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GOVERNMENT’S ECONOMIC MEASURES 
DURING THE STATE OF EMERGENCY

Introductory Considerations and Preliminary  
Assessments
The Republic of Serbia (and the rest of the world) was hit in the first quarter of 2020 by the COVID-19 pandemic, 
a disease caused by a coronavirus which imposes a threat to human health and potentially to human life. This 
is why the Government of Serbia declared a state of emergency on March 15. The Government introduced a 
series of measures in public health (with negative repercussions on the economy and employment) and soon in-
troduced economic measures of financial support to the faltering economy and citizens in isolation. This report 
deals with the most critical measures.

Estimates of the International Monetary Fund (from now on IMF) from April 20201 show that, if the pandemic is 
curbed in the second half of 2020, the global economy will suffer a sharp decline of 3%. Such estimates indicate 
that the recession will be more severe than during the international financial crisis in 2009. For the countries of 
the Eurozone, to which we aspire politically, a forecasted recession is -7.5%, with the worst affected countries 
being Italy (-9.1%), Spain (-8%), France (-7.2%), and Germany (-7%). World Bank’s report from April 20202 esti-
mates that the recession in the six economies of the Western Balkans was about 3% per year but with significant 
differences among individual countries. Montenegro (-5.6%), Albania (-5%), and Kosovo (-4%) would be most 
affected due to heavy reliance on tourism (estimates are that the direct and indirect effects of tourism on GDP in 
these economies are between 15% and 25%). In comparison, the recession would be milder in Bosnia and Her-
zegovina (-3.2%), Serbia (-2.5%), and Northern Macedonia (-1.4%). Moreover, the IMF predicts that Serbia will 
have a somewhat more profound decline in economic activity. Of course, these estimates contradict our state 
officials who propose Serbia’s resilience to the ever-growing financial crisis. In times of global crises, variations 
of GDP do not depend on the economy’s strength but, above all, on the structure and degree of involvement 
in the international labor division. Therefore, it is understandable that the most significant drop in GDP level 
will happen to those countries that otherwise have high inflows coming from tourism or which are traditionally 
large exporters (either of raw materials or final products). Thus, the decline in Italy and Spain’s GDP will be due 
to reduced revenues from tourism and the paralysis of textile and related industries. The recession in Germany 
is a consequence of the high share of industrial products exports. The critical place belongs auto industry that 
suffered a severe fall in demand from abroad. In that sense, Serbia will be somewhat better off in the first wave 
of recession. When the global economy is blocked, a lower rate of decline in a country’s economic activity (rela-
tive to the world average) is only a measure of the degree of its economic isolation. Nevertheless, this year, we 
expect a significant decline in all domestic industries’ economic indicators, except for agriculture and construc-
tion. The fall in the industrial activity will be slightly less than the developed world because almost 20% of this 
sector in Serbia belongs to the food industry. In a state of emergency, demand for food increases, which leaves 
the industry in a relatively good condition. However, there are no reasons for euphoria. After all, the economic 

1 IMF (2020), https://www.MMF.org/en/Publications/WEO/Issues/2020/04/14/World-Economic-Outlook-April-2020-The-GreatLock- 
   down-49306
2 World Bank (2020), http://pubdocs.worldbank.org/en/486361588146392647/WB-RER17-The-Economic-and-Social-Impact-ofCOVID-
   19-Outlook-Hard-Times-Require-Good-Economics-Bosnian.pdf
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and financial crises of this scope and intensity usually hit with a time lag. The crisis will be the strongest when 
the damage is assessed globally when illiquidity and possible bankruptcies produce sudden stops in cross-bor-
der capital inflow. Then follows an avalanche of outflows of foreign capital and capital in general. This can also 
happen to the countries that were not severely hit by the crisis. It wouldn’t be the first time that the local au-
thorities brag, saying that the crisis had passed by barely touching us comparing to others and that the crisis is 
an excellent chance for the fastest possible growth. However, once financial markets begin to settle down, we 
have to face the bitter truth. Just like after a big earthquake, when subsequent earthquakes do far more dam-
age, although they have shallower epicenter from the initial one3.

In all countries in the region, the recession will be driven by the fall in domestic and foreign demand and the fall 
in national aggregate supply. The negative effect will be more substantial and prolonged in the services sector, 
which otherwise have a significant and growing share in the region’s production (in Montenegro, for example, 
services have a share of 75%). Consumption will still be negatively affected by the decline in remittance inflows, 
and production will be negatively affected by the decrease in investments. This will be unfavorable for Albania, 
Montenegro, and Serbia, where foreign direct investment (from now on FDU) otherwise participate in total GDP 
with over 7% share. Adverse developments in the real sector will worsen the existing fiscal and trade balance, 
especially in countries with limited fiscal maneuver room. The crisis will hit sectors integrated into global value 
chains and dependent on EU markets (e.g., export-oriented processing industries). In contrast, those sectors ori-
ented to domestic markets will be more resilient such as agriculture, information, communication technology, 
and healthcare.

Thus, the manufacturing industry, tourism, and real estate in Serbia could decline up to 10%. The results of 
a survey4 conducted in Serbia at the end of March say the same. The research was done on a sample of 806 
companies which employ 45.000 people and generate business revenue of about 650 billion RSD. The survey 
shows that the most endangered activities are tourism and hospitality, where sales fell by 57%, and profitability 
by 63%. While assessing the intensity of the adverse effects, business people pointed out that the most robust 
hit to business was caused by delays or cancellations of orders, the inability to cover necessary operating costs, 
working time restrictions, and the failure to collect receivables. In addition to covering expenses, companies’ 
most significant challenge is maintaining liquidity (every second company from the survey considers that its in-
come halved, and every third that it cannot adapt to online business). Every other company, on average, believes 
that business income is at least halved compared to the same month last year. In contrast, almost a third of re-
spondents, mostly in the micro sector companies and entrepreneurs, expects a loss of more than 80% compared 
to March 2019. NALED’s survey5 results during March this year show that as many as 63% of companies expect 
their revenues to decrease significantly, even by more than 50%. These are primarily companies in the sector of 
tourism, hospitality and transport. The rest of the private sector expects moderate revenue reductions of up to 
20% of the current ones, primarily the health and pharmaceutical industries, the IT sector, banks, and law firms. 
Such results need to be further examined and kept in mind when defining incentives for the economy, bearing 
in mind that the crisis’s effects are different depending on the activity.

