

132

1223

7 925

(515

22 810

49

18

192

520

Source: EUROSTAT
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Personal transfers: Worker's remittances for Spain, Nether-
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TaBLE 12. AccreDITED REGIONAL DEVELOPMENT AGENCIES (RDA) IN SERBIA

Name

Regional Development Agency
Eastern Serbia - RARIS

Regional Agency for Socio-
Economic Development -

Banat

Center for Development of
Jablanica and P¢inja District

Regional Agency for Spatial
and Economic Development of
Raska and Moravica Districts

Regional Development

Agency- SOUTH

Regional Development Agency

Zlatibor

Regional Development Agency

Backa

Regional Development Agency

Srem

Sandzak Economic

Development Agency- SEDA

Regional Economic

Development Agency for
Sumadija and Pomoravlje

Regional Agency for

Development and European

Integration - Belgrade

Development Agency of
Podrinje, Podgorina and

Radevina

Regional Development Agency
Brani¢evo and Podunavlje

Regional Development Agency

PANONREG

Regional Development Agency
for Rasinski District- KruSevac

Source: DAS

City

ZajeCar

Zrenjanin

Leskovac

Kraljevo

Nis

UzZice

Novi Sad

Ruma

Novi Pazar

Kragujevac

Beograd

Loznica

Pozarevac

Subotica

KruSevac

office@raris.org

office@rcrbant.rs

info@centarzarazvoj.org

office@kv-rda.org

info@rra-jug.rs

office@rrazlatibor.rs

office@rda-backa.rs

info@rrasrem.rs

office@seda.org.rs

officekg@readsp.rs

office@rarei.rs

office@rrappr.rs

office@rra-bp.rs

office@panonreg.rs

office@arrro.rs

Director

Vladan Jeremic¢

Irena Zivkovié

Biljana Stankovi¢

Radojka Savi¢

Bojan Avramovic

Slavko Luki¢

Nemanja Starovic¢

Milan Miri¢

Samir Kacapor

Nenad Popové

Snezana Radinovi¢

Danijela Markovic¢

Nada Kokot

Branislav Malagurski

Vladan Nikoli¢,
acting director
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TABLE 13. LIST OF BUSINESS INCUBATORS ACTIVE IN SERBIA IN 2016

Belgrade
region

South
and East
Serbia
region

140 | LINK UP! Serbia | Feasibility study

Incubator Name

Design Incubator
“Nova Iskra”

ICT Hub

Business Technology
Incubator of Technical
Faculties Belgrade - BITF

Incubator for Youth
Entrepreneurship
Development “Gnezdo”

IN CENTAR — Center for
Inclusion, Innovation and
Integration

Business Incubator Novi
Sad

Business and Innovative
Centre

Business Incubator

Business Incubator Subotica

BIS

“Slovan progress” Agro-

business Incubator Selenca

Business Incubator BIZ

Business Incubator Center

Business Incubator Center

Bor

Business Incubator

ZIP Youth Centre - Business

Incubator

Business Incubator Centre

Yumco

Belgrade —
S.Venac

Belgrade -
Zvezdara

Belgrade - Palilula

Belgrade

Belgrade —
Stari Grad

Novi Sad

Backi Petrovac
Senta

Subotica

Bac¢

Zrenjanin

Prokuplje
Bor
Majdanpek

Pirot

Vranje

Year of
founding

2013

2008

2006

2013

n/a

2010

2009

2007

2006

2013

2006

2006

2006

2012

2012

2006

ICT and
creative
industry

ICT

ICT

service

social

ICT and
creative
industry

mixed
mixed
mixed

agricu-
lture

IT, services
and
agriculture

mixed

produ-
ction

mixed

mixed

mixed

Annexes

Total
areain
mz

710

494.63

2200

700

n/a

800

418.13

1350

1369

n/a

810

1300

398

912

420

2200
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Sumadija
and West
Serbia
region

