
















































































Source: http://data.worldbank.org.

The Competition Protection Law implementation and the moni-
toring is conducted by the Commission for Protection of Com-
petition and State Aid Law implementation and the control of
state-aid in Serbia is conducted by the Commission for State
Aid control within the Ministry of Finance of R. Serbia comprised
of representatives of the Ministries of finance, economy, infra-
structure, environmental protection and Commission for Pro-
tection of the Competition.

Specific investment support measures in Serbia are:

- State Grants for Greenfield and Brownfield investments -
(valid for all sectors except primary agriculture, the hospitality
industry, retail, and the production of synthetic fibers and coal
in the form of non-refundable state funds between 4 and 10
thousand EUR per new job created within three years of the day
of signing the contract on awarding funds.

- State Grants for large investors

e investments over €200 million, and 1.000 new jobs within
10 years, up to 17% of the investment’s total value;

e investments over €100 million and minimum of 300 new
jobs within a time period less than 10 years, up to 17% of the



investment value

e investments of between €50 and €100 million a minimum
of 300 new jobs within a time period less than 10 years up to
20% of the investment

- Medium-sized investments of over €30 million and at least
150 new jobs within 10 years up to 17% of the total investment.

- Financial investments depending on the sector, territorial de-
velopment level, investment size and minimum full time jobs
created ranging from 4 to 20 thousand EUR per new job cre-
ated.

- The National Employment Service Grants - for employment,
apprentice and re-training, funds available per employee/ap-
prentice.

- Corporate Profit Tax Holiday —an exemption for a period of
10 years for large companies, if investments in fixed assets
are over €9 million and employ at least 100 additional employ-
ees throughout the investment period and for investments in
underdeveloped regions exempt from corporate profit tax for 5
years under certain conditions.

- Corporate Profit Tax Credits - tax payable reduced by 20% (or
40% for small enterprises) of the amount invested in fixed as-
sets for the tax period however not exceeding 33% (or 70% for
small enterprises] of the total tax liability for a single year. If
not used up it can be carried forward for up to 10 years.

- Carrying Forward of Losses - up to five years.

- Salary Tax and Social Insurance Charges Exemptions - for 3
or 2 years depending on certain categories of workers.

- Annual Income Tax Deductions for non-Serbian citizens,
where rate depends on the income compared to the average
salary in Serbia, a taxation starts if it is three times the aver-
age Serbia salary by 10% and the percentage increase as the
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amount increases
- Free economic zone benefits:

e Value Added Tax Exemptions for income generated through
commercial activities within the current six Free Zones: Sub-
otica, Novi Sad, Zrenjanin, Sabac, Kragujevac, and Pirot.

e Customs-Free Imports of: raw material and semi-finished
goods for export production in the free economic zones or
authorized by the customs for outward processing production
and of imported equipment and machinery which is part of the
foreign investor’s capital of a company in Serbia.

¢ Additional Local Incentives size depending on the location:
construction land lease fee exemptions or deductions, pay-
ments in installments, with the prior consent of the Serbian
Government; construction land development fee relief; etc.

ommission for Protection of Competition is an independent

state organization which is responsible in front of the Parlia-
ment, and is obliged to prepare and submit an annual report cov-
ering detailed information on the activities under Law for Com-
petition protection to the Parliament. The incentivizing Laws are
voted on by the Parliament while the exact amounts of support
are brought through the adopting various rulebooks and other
regulations.



Practicalguidelinesforimprovingparliamentary
oversight

A. Competition policy and state aid in the countries of Western

Balkans

In line with the conducted assessment on the current state-of-
play on the level of legislative alignment and the institutional set
up major challenges remain for the parliamentary oversight over
the competition policy and state aid in the countries of Western
Balkans.

e One of the major challenges for achieving alignment for
the competition policy chapter is the necessity to develop and
strengthen the enforcement capacity of the competent bodies
for protection of competition and for monitoring and control
of state aid;

e The full alignment in this chapter requires a fundamental
change in business culture;

e Concerning state aid policy it is important to realise that
state aid does not come for free. Nor it is a solution that can
instantly solve problems. The tax payers in the end have to
finance state aid and there are opportunity costs to it. Giving
aid to undertakings means taking funding away from other
policy areas. State resources are limited and they are needed
for many essential purposes, such as the educational system,
the health system, national security, social protection and
others. It is therefore necessary for the countries to make
their choices transparently and to prioritise action;

e There is a need to strengthen the instruments for parlia-
mentary oversight over competition policy and state aid.




Suggested improvements:

B.

e The obligation for submission of an annual report by the
competent authority to the Assembly represents a useful tool
for parliamentary oversight over the competition policy and
the state aid policy. Therefore in the countries where there is
no such instrument established it would be useful to establish
it.

e The role of the Parliament in state aid control should be
strengthened by capacity building activities for the MP’s as
well as for the parliamentary staff and

e One of the instruments for parliamentary oversight of the
state aid policy is the discussions and monitoring through
the Parliamentary committees on budget and finance.
Therefore the awareness should be raised among MP’s and
parliamentary staff on the elements of state aid and state aid
rules.

FDI and state aid in the countries of Western Balkans

Given the information in this toolkit and the conducted assess-
ment we can propose the following practical guidelines to im-
prove parliamentary scrutiny over policies of state aid, com-
petitiveness and attracting foreign direct investments in the
countries of Western Balkans:

e The discussion on FDI and national competition in the global
world is still considered a topic that should be addressed by
the executive power only.

e Parliaments of Western Balkan are focusing more on an-
nual reports from institutions in an ex-post fashion and are
limited in monitoring the process of state aid and attracting



FDI.

e The reports are focusing more on input and output mea-
sures without looking for information from the executive pow-
er related to outcome and performance of the state aid and
policies to attract FDI.

e There is de-facto no proper cost-benefit analyses so that
one can understand better why each policies and measures
for state aid and attracting FDI are proposed by the executive
power.

e There is neither debate nor proper “next generation” poli-
cies proposed by the executive power on how to integrate the
FDI with national economies and how to include domestic
companies in the supply chain.

Suggested improvements:

e Parliaments should be involved early in the process of de-
signing the state aid and attracting FDI by the executive pow-
er. Parliament is the right place to discuss all the aspects of
state aid and attracting FDI before actually conducted by the
executive power.

e Within the annual reports of the proper institutions related
to state aid and attracting FDI there should be reported also
analyses of efficiency and effectiveness of FDI

e Parliaments should ask executive power to prepare proper
ex-ante cost-benefit analysis of each state aid and FDI poli-
cies proposed.

Attracting FDI and state aid policies is very specific part of the
public finances that deserves efficient and effective control by
the parliaments otherwise it will end up in ministries giving dis-
cretionary concessions to FDI the way they seem appropriate




instead of conducting socio-economic policy for better perfor-
mance of the national economy.

NOTES