In the dramatic and uncertain circumstances, the question arises about the optimal public policy in a small 
open economy. As well as which macroeconomic implications arise from the public policy chosen by the Re-
public of Serbia. Simultaneously, stricter and longer quarantine-restrictive measures in public health would 
probably result in less infected individuals. They would save more lives and raise the chances of the final erad-
ication of the infection. Unfortunately, such measures would further deepen the recession and imply almost 
severe financial and economic consequences for most individuals and the economy. Through emphasizing 
this kind of health-economy trade-off, where it is impossible to flatten out the pandemic and recessionary 
curve, we do not advocate for bio economic Darwinism. On the contrary, we support a gradual and thoughtful 
return to life and economic activities after the pandemic. However, two observations need to be made about 
the strategy the Government brought to fight against COVID-19. Firstly, having in mind that the vaccine is 
not yet completed, it is optimal to provide adequate supplies of epidemiological masks, 70% concentration 
of ethanol, and enough PCR and serological tests for more or less controlled return of citizens to economic 
activity and suppression of subsequent transmission. Instead, Serbia’s strategy is focused on respirators, and 
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shortage of handy medical devices. Most of the funds spent on the import of medical devices, about 370 mil-
lion euros (according to state official’s statements), belonged to only 1000 respirators6. So far, we do not even 
know if they arrived in Serbia, and we suspect that they remained unpacked. Simultaneously, according to 
the Minister of Health’s statement, Mr. Lončar, given amid the epidemic, our health system did not use even 
half of the 400 mechanical ventilation machines that were available to Serbia before the state of emergency 
even began. We would have national funds and avoid having quarantine for such a long time had we acquired 
more protective equipment and tests instead of respirators. It would be more beneficial if the rigorous and 
shorter quarantine been used to inform the nation of the new rules of behavior of institutions, the health 
care system, and individuals following the new norm. This is especially important after the state of emer-
gency is lifted when business and social contacts’ length and frequency increases. It was also necessary to 
proclaim obligatory wear (epidemiological) masks indoors, especially if more mass socio-political gatherings 
are planned shortly.

The initial package of measures (more expansive fiscal and slightly expansive monetary) is generally accept-
able. It was brought amidst the fighting the epidemic when controlling tense market expectations is more 
critical. However, the measures were supposed to be modified in line with individual sectors, as not all sec-
tors were equally affected. Some measures were not even supposed to be adopted. Simultaneously, some 
other support measures will be more or less unenforceable or even somewhat avoided in practice8. CEVES9 
continuously assessed the measures adopted by the Government to combat negative consequences on the 
national economy. Since the beginning, CEVES believed that the measures were a bit late, they did not target 
the parts of the economy that need help the most, and above all, the measures will not be enough. Measures 
would have to provide more support to the economy, especially the SMEs’ sector, without imposing more 
unnecessary administrative obstacles.

The structure of the adopted fiscal measures indicates that the anti-crisis state interventions went into 
three directions: 1) tax policy measures calculated to prolong the obligation to pay certain taxes and 
contributions; 2) providing direct incentives to the private sector, which consists of providing compensa-
tion for employees’ salaries, direct assistance for self-employment and assistance to the SME sector; 3) 
measures to preserve liquidity, which include loans and credit guarantees10.

Within the measures of tax policy, the Republic of Serbia enabled postponed payment of sales tax and con-
tributions for the private sector during the state of emergency - until January 2021, when taxes and contribu-
tions will have to be paid, but if necessary, over two years in installments. The measure applies to economic 
entities, including branches and representative offices of foreign legal entities. The estimated effect of this 
measure 140 billion RSD (2.5% of Serbia’s GDP in 2019) that private sector will be able to save. Furthermore, 
the deferral of the advanced payment of corporate income tax for March, April and May, based on the results 
from the now incomparable 2019, will have an (estimated) effect of an additional 21 billion RSD (or 0.4% of 
last year’s GDP). Advanced payment of the income tax has been postponed until the submission of the final 
income tax return in 2020. Here, however, it should be said that for small and micro enterprises, especially 
from the sectors most affected by the crisis, delaying the payment of tax duties will simply not be enough, 
because they will not be able to make up for lost profits with more intensive activity to recover endangered 
liquidity. It is needed to write off certain tax liabilities for such subjects. Finally, to release donors from the 
obligation to pay VAT is another logical and justified move from this group of measures.

Analysis of economic measures7

6 Obviously, we did not and would not need so many respirators, except in the unrealistic case of a complete debacle of domestic 
   anti-epidemic measures.
7 This segment of the report was written, among others, thanks to the contributions from the sessions of the NCEU Working groups for 
   Negotiating Chapters 4 (CEP), 8 (NALED), 9 (CEP), 16 (NALED), 17, 20 and 32 (CEVES), and cross-sectoral ERP Working Group
8 Malović (2020), “Macroeconomic implications of public policies in a pandemic-induced crisis”, under review, mimeo.
9 Center for Advanced Economic Studies www.ceves.org.rs
10 https://privreda.gov.rs/program-ekonomskih-mera-za-smanjivanje-negativnih-efekata-prouzrokovanih-pandemijom-virusa-kov-
      id-19-i-podrsku-privredi-srbije/ 

www.ceves.org.rs
https://privreda.gov.rs/program-ekonomskih-mera-za-smanjivanje-negativnih-efekata-prouzrokovanih-pandemijom-virusa-kovid-19-i-podrsku-privredi-srbije/
https://privreda.gov.rs/program-ekonomskih-mera-za-smanjivanje-negativnih-efekata-prouzrokovanih-pandemijom-virusa-kovid-19-i-podrsku-privredi-srbije/
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In an international comparison, virtually all countries have introduced deferrals on paying income tax and cor-
porate tax, while 18 countries have introduced tax deferral deadlines. As many as 14 countries have decided to 
postpone the deadline for registration and payment of VAT for a period of two to six months. Ten countries have 
introduced the possibility to reduce advance payment of income tax and contributions11. Hungary abolished so-
cial security contributions at the expense of employers (maximum 19% of gross earnings) for those sectors most 
affected by the crisis (except for the contribution for health insurance, which amounts to 4% of gross salary, and 
a maximum of 22 euros). Bosnia and Herzegovina will pay from the budget for contributions to the minimum 
wage in the private sector for all workers. Finland has opted for a large reduction in pension insurance contribu-
tions (from 24.4% to 2.6% of gross earnings), while Italy exempts the most severely affected sectors from paying 
taxes and contributions12.

The first reactions of Serbian businessmen prove that special attention and measures should be focused a) to 
help entrepreneurs and the MME sector, especially in devastated areas, sensitive to market turbulences, but 
also b) the need to include representatives of business associations and civil society in decision-making process-
es concerning measures for the economy. Additionally, several “auxiliary” measures were proposed such as:

In the block of direct incentives to the economy, entrepreneurs, micro, small and medium enterprises received 
assistance in the form of payments of the minimum wage during the state of emergency (3 months) with an 
estimated effect of about 93 billion RSD (1.7% of GDP in 2019)13. This is a good measure, but it is the payment of 
these funds to employers whose activities are not among the most severely and directly affected by the crisis, 
should be conditioned by non-reduction of salaries to the amount greater than the subsidized state minimum. 
In case of violations Government should suspend any type of relief and assistance to such employers while pay-
ing the minimum wage to workers directly. It was announced that the program of help for freelance artists will 
be adopted. Artists will receive three minimum salaries; 200 million dinars will be provided for this. The second 
measure, on the other hand, concerns large companies in the private sector. Those companies will get 50% of 
the net minimum wages during the state of emergency for all employees for whom temporary termination of 
work was announced (Articles 116 and 117 of the Labor Law), with an estimated effect of 4.5 billion. RSD (0.1% 
of GDP)14.