Business Incubator

Business Innovation Centre

Scientific-technological Park

Cacdak

Business Incubator Centre

D.O.0O Sevojno

KruSevac

Kragujevac

Cacdak

UzZice

Source: MoE anp DAS, PrRePARED BY ICMPD TEAM

TaABLE 14. THE SERBIAN STATE INSTRUMENTS FOR FINANCIAL SUPPORT TO START UPS IN 2017

Providers

FDS (loan) and
MoE (grant)

DAS

NES

Budget in 2017

EUR 2.8 mill (loan)
EUR 1.2 mill. (grant)

Part of the EUR 1
million grant; the

rest for services

EUR 27 mill (part of)

Users

(1) Sole traders
(2) Companies
Some fields of

businesses excluded

Sole traders
/ Companies
(production or

services)

self-employment
(from ranks of

unemployed)

Source: MoE anp DAS, prerPARED BY ICMPD TEAM

2008 mixed 1631.7
2008 mixed 1130
2011 service 150
2008 ekl 1600
ction
Type and
maximum Conditions
amount
Loan 70%,
Interest rate
grant 30%
1.5-3%
Total up to
5 years’ term
(1) EUR

24,000 (2) EUR
48,000

Grant 30-50%,
up to EUR
8000 the rest

from own funds

Grant EUR
1,450 -1,775

including 1 year

grace period

to pass the
training,

business plan

Business
must be kept
12 months

operational

LINK UP! Serbia | Feasibility study |
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TABLE 15. THE SERBIAN STATE INSTRUMENTS OF SUPPORT TO SME ExpPaNsioN IN 2017

. . Type and
Providers Budget in 2017 Users maximum amount Purpose
Clusters, CSO, Training, events,
RDAs, Business analysis
’ Grant 50% from ’
Incubators, upgrade of
DAS EUR 645,000 STP, Chambers 4.000 to 24000 services,
EURO .
of Commerce, project PR and
research org. management
Capacity building
0 . Networking —
DAS and SMEs -in 50% grant: from clusters
RDA EUR 800,000 production EUR 2,500 to
network 16,000 per SME Supply chains
- Loan size up to For fixed and
FDS EUR 24 million All SMEs EUR 800,000 revolving assets
Loan size up to
FDS EUR 2.4 million All SMEs Liquidity
EUR 800,000
Loan size up to
FDS EUR1.6 million all SMEs Short term
EUR 800,000
FDS with the
Ministty of " £yyr 80,000 Tourism Loan Upgrading of
Telecommunication, tourist offer
Tourism and Trade
EUR 19.2
FDS - Loan 80%, Grants-
mill loan
with SME 20% De\./elopment
EUR 4.8 projects
MoE Up to EUR 400,000
mill grant
MoE with EUR 12.4
commercial banks mil loan e Loan 75%, Grants-  Purchase of
and leasing EUR 4.4 25%, own funds 5% €quipment
companies mill grant
bart of EUR Grants from EUR New
arto
NES SMEs 1,200 to 2,000 per  SPloyment
27 mill subsidies (for
employee companies)

Source: MoE anp DAS, pRerPARED BY ICMPD TEAM
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TABLE 16. THE SERBIAN STATE SUPPORT TO INNOVATION IN 2017

Providers

DAS

Innovation
Fund of
Serbia

MoESTD

MoESTD

Budget in 2017

EUR 240,000

EUR 2.4 million
EUR 4.0 million (IPA
funds)

EUR 80,000

EUR 750,000

Users

SMEs

SMEs (start up
or spinoff)
SMEs

Best technology

innovation
competition

(nationwide)

Innovation
organisations
and physical
persons-

innovators

Source: MoE anp DAS, prerPARED BY ICMPD TEAM

Type and maximum
amount

Grants

Mini Grants up to EUR
80,000, 85%
Matching grants up to
EUR 300,000

Project Expenses, Awards

Grants (50%) up to EUR
16,000 (legal entities)
and EUR 3,200 (physical

persons)