• enabling VAT to be paid upon invoice collection, not on the date of invoicing due to inability of 
many companies to collect their receivables.

• extension of deadlines for property tax return and submission of financial statements.
• enabling minimum “self-sufficiency” of domestic production in key activities, that is, reducing 

dependence on imports while emphasizing the importance of promoting domestic products 
in this and the period after the crisis in vulnerable sectors cover costs as a percentage of gross 
earnings in order to recover the domestic economy.

• abolition of certain parafiscal charges which in this situation significantly burden some sec-
tors, etc.

11 Companies in Croatia, whose revenues do not exceed one million euros per year and can prove a decrease in revenues based on 
      uncollected invoices, can postpone the deadline for calculation and payment of VAT for three months. Similar conditions are offered 
      to companies by Austria, the Czech Republic, Denmark, Greece, Cyprus, Latvia, Malta, Germany, Norway, Poland, Sweden, Turkey, 
      and the United Kingdom.
12 NALED (2020a), COVID-19: Europe’s response - Comparative analysis of measures to support the economy and preserve jobs
13 When it comes to the payment of non-refundable funds from the budget, in the amount of about 30,000 RSD, they belong to: 
      entrepreneur, flat rate entrepreneur, legal entities classified as micro, small and medium. Payments started in May and will be real-
      ized in three installments - May, June and July.
14 NALED (2020b), COVID-19 Impact on the Economy and Local Communities: Perceptions of Private, Public and Civil Sector Represen-
      tatives
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Direct incentives to the economy in other European countries

Germany
Austria

Proportional allowance for part-time for maximum 90% of working days; 
the remaining 10% is covered by the employer

Bulgaria
France Covered the costs to the vulnerable sectors as a percentage of gross earnings

Netherlands The amount of compensation is proportional to the amount of loss of enter-
prise income and can amount to up to 90% of salary costs

Germany 
Great Britain Direct assistance of 9000-15000euros to small enterprises up to 10 employees

Czech Republic
Greece
Hungary 

Possibility to get a tax exemption for an SME

Finland
Ireland
Sweden 

Providing benefits for unemployment and sick leave for self-employed and 
freelancers

Greece 
Italy
Switzerland 

One-time compensation

A comparative analysis showed that Germany and Austria introduced proportional compensation for part-time 
work, which means that it is possible to receive compensation for a maximum of 90% of working days while the 
employer covers the remaining 10% of earnings. In addition to compensation for part-time work within which 
employees are required to pay a certain part of the salary, ten countries have introduced a general compensa-
tion for salary costs, which is equal to the minimum wage in several states. Bulgaria and France have decided 
to cover the affected sectors’ costs as a percentage of gross earnings. In the Netherlands, the amount of com-
pensation is proportional to the amount of lost income of the company and can amount to 90% of the cost of 
wages. In addition, 15 countries expanded the measures of social insurance, which includes the payment of 
benefits to citizens who have lost their jobs, are in self-isolation, or take care of children due to schools’ closure. 
A total of 17 countries have introduced the measures of direct assistance to SMEs and entrepreneurs. Germany 
and the United Kingdom introduced direct assistance in the amounts between 9,000 and 15,000 EUR for small 
businesses with up to 10 employees. The Czech Republic, Greece, and Hungary provided tax and contribution 
exemptions for SMEs and self-employment. Additional assistance is provided by temporary giving unemploy-
ment and sickness benefits to the workers in self-employed and freelancers (Finland, Ireland, and Sweden) or 
through a one-time compensation (Greece, Italy, and Switzerland).

When it comes to preserving liquidity, the dominant measure is the guarantee scheme to support the economy 
during the COVID-19 pandemic. The scheme will have an estimated effect of 240 billion RSD (or 4.4% of GDP in 
2019)15. This is reinforced with a more modest financial support program to the economy through the Develop-
ment Fund of the Republic of Serbia, with an estimated effect of 24 billion RSD (or 0.4% of GDP). Loans for main-
taining current liquidity and purchasing working capital will be approved in dinars, and for a repayment period 
of up to 36 months, with a grace period of up to 12 months. The minimum loan amount for companies is one 
million RSD, while for entrepreneurs and cooperatives, the minimum amount is 200.000 RSD. The primary goal 
is to provide support to companies for the procurement of working capital and support for maintaining current 

15 The Development Fund approves loans at an interest rate of about 1%, so the difference to the interest rate at which the state bor
     rows is additional net fiscal expenditure (loss). Moreover, the full net effect of this channel can be expected when the majority of the 
     Fund’s loans development is due, given the number of cases from the Fund that have been dealing with executors for a long time 
     and the fact that institution turned into a victim of state-political protection.
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liquidity to meet the obligations towards business partners, employees, and the state. Entrepreneurs, cooper-
atives, micro, small and medium enterprises that are in the majority private or cooperative will have the right 
to use the funds. The condition will be that they do production, service, trade, and agricultural activities. The 
maximum loan amount can be up to 10 million RSD for entrepreneurs and micro-entities, up to 40 million RSD 
for small legal entities, and medium-sized legal entities up to 120 million RSD. According to the Development 
Fund16, as of May 11, 176, companies received loans at an interest rate of 1% with a deferred repayment period 
of one year, while about 3,000 applications are under consideration. IT sector, construction, and trade are some 
of the sectors, especially interested in investments and liquidity loans.

Regarding other measures, if we exclude one-time assistance to pensioners in April in the amount of RSD 4.000, 
we need to mention net fiscal stimulus (to stimulate aggregate demand) to the amount of 70 billion RSD (1.3% 
GDP), a moratorium on dividend payments and loss of related tax liabilities, with an estimated effect of 16 billion 
RSD (0.3% of GDP)17. A pure fiscal stimulus would make more sense a) if it does not require external borrowing 
at interest and b) it would produce better effects if it was distributed faster and more selectively, perhaps in the 
form of vouchers for domestic goods and services, the value of which depreciates if not used during the second 
quarter, for example. Analyzing this measure from several aspects, the Fiscal Council18 assessed that it is:

• Economically inefficient because it cannot affect the significant and sustainable acceleration of the 
domestic economy.

• Socially unfocused because it is not intended for the most vulnerable citizens.

• Fiscally irresponsible because it imposes additional debt for the country in the situation when the 
fiscal deficit and the public debt have strong growth.

Within the NCEU, some of the representatives of the civil sector thought that this measure would have positive 
results effects in starting the economic cycle after the end of the health crisis and normalization of economic 
activities, that part of the funds spent will be returned to the budget very quickly through consumption taxes, 
primarily through value-added tax (VAT). In other words, according to them, this measure is not an instrument 
of social or pre-election, but of economic policy.