Annexes

Purpose

New products,
processes and
technologies,

purchase of IP

Early innovations

Technology

innovations

Competition

TaABLE 17. THE SERBIAN STATE INSTRUMENTS FOR NON-FINANCIAL SUPPORT TO START-UPS IN 2017

Providers

DAS/MoE
RDAs provide
services in the
field

DAS / RDAs
provide
services in the
field

Budget in 2017

EUR 160,000

Part of EUR 1

million

Users

Start ups

Type and
maximum
amount

In kind services:
Information,
training,
Consulting,

mentoring

Special target groups:

Female enterprise

Youth enterprise

Social enterprise

Training and

mentoring

Devastated areas

Source: MoE anp DAS, PRePARED BY ICMPD TEAM

Conditions

Everyone eligible

to apply but
means very

limited
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TaBLE 18. ComPARISON OF DIASPORA BONDS IN ISRAEL, INDIA AND ETHIOPIA

Israel

Annual issuance since 1951

Development-oriented

borrowing

Large though declining

patriotic discount

Fixed- and floating-

rate bonds and notes

Maturities from one to
20 years with bullet

epayment

Direct distribution
by the Development

Corporation for Israel (DCI)

Targeted toward but not

limited to diaspora

Registered with US Securi-
ties and Exchange

Commission

Non-negotiable

Source: TErazzas 2010

144

India

e  Opportunistic issuance
in 1991, 1998, and 2000

e Balance-of-payments

support

e  Small patriotic discount,
if any

e Fixed-rate bonds

e  Five year with bullet

maturity

e Distributed by the State
Bank of India (SBI)
in conjunction with

international banks

e Limited to members of
the diaspora (must be
identified as persons of

Indian origin)
e No SEC registration

e Non-negotiable

| LINK UP! Serbia | Feasibility study

Ethiopia
e  Single issue in 2008

e  State-owned

corporate financing

e Large patriotic

discount
. Fixed-rate bonds

° Five-, seven-, and

ten-year maturities

e Distribution through
the Commercial Bank

of Ethiopia

e Limited to members
of the Ethiopian
diaspora (Ethiopian
passport holders and
persons able to trace

origins to Ethiopia)
e No SEC registration
* Non-negotiable

e Min. $500 or equivalent
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TaBLE 19. OVERVIEW OF DISCUSSED MECHANISMS OF SUPPORT TO / CHANNELS OF INVESTMENT IN SERBIA - ESTIMATED LEVEL
OF RELEVANCE OF INSTRUMENTS PER TYPE OF BUSINESS ENDEAVOUR AND CARRIER

User / Type
of Diaspora
agent

Mechanism
(see below)

Project
grants for
investment /
equipment

Grants
(GosS for
investors’
incentives)

Small loans
for start up
(Fund for
development
or similar:
but not
micro-loans)

Guarantees

Equity-
mainstream

Business
Angels

VC funds

Crowd-

funding

Investment
Matching
Platforms

Entrepreneurs - New business

Nece-
ssity

HIGH

HIGH,

but

unlikely
to get

HIGH

HIGH

NIL

NIL

NIL

NIL

NIL

Opportu-
nity
general

MEDIUM

HIGH but
not crucial

HIGH

HIGH

HIGH

LOW

HIGH, but
not likely

NIL

MEDIUM

Start Up
-highly
innovative

HIGH

HIGH, but
unlikely to
get

LOW

HIGH

NIL,
perhaps
in a later
phase

HIGH, best
fit

HIGH,
best fit

HIGH,
best fit

HIGH

Social
business

HIGH

HIGH, but
unlikely to
get

HIGH, if
combined
with
guarantee
scheme

HIGH

NIL,
except
Impact
equity

NIL,
except
mentoring

NIL

Possible
(grant
kind)