Overall, the listed fiscal aspects of the measures will amount to between 5.1 and 6.8% of GDP, which is not a little 
incentive, so it is worth striving for maximum effects, bearing in mind that the question of the source and price 
of financing all these measures is already open.

Regarding the initial monetary-financial reaction to the COVID19 crisis19, obvious were the reduction of the ref-
erence interest rate to 1.5%, the introduction of a moratorium on repayment of bank loans, and the injection 
of liquidity to commercial banks through auctions of foreign exchange swap arrangements. Namely, the right to 
a three-month moratorium on repayment of the installment is approved for all loans, even if the debtors have 
multiple loans. In terms of interest rates, the National Bank of Serbia reduced the reference interest rate. It nar-
rowed the corridor of interest rates, from ± 1.25 percentage points to ± 1 percentage point about the reference 
interest rate. In this way, interest rates on deposit facilities were reduced by 25 basis points, i.e., to 0.75%, and 
the credit facility rate by 75 basis points to 2.75%. To continuously support the financial liquidity system, regular 
foreign exchange swap auctions (maturities of three months and two weeks) were introduced for fixed swap 
points instead of variable multiple swap points. Dinar repo purchases have been introduced for government 
securities, with maturities of transactions of seven days and three months, at a favorable price interest rates for 
both maturities.

However, after stopping further spread of COVID19, the precautionary and anti-crisis financial policy should 
intensify the instruments of a) bank control and parallel adjustment of the placements of the Deposit Insurance 

16 https://fondzarazvoj.gov.rs/cir/spisak-odobrenih-odbijenih-zahteva 
17 NALED (2020a), COVID-19: Europe’s response - Comparative analysis of measures to support the economy and preserve jobs
18 Fiscal Council (2020a), Evaluation of the anti-crisis program of economic measures, Fiscal Council, April 8, 2020
19 The editor of this challenging  report, would like to take this opportunity to thank in particular all the members of the Working 
Group for the negotiating chapter 17 of the National Convention, on intensive professional  discussions, targeted written contributions 
and academic exchange of opinions at meetings and beyond, and especially to Prof. dr Sanja Filipović, dr Goran Nikolić, Prof. Dr. Miloš 
Božović, Prof. dr Svetlana Popović, Doc. Dr. Dusko Bodroza and Mr. Srdjan Nikolic.

https://fondzarazvoj.gov.rs/cir/spisak-odobrenih-odbijenih-zahteva
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Agency, it should consider limited b) additional monetary expansion if and when production can start increasing 
capacity, as well as c) the exchange rate (in terms of allowing the depreciation of the national currency) and 
foreign exchange reserves, so that the jump in external borrowing would not occur too quickly and recklessly. 
Also, there was no selective approach to supporting unequally affected sectors of the economy20. Such a system 
would create “defense embankments” from a possible second wave of illiquidity, capital flight, and chain bank-
ruptcies in the Serbian economy. Finally, we can also conclude that fiscal policy measures are almost exclusively 
based on increased government spending. Measures will be financed by public debt (we will refer to the specific 
effects on Serbian debt’s sustainability a bit later), not relying more on a more flexible deferral of tax liabilities21. 
This is why the measures are non-selective - instead of targeting the parts of the economy and population that 
crisis will affect, they are trying to include all businesses and sectors (“minimum-wage workers”), as well as all 
adult citizens (100 EUR), regardless of which industry they are in, whether they are budget users, how they meet 
their obligations to creditors and the state, etc. There is no clear indication that these measures will prevent the 
closure of certain firms or jobs. Furthermore, the moratorium on loan repayment may lead to banks increasing 
interest rates, and fees would preserve profitability. This cannot have a positive impact on GDP growth. There 
is a fear that the losers of the crisis will be small and medium enterprises, especially those in service activities. 
Partly due to more expensive financing through the banking channel, partly due to the decline in liquidity of oth-
er companies in the credit chain, and partly due to state-owned companies and lower authorities, which don’t 
always meet their obligations timely, not even in the ordinary circumstances.

Recent projections of the Bretton Woods twins deal primarily with benevolent scenarios of shortened (less than 
a quarter) and one-time quarantine (without a second wave). They consider that the Republic of Serbia does 
not depend so much on broken global production and supply chains, and that relies too much on tourism and 
even transport in the structure of GDP. Only in these “ideal” circumstances can we expect an annual GDP growth 
rate of around -2.7% or even slightly better, public debt at 63-64% of GDP, the budget deficit of about 6-8%, and 
the balance of payments deficit at the level of last year. Of course, a lot depends on how the EU will do their 
“homework” and their import demand for our goods in the third quarter (if everything calms down by June and 
the lull lasts over the summer)22. Hence, the European Commission and Vienna Institute for International Eco-
nomic Studies (WIIW) projections should not be ignored. Their projections foresee which increase in the rate of 
decline of our economy in 2020 as much as 4%, or the World Bank, a pessimistic scenario, forecasts a drop in the 
Serbian economy of over 5%. That is why the support of the local monetary and financial policy for the overall 
anti-crisis package is so important.

First of all, the question arises as to how much the guarantee scheme23 in credit support to businesses (which 
goes through commercial banks) helps a significant part of the economy that chronically lacks a sound balance 
sheet. The question is to what extent such companies satisfied rigorous ratio analyzes even before the pandem-
ic. Once the epidemic is over, banks will be even more selective in approving loans. As many as 50% of the SME 
sector in Serbia do not use bank loans, a good part of those who do use them is not used to regular customers. 
A significant portion of our small businesses is already “clinically dead” and cannot meet obligations towards 
banks, employees, the state, and suppliers. Coronavirus did not cause only a drop in income, but in many cases, 
the complete absence of income. The situation we find ourselves in is not the consequence of greed or misman-
agement - it is a natural disaster, and state action is necessary24.

The guarantee scheme of the Ministry of Finance aims to cover 24% of the portfolio of newly issued bank loans. 
However it will not necessary cause greater lending to companies affected by the crisis - the expectation is that 
banks will (quite rationally) only credit debtors who have an acceptable level of risk, and taxpayers will subse-
quently cover the expected losses from regular banking operations. There was obviously a need to create a 

20 For the time being, a proposal of sectoral measures is announced only for tourism, hospitality, transport and logistics.
21 Obradović (2020), “Houston, We have a Problem” - How to prevent the collapse of the Serbian economy due to the global crises 
     caused by the coronavirus pandemic “, CEP, Belgrade, March 2020. He emphasized that for the implementation of possible anti-cri-
     sis economic measures which he proposes is not necessary resources that would burden the expenditure side of the budget, but it is 
     enough to approve tax credits
22 Malović (2020), “Macroeconomic implications of public policies in a pandemic-induced crisis”, under review, mimeo.
23 most of the measures goes to it (43%), so it makes sense to monitor its implementation more closely
24 Obradović (2020), “Houston, We have a Problem” - How to prevent the collapse of the Serbian economy due to the global crises 
      caused by the coronavirus pandemic “, CEP, Belgrade, March 2020
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separate guarantee fund in cooperation with a development or some state-owned bank, instead of rushing to 
privatize them. One member of the National Convention also expressed doubts that credit liquidity would not 
reach many until more state guaranties are implemented to reduce the risk for banks to an acceptable level, 
especially since there the early and wide moratorium on debt repayment somewhat paradoxically increased un-
certainty in the credit market25. Furthermore, banks in practice seems to be internally seeking and implementing 
the principle that if they grant a loan under new government guarantees, the clients will repay the loans pre-
viously taken, which suppresses net expansive effect. Although there are certain precautions provided by the 
regulation, creative bankers and insufficiently liquid clients will find a way to circumvent the system, so there is 
a justified fear that in the initial period money will go back and forth. After the waiting period and the first year 
of the loan maturity, benefits of this measure is useful will probably further weaken26.

Secondly, the National Convention expresses concern about adopting the Regulation on Investments of foreign 
currency assets managed by the Deposit Insurance Agency. The Agency was established as an independent legal 
entity by the Law on the Deposit Insurance Agency (“Official Gazette of the RS,” No. 14/2015 and 51/2017) to 
perform tasks prescribed by Law and be independent any state body. The Regulation derogates Article 8, para-
graph 4 of the mentioned Law, and Article 7, paragraph 4 of the Law on Deposit Insurance (“Official Gazette of 
RS,” No. 14/2015, 51/2017, and 73/2019). These prescribe that if there are significant changes in the interna-
tional financial market caused by the negative interest rate on deposits at foreign banks, the Agency may invest 
up to one-quarter of the foreign currency funds into foreign currency debt securities issued by the Republic 
Serbia or the NBS. The Regulation allows the Agency to invest more than a quarter of foreign currency funds into 
debt securities issued by the Republic of Serbia, which guarantees banks’ deposits. By lifting these restrictions, 
without any prior notification to the public or savers, the Agency may decide to invest a significant amount of 
the guarantee fund in Serbian government funds to finance the budget deficit. Changing system conditions 
regulating the issue of guaranteeing savings deposits placed with banks in Serbia can significantly affect public 
confidence and savers confidence in the banking system. Namely, depositors/citizens have deposited their funds 
or termed deposit savings. They considered all deposit protection mechanisms, especially a deposit insurance 
system, advertised in very prominent places in almost all bank branches as one of the key instruments for ensur-
ing deposit security. The subsequent change of these rules sets a dangerous precedent. Also, Article 4 of the Law 
on Deposit Insurance prescribes that the state guarantees insured deposits. At the same time, it is possible to 
understand “reverse” intervention, which means if the state reaches for these funds in times of great crisis, only 
if it is in the short-term. Also, we believe that the whole issue should have been approached most transparently; 
the Agency should publicly announce the amount of funds it has invested in government bonds. According to 
available newspaper articles27, it is possible to assume that there was a significant investment of the Agency’s 
funds in government bonds:

“On March 18, the day after the announcing the moratorium on liabilities to banks, the Ministry of Finance is-
sued a five-year euro bond which was a fiasco. Out of the 100 million offered, only 4.4 million euros were bought. 
However, investor confidence was restored on March 25, when 47 million euros of twelve-year bonds were is-
sued, and 46.6 million euros were sold.”

The decree was passed on March 24, 2020, and that the first successful sale of government bonds happened a 
day later, on March 25, 2020. Article 3 of the Regulation also stipulates that the Agency is obliged to harmonize 
the amount of invested foreign currency funds with the provisions of the laws mentioned above within one year 
from the day of the emergency state’s termination. It is a worryingly long period in the time of crisis, so it is of 
great importance for the public to know whether this provision will be implemented earlier or at least in the 
manner and within the timeframe defined by the Regulation.

In the sphere of budget and balance of payments stabilization for this year, the country needs at least 7 bil-
lion euros for refinancing old and financing new borrowings. As for anti-crisis measures, practically the entire 
amount that did not come from transferring money from one user to another (the start of construction of the 
highway New Belgrade-Surcin worth 100 million euros has been postponed for next year, IPARD funds have 

25 Udovički (2020), https://ceves.org.rs/category/news/?lang=SR
26 See Articles 8 and 9 of the Regulation establishing a guarantee scheme as a measure to support the economy in mitigating the 
     effects of the COVID-19 pandemic.
27 Danas (2020), (https://www.danas.rs/ekonomija/drzava-se-priprema-za-mere-pozajmljuje-105-milijardi-dinara/)

https://ceves.org.rs/category/news/?lang=SR
https://www.danas.rs/ekonomija/drzava-se-priprema-za-mere-pozajmljuje-105-milijardi-dinara/
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been diverted with EU approval, etc.), will be financed by new loans28. Slightly less than half of the total money 
needed will come from borrowing abroad, and the rest through the issuance of treasury bills on the domestic 
market which is on the average, the most expensive way to raise funds (the last interest rates on these borrow-
ings were between 1.8% and 2.6%). To make things worse, domestic debt - all even if it is not indexed in foreign 
currency - is largely owed to foreign banks who are present on the local market, so the most part of public debt 
is in fact external. No all foreign sources of financing are equally favorable in terms of interest rate, maturity, 
influence on the latter creditworthiness of the sovereign, etc. Therefore, the promise of Serbian officials that 
they will withdraw a loan of at least 300 million dollars from the World Bank with an interest rate of only 0.5% 
is certainly encouraging.

According to recent IMF estimates, Serbia could show a fiscal deficit higher than 7% of GDP this year. The entire 
amount, plus the refinancing of old debts, must be somehow financed this year. At least part of the increased 
needs and obligations could be covered by a controlled and well-balanced primary issue. When the inflation 
rate is extremely low, and the national currency is overvalued, this would be not only the cheapest source, but 
it would also have positive side effects on the economy. Unfortunately, there are no indications that monetary 
authorities considered this. On the contrary, after falling into additional debt with Eurobonds, at least 2 percent 
points higher interest rate compared to the previous one from November last year, it is clear that the election 
promise about increasing the dinar share of public debt and increased participation of local creditors failed to 
become a reality. Hence the room for maneuver is diminishing when it comes to conducting an independent 
monetary policy. After borrowing in London and formally de jure, 2/3 of the public debt is external, so the debt 
loop is tightened during the development-oriented manipulation of the exchange rate. Besides, since we have 
at disposal both new and crisis-adjusted IMF credit lines, such as the Short-term Liquidity Line or the Rapid Fi-
nancing Instrument, with interest not less than 0.29% and not more than 1.33% in the case of SLL, for example, 
we see all the reasons to use such forms of external debt. As the IMF allows a maximum of 145% or 150% of 
each country’s cumulative quota for one or the other of these loans, Serbia would do the withdraw somewhere 
around 1.4 billion USD, or 1.3 billion EUR at most in the next 12 months. With a very low degree of conditionality 
(almost the only requirement is on the transparency of the use of funds), official comments that the loans in 
question can only be used to replenish foreign exchange reserves or, in the case of balance of payments prob-
lems, are not accurate. Firstly, even if that is so, it is not wrong to strengthen foreign exchange reserves and face 
the external imbalances (in theory, any deficit over 5% of GDP is considered a red flag). The second reason why 
the argument does not stand is that a good part of RFI funds can be used differently. Hence the somewhat hasty 
and extensive borrowing from commercial creditors at the high comparative rate of 3.4% per year is surprising 
and can easily prove to be a wrong move29. Thus, if you can borrow at a lower price, there is no reason not to do 
it, especially given that there will be practically no conditioning of these loans by the IMF, unlike, for example, 
the so-called Stand-by arrangement. Besides, the IMF’s liquidity assistance would automatically “nominate” us 
for EU financial assistance to candidate countries. Serbia is the only country in the region that is not included by 
the preliminary planned package by our own fault.