Could be
useful- if
incl.SE

LINK UP! Serbia | Feasibility study |

Existing
Diaspora
business

could be
segme-
nted

NIL

HIGH if
expanding

LOW to
MEDIUM

HIGH, if
aware of
benefits

LOW to
MEDIUM

LOW to
HIGH

LOW /
MEDIUM

MEDIUM

Financial investors

small

NIL

Possible
co-funding
of invest-
ment

NIL

MEDIUM

HIGH,
this is the
model for
them

NIL

NIL

HIGH

MEDIUM

big

NIL

Possible
co-funding
of invest-
ment

NIL

LOW

HIGH

HIGH

MEDIUM
(possible
co-
investors)

NIL

HIGH
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Welcome
. MEDIUM MEDIUM
service (one  HIGH HIGH HIGH HIGH NIL (indirectly)  (indirectly)
stop shop)
UIAEL HIGH HIGH HIGH HIGH NIL n.a. n.a.
Incubation
Bricks and l(-'lrlch':no- MEDIUM-
mortar LOW LOW lo if include NIL NIL NIL
incubator 9y . SE
type inc.)
Mentoring na
andother i~ figH HIGH HIGH MEDIUM  na. except
knowledge :
inverse
transfer
PrEEEE n.a. n.a. n.a. n.a. n.a. HIGH HIGH
bonds
Leveraging
remittances HIGH NIL NIL HIGH n.a. NIL NIL
(Banks)
Brokers NIL HIGH HIGH MEDIUM HIGH MEDIUM MEDIUM

DesieNED BY ICMPD TEAM

TaBLE 20. THE ICMPD RESEARCH INTERVIEWEES — LSG REPRESENTATIVES

City/Municipality in

. Institution
Serbia Representative
LSG, Diaspora Office Predrag Savi¢, Head
Smederevo
Mirjana Kosti¢
Sremska Mitrovica LSG Vladimir Sanader, Mayor
LSG Tomislav Arnautovi¢, Member of City Parliament
LSG, LED Office Ljiljana Nikoli¢, Director
Loznica
Dragica Gavri¢, Director
LSG, Diaspora Office Dragoslav Nikoli¢, Director of the company

‘Royal Drina / Spa Hotel‘, Banja Koviljaca,
Diaspora Office Assistant
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Zoran Vasi¢, Local Economic Development
Office

LSG, LED Office Mirjana Teofilovi¢

Valjevo Nenad Brankovi¢

Ivana Markovi¢
CCIS Ljuba Petrovi¢, regional branch

Marjan Mijajlovic, Deputy Major (changed his
position after the interview)
Vladimirci LSG

Milan Pavlovi¢, Assistant Major (changed his
position after the interview)

Nemanja Paji¢, President of the City Assembly

Zoran Tosi¢, President of the City Economic
Council and Director of hotel Sloboda

Sabac LSG
Violeta Sestié, Head of City LED Office

Bojana Mladenovi¢, Head of City Department
for Social Affairs

Nada Kokot, Director RDA
Pozarevac RDA
Sasa Dedeic, Associate for SME support, RDA

Nenad Jovanovi¢, Deputy Mayor

Nikola MiloSevi¢, Assistant Mayor

D t LSG
espolovac Goran Milojkovi¢, Assistant Mayor

Jelena Raci¢, Head of Department for Economic
Development and Public Affairs

Jasmina Vidovi¢, Head of Department for
Paradin Economic Development and Communal
LSG Activities, also acting as the Office for Diaspora

Irena MiloSevi¢, Junior Associate in LED Office

Nenad Popovi¢, Director of RDA Kragujevac
RDA

Jasminka Lukovi¢-Jagli¢i¢, Advisor to the
Director

Kragujevac a6 Nikola Mileti¢, Representative of Unit for Projects

Marija Nikoli¢, Representative of Unit for Project

Vojislav Veljkovi¢, Assistant Director for Project
Business Incubator Management Business Innovation Centre
Kragujevac
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Kladovo/Negotin RDA