During the state of emergency, the NBS did not sell an enormous amount of foreign exchange reserves in net 
terms to defend the dinar30. However, a more significant reduction in foreign exchange reserves can occur with 
economic activity resumption: when imports resume. At the same time, there are no previous inflows of SDU. 
With the expected deficit of the current account of the balance of payments of over 6% of GDP, it is clear that 
external debt or spending foreign exchange reserves will have to make up for this minus. Until the crisis passes, 
the Government and the NBS should not shy away from more aggressive spending of foreign exchange reserves 
to reduce the share of debt in GDP, instead of foreign exchange reserves we keep on the shelf (with no or mod-
est short-term interest). At the same time, we pay significantly more on external debt interest. To that end, 
however, it is necessary to give up de facto artificial support for the dinar exchange rate, which for years has 
been nominally and realistically appreciating against the euro. At the time of writing, we estimate that the share 
of public debt in GDP compared to the pre-crisis period increased by at least ten percentage points. The danger 
of further deterioration of this indicator in the future is still present.

28 Fiscal Council (2020b) made similar assessments, Assessment of the Government Decree on the Rebalance of the Budget for 2020, 
      Fiscal Council, April 28, 2020.
29 According to information from the Ministry of Finance, Serbia entered the international financial market on May 11 and sold gov
     ernment Eurobonds in the amount of 2 billion euros with a coupon rate of 3.1%, a yield rate of 3.4%, maturing in 2027.
30 About 300 million euros in March and 440 million euros in April.
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If we consider the total funds intended to support the economy in relation to GDP, on average, 36 European 
countries included in the aforementioned NALED study allocate 8.4% of GDP. This means that Serbia, with a 
package of 11% of GDP (608 billion RSD, i.e., about 5.1 billion EUR), is in relative terms above the European 
average31. It is crucial to use these significant funds efficiently and effectively, i.e., to primarily help the most 
vulnerable segments of the economy and population and minimize the “capillary” entropy.

Key conclusions from the workshop “Effects of the spread of the COVID-19 virus on the economy - what kind of 
response do we need”, organized by CEVES in May, also confirmed our earlier findings. A package of measures 
is adequate in size if we compare it with countries in the region or those similar in size, taking into account the 
number of infected, the debt-to-GDP ratio, the share of tourism, and transport in GDP as very relevant factors at 
the moment. As for the structure of the aid package itself, except for giving 100 EUR to each adult citizen of the 
Republic of Serbia (which was unanimously assessed as a populist measure for pre-election purposes), the opin-
ion is that the structure is in principle adequate, but the question remains whether the support is administered 
with a certain delay, as well as whether the period covered will be sufficient. Additional measures will likely be 
necessary for the coming period. When more precise data are available on the parts of the economy that have 
been most affected by the crisis and will not recover only based on these measures. There is a dilemma whether 
the measures have addressed SMEs’ real and long-term needs in particular, how much and what form of assis-
tance will be necessary for the economy in the coming period. In essence, the conclusion is that this additional 
assistance will almost certainly be needed. Still, it has been agreed to wait for more comprehensive data on the 
effects of the crisis, to be able to give more precise answers to this question.

31 In fact, the total costs will be much higher, because additional measures of the Government for strengthening strategic companies, 
      especially Air Serbia, Telekom and Elektroprivreda, have been announced for the next period.

Average value

Median

Estimated value of economic support package measures as a percentage of GDP Source: NALED



11

After the declaration of the state of emergency in Serbia, the Government of Serbia adopted two decisions 
imposing restrictions on foreign trade and additionally relating to the Negotiating Chapter 30: Decision on tem-
porary ban export of basic products necessary for the population from March 14, 2020, and the Decision on 
banning the export of medicines from March 2020. The first Decision introduced a ban on 30 days for different 
products (food, hygiene products, and medical equipment) to prevent critical shortages or mitigate shortages 
due to the population’s increased demand during the COVID-19 virus pandemic. The Decision was abolished on 
May 7, 2020. The second decree prohibited the export of medicines indefinitely, except for those not registered 
in Serbia, and produced for foreign markets and if a foreign person ships medicines in the customs transit pro-
cedure. If we observe countries in the region and the EU, we can conclude that Serbia is not too different, and 
the measures were reasonable, bearing in mind the situation. However, although Serbia itself has introduced 
restrictions on trade in drugs and medical equipment, Serbian officials criticized the EU for imposing restrictions 
on trade for the same goods, which is not the right political message if we consider the perspective of Serbia’s 
future membership in the EU33.

According to WTO data (2020), until April 24, 80 member states had introduced trade restrictions34, and both 
the organization and the IMF had called for lifting restrictions on medical equipment and food35. For EU mem-
ber states, the regional CEFTA Free Trade Area has established green corridors since April 13, 2020, to facilitate 
traffic and trade in goods in the region. Unilateral decisions the countries in the region brought as additional 
protection measures for the borders and the citizens36, hampered the trade flows. Following the secretariat’s 
suggestion, member countries of CEFTA adopted a list of basic products that will move through the green corri-
dors without delay.

European Competition Network (ECN), consisting of the European Commission and the member state’s com-
petition protection institution, issued a joint statement on the implementation of the Law on Protection of 
Competition during the spread of the COVID-19 epidemic. The ECN’s statement highlights concern about ex-
cessive product prices, stressing the importance of providing essential products for consumer health protection 
(protective masks and disinfectants) at competitive prices. Therefore, competition institutions will act against 
companies that take advantage of the current situation and abuse the dominant position. In this context, ECN 
points out to existing rules that allow manufacturers to set maximum prices for their products and regulate 
prices at the distribution level.