LSG

LSG, Diaspora Office

Kladovo
Business Incubator
LSG

Negotin
LSG, LED

TaBLE 21. THE ICMPD RESEARCH INTERLOCUTORS

Institution

Boban Kostandinovi¢
Milisav Ratopeki¢, Assistant Mayor

Slavica Popovi¢, Office for Diaspora - contact
point (within the Municipal Tourist Organisation,
TOOK)

Ljubomir GusSatovic, President (volunteer)
Predrag Petri¢, BIC Director
Snezana Jurisi¢, BIC Associate

Zvonko Misi¢, retired NES employee, currently
supporting SMEs as business plan advisor

Nadica Vasic¢, Assistant Major

Dragi$a Radulovi¢, member of Municipal
Council, responsible for diaspora

Sladana Stojanovi¢, Head of Unit for Economy
and Social Affairs

Aleksandra Mati¢

Marijana Dordevi¢

Representative

AOFI Dejan Paunovi¢

Austrian Chamber of Commerce in Belgrade Erika Teoman-Brenner

ADA, Socio-Economic Development of the
Danube Serbia Region (SEDDSR)

Austrian Embassy in Serbia

Business Innovation Center, the city of
Kragujevac

CCIS, Diaspora Centre

Klaus Kapper, ADA Attaché and SEDDSR Project
Manager

Sabine Kroissenbrunner, Belma Cokovié¢
Vojislav Veljkovic¢

Aleksandar Radovanovi¢

DAS Jovan Miljkovi¢, Milena Radovi¢

ERSTE Bank in Serbia

ERSTE Bank in Austria
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Marko Cubrié

Mirjana Saki¢



EU Delegation to Serbia

EU Integration Office

FDS

Fund for Financing Increased Employment

in the Economically Underdeveloped and
Distinctly Migrant Regions

ICT Hub
Innovation Fund of Serbia
Intranea Solutions

Ministry of Economy, Department for
Development of SMEE

MFA, Directorate for Cooperation with
Diaspora and Serbs in the Region

Ministry of Trade, Tourism and
Telecommunications

Ministry of Public Administration and Local
Self-Governance

Mixer House
Municipality of Kragujevac

NALED

NBS

RADEI

RARIS

RDA Branic¢evo and Podunavlje
REDASP

SASA

Science Technology Park Belgrade
SCTM

Swiss Cooperation Office Serbia

UNDP

Annexes

Brigitte Kuchar, Dejan Suvakov
Branko Budimir

Sladana Backovi¢, Dzevida Ninkov
Miroljub PokuSevski, Ljiljana Uremovi¢, Selma Jovanovi¢

Sandra NesSi¢
Ivan Rakonjac, Vladimir Vojvodi¢
Dubravka Matori¢, Jovana Pajovic¢

Katrina Obradovi¢ Jovanovi¢, Branislav Pejac,
Milica Zatezalo, Predrag Damjanov

Vukman Krivokué¢a, Nikolina Popovi¢
Jovana Jokovi¢, Jasna Reb

Ivana Cirkovié

Ivan and Maja Lali¢

Nikola Mileti¢, Marija Nikoli¢,

Tatjana Volarev, Boban Krstovi¢

Porde Rasevi¢, Jasna Rankovi¢, Sonja Nikoli¢, Ljiljana
Mitrovi¢, Nenad Petrovi¢, Branko Hini¢, Aleksandar
Pinkulj, Mirjana Milojevi¢

Snezana Radinovi¢, Ljilljana Markovi¢

Boban Konstandinovi¢

Nada Kokot

Nenad Popovi¢, Jasminka Lukovi¢

Caslav Oci¢

Natasa Cirovi¢

Sladana Gruiji¢, Porde Stanici¢, lvan Bozovi¢, Zorica
Vukeli¢, Aleksandra Vukmirovi¢

Priska Depnering, Jovana Mihajlovi¢

Steliana Nedera, Zarko Petrovié
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TasLE 22. ICMPD WoRksHOPS’ PARTICIPATING ORGANIZATIONS
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