According to EU competition regulations, the competent institutions can sanction the companies which use 
market power and exploit consumers. Article 102 of the Treaty on the Functioning of the European Union pro-
hibits the abuse of a dominant position through the direct or indirect imposition of unfair purchase prices or 
other trading conditions. The ban on the exploitation of consumers applies exclusively to companies that are 
dominant on the market. Therefore, to combat non-competitive practices in times of crisis, the competent in-
stitutions can expand this definition of dominance in a variety of ways that include: finding companies that are 
temporarily dominant in the market, the adoption of stricter market definitions to allow for easier recognition 
of dominant entities and finally the fact that the company can charge the product significantly more than the 
competition, can serve as an indicator that an entity is dominant on the market.

Many member states created special operational units during the pandemic. They launched investigations 
following competition rules and the law on consumer protection, against companies that abuse their market 

Foreign Trade Restrictions32

Administrative price control37

32 This part of the report is based on the contributions from the National Convention Working Group for Negotiating Chapter 30 (ISAC 
      fund)
33 https://www.nedeljnik.rs/samo-kina-moze-da-nam-pomogne-evropska-solidarnost-ne-postoji/ 
34 https://www.wto.org/english/tratop_e/covid19_e/trade_related_goods_measure_e.htm
35 https://www.MMF.org/en/News/Articles/2020/04/24/pr20187-wto-and-MMF-joint-statement-on-trade-and-the-covid-19-response
36 http://rs.n1info.com/Biznis/a588615/CEFTA-od-danas-otvara-zelene-koridore-na-pojedinim-granicnim-prelazima.html
37 This part of the report is based on the contributions from the Working Group for Chapter 8 (NALED)

https://www.nedeljnik.rs/samo-kina-moze-da-nam-pomogne-evropska-solidarnost-ne-postoji/
http://rs.n1info.com/Biznis/a588615/CEFTA-od-danas-otvara-zelene-koridore-na-pojedinim-granicnim-prelazima.html
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dominance. Established units monitor price movements for important products, such as protective masks and 
disinfectants for both individual sellers and online trading platforms. Trading platforms that distribute products 
from third parties may be suitable for providers who abuse the situation and set high prices on their platforms. 
Accordingly, Italy has launched an investigation against key platforms, including Amazon and eBay, to determine 
if there have been any significant price increases for essential products on their sites. The United Kingdom and 
the Netherlands pointed out close cooperation with these platforms in detecting abuses.

In addition to conducting investigations against companies, some states have chosen to prevent abuse by 
establishing maximum prices for relevant products. The Croatian government has decided to define the prod-
ucts for which price control applies, namely, the price for the product should not be higher than the price on 
January 30, 2020. Products with a limited price include basic foodstuffs, protective equipment, and medical 
products. Slovenia has limited the prices of oil derivatives. In contrast, Romania has expanded its product cov-
erage apart and from oil and decided that the costs of electricity, heating, gas, and water cannot be increased 
from the day the decision was announced. France and Spain set maximum prices for disinfectants, protective 
and medical equipment.

On April 18, 2020, the Government of the Republic of Serbia passed a Decision limiting wholesale and retail 
prices and margins of basic foodstuffs so that they do not exceed the prices from March 5, 2020. This decision 
is valid for 60 days.

Also, a contact center was opened to report illegal activities during the COVID-19 pandemic, where citizens and 
companies can report unfair increases in the prices of food, medicine, medical devices, and protective equip-
ment. The contact center operators forward the reports to the competent inspection to prevent irregularities on 
the market during the COVID-19 pandemic.

With abolishing the state of emergency, the Decree on limiting the retail price of protective equipment during 
the state of emergency, which limited the retail prices of protective equipment - masks and gloves during a state 
of emergency, also became ineffective.

When it comes to identified challenges, based on the announcement by ECN and the Treaty on the Functioning 
of the European Union, it can be noticed that the mechanism of price regulation by the state to prevent abuses 
is not mentioned. We see from the announcement that producers are encouraged to set maximum prices to 
prevent price increase in distribution and that states are expected to act against companies that abuse their 
market position. Also, when we look at the criteria based on which it is identified whether there is abuse, the 
price increase can be justified due to large production and responding to demand if there was an increase in 
company costs (new equipment was purchased, more workers were employed and so on). If price increases 
are not possible in such circumstances, companies are not stimulated to increase production to meet market 
needs. Therefore, with the reliance on regulating prices, it is necessary to provide incentives to the economy to 
increase the supply.

The criteria used to determine whether an abuse of a dominant position has occurred, are as 
follows:

• The dominant company drastically increases prices for a product that has been placed 
on the market before of a certain time

• The sudden price increase is not caused by an increase in the costs of the dominant 
company or some other market development

• The products are of particular importance to consumers and there is a high demand for 
the product

• There are legal or other insurmountable barriers that prevent the market do develop 
and self-correct
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Besides, the price limit can bring positive results for products in high demand, as is the case in France and Spain, 
where the prices of medical equipment and disinfectants are limited. It is problematic if the maximum price is 
set for a product with no great demand. In that case, the market’s development and the spontaneous formation 
of prices based on supply and demand are limited. This setting of price and/or margin leads to a decrease in 
companies’ liquidity that produces and/or trade in these products, which is the direct opposite of supportive 
economic measures.

The spread of COVID-19 disease in Serbia and surrounding countries, coincided with the period of intensive 
spring works in agriculture. These seasonal works must be carried out precisely at this time of year, and as such 
they were directly affected by the measures introduced during the state of emergency. Also, certain measures 
have affected the market of agri-food products, namely, product placement, and as such made the functioning 
of food market chains more difficult.

Some of the key measures that had a direct and indirect impact on agriculture, agricultural producers and legal 
entities in the sector of agriculture and food agriculture are:

• restriction of movement during the state of emergency, caused difficulties for the work of farmers 
and the transport of auxiliary labor engaged on farms in the first few days from the declaration of a 
state of emergency.

• curfew starting at 5 pm, as well as the multi-day curfew on weekends and holidays, negatively affect-
ed the performance of agricultural work.

• the movement ban for people over the age of 65 (70 in rural areas) has prevented many farmers 
from carrying out their spring work as well as transporting their goods to the point of sale (e.g. early 
vegetables);

• movement ban for persons engaged in agriculture (valid for all those over 70 years of age during the 
whole duration of the state of emergency), has partially limited the activities of agricultural holdings 
in which all members are elderly or the elderly are supportive labor force and actively contribute to 
the activities of farms (in rural areas, the share of the population over 65 is 17.49%39  and is signifi-
cantly engaged in economic activities);

• closure of green markets, as one of the channels for the sale of agricultural products (primarily for 
small farms and small businesses), has limited the possibilities of marketing agricultural products.

• the ban on work in the tourism and hospitality sector (HoReCa sector) has led to a significant drop 
in consumption, thereby reducing demand and narrowing sales channels for the agricultural produc-
tion and processing sector. It had a particularly bad impact on small farms, small businesses and the 
agricultural sectors that are directly related to this market segment, and their production is seasonal 
(e.g. fresh early vegetables, dairy production, livestock, early fruit)

When it comes to agricultural measures adopted during the state of emergency, a number of decrees and deci-
sions were made have directly and indirectly affected agriculture and the food industry. We can basically mea-
sure divided into three groups:

1. measures that have had an impact on agricultural work and labor movement.

2. trade measures, which affected the market of agricultural products and sales channels.

3. economic measures to support agriculture

Agriculture38

38 This segment of the report is based on the contributions of the Working Group of the National Convention for Negotiating Chapter 
     11 (Rural Development Network of Serbia)
39 Strategy of agriculture and rural development for the period 2010 to 2020 of the Republic of Serbia
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Measures that had an Impact on Agricultural Work and the Labor Movement

Since the introduction of the state of emergency, there has been a daily movement ban from early afternoon 
to early morning. During weekends and holidays, there were movement bans that lasted for a couple of days. 
Farmers were just at a stage when the intensity of work was at a high level due to agricultural production’s 
seasonal nature. In this period, there were challenges, especially for fruit production. Changing weather condi-
tions and late frosts threatened to reduce the yield (e.g., apricots, cherries). The fruit producers who managed 
to obtain special permits had to implement additional frost protection measures during the evening and early 
morning hours.

The mentioned measure of restriction affected the possibility of farmers’ movement and engaged labor force 
that failed to obtain movement permits at the beginning. Since the start of restrictive movement measures, the 
Ministry of Agriculture, Forestry, and water management prescribed getting a movement permit for farmers at 
the ban’s time. During the first ten days, the issuance of permits was slow and difficult, limiting many farmers 
to do the necessary work. After an initial downtime, a more efficient licensing system was established, allowing 
for quick registration and obtaining permits within two days (online application on the website of the Ministry, 
issuance through the local community), so that the licensing procedure continued to function appropriately 
until the end of the state of emergency. Estimates are that the slower issuance of permits at the very beginning 
of the state of emergency did not have significant negative consequences for agriculture.

Measures that Affected the Market and Sales Channels

Among the Government’s first measures was the ban on the export of certain agricultural and food products. 
The initially introduced ban referred to flour, sunflower (grain and oil), sugar, and yeast. The measure soon ex-
cluded flour and sugar, but it introduced a quota for corn export of 400,000 tons. Bearing in mind that Serbia is 
a net exporter in agriculture, with production that exceeds domestic needs, with a large number of agricultural 
and consumable products, this measure’s purpose is questionable.

Some of the measures introduced during the state of emergency had a significant impact on the agricultural 
products market, above all measures related to the direct sale of agricultural products (closing of green markets 
and closing hospitality facilities) and product placement through the tourist packages. Many small agricultural 
producers of vegetables, fruits, and dairy products (cheese, cream) sell their products on green markets or 
through the HoReCA sector. Shutting down this sector limited the possibility of a sale.

Enthusiasts at the local level were first to respond to the problem by opening an online neighborhood market. 
They mostly used Facebook as a marketing platform. This type of sale appeared in many municipalities and cit-
ies (Čačak, Kraljevo, Valjevo), and the number of registered members went up to several thousand. Ministry of 
Agriculture, Forestry, and Water Management has also established the E-Market as a platform for connecting 
sellers and buyers. The number of registered entities before the end of the state of emergency reached 1.376.

The volume of trade through online platforms is unknown. Still, certainly, the intensity of communication and 
the supply-demand relationship contributed to solving the problem of selling and buying agricultural products. 
For example, we can mention that the site https://ponovoradipijaca.com/ recorded over 150.000 viewed pages 
and 30.000 visitors since April 2, when the site was launched.

The decline in the demand for meat and livestock, conditioned by the decrease in tourist activities and the clo-
sure of hospitality facilities, is partly mitigated by adopting the Decree extending the deadline for the exchange 
of fattening cattle for mercantile maize to May 15. The Republic Directorate for Commodity Reserves announced 
that 329 cattle breeders will participate in the natural exchange of livestock for mercantile corn. Each of them 
has been granted a certain number of steers that can be exchanged for corn. Up to 30.814 tons of mercantile 
corn were set aside for natural exchange.
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Estimated effects of the measure

• Developed online sales platforms (regardless of who set them up and which platform was used) 
brought the desired results during the state of emergency, especially for small farms on the local 
level.

• The existing situation indicates the need to diversify the sales models of agricultural products, not 
only during the state of emergency. As well as the need for further development of the online plat-
form in consultation with manufacturers and customers about sales models and their needs.

• The idea of   the E-market is in a way a conditioned solution in the period of the pandemic, but it is 
estimated that there is potential for its further development in the direction of connecting not only 
sellers and buyers, but also distributors and warehouses (some associations have the ambition to 
develop sales channels for their members in this way).

• The “forced” model of trade (e.g., cattle for mercantile corn) is one of the possible models for mitigat-
ing the negative market effects on agricultural producers. Farmers react positively to such measures 
when there is a delay in the realization of agricultural production through exports, and the state lacks 
liquidity to pay in cash the goods that go commodity reserves. Restriction of application of measures 
to only 329 cattle breeders and the absence of wider coverage in not entirely transparent selection 
procedure, produced imbalance between supply and demand for agricultural surpluses.

Economic measures of support for agriculture

Regarding the economic support measures, which concern farmers, they can be classified into two groups name-
ly a) fiscal relief and non-refundable financial assistance of the state directly related to agricultural production 
and b) general fiscal expansion.

Regarding tax relief and non-refundable financial assistance from the state, directly related to agricultural pro-
duction, two decrees were adopted:

1. Regulation on financial assistance to agricultural holdings in order to mitigate the consequences aris-
ing from COVID-19 disease caused by SARS-COV-2 virus;

2. Regulation on financial support to agricultural holdings through facilitated access to the use of loans 
in difficult economic conditions due to COVID-19 disease caused by SARS-CoV-2 virus.

When we talk about general measures to support the economy, those in the agricultural sector as well as all 
other economic entities, can use support under three measures:

1. Non-refundable financial aid (minimum wage for payment of salaries for three months) to entrepre-
neurs and farmers.

2. Fiscal reliefs (deferral of payment of taxes and contributions) to entrepreneurs in agriculture.

3. Program of financial support to economic entities for maintaining liquidity and working capital in 
economic conditions caused by the COVID - 19 pandemic

Regulation on financial assistance to agricultural farms in order to mitigate the consequences caused by diseas-
esCOVID-19 caused by SARS-COV-2 virus. Funds in the amount of 1.15 billion RSD (about 9.5 million EUR) were 
designated for the implementation of this regulation.

The Regulation envisages payment of financial assistance for registered agricultural entities in active status, as 
well as that the applicant has registered areas in the Register of Agricultural Holding under vegetable crops in 
a protected area, or that he is the owner of an animal (cow, sheep or goat) that is marked and registered in the 
Central Animal Marking Database. Owners of marked and registered beehives have the right for financial assis-
tance, regardless if they are members or owners of an agricultural holding, provided to be 70 or older in 2020.
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The amount of one-time assistance is determined per unit of registered area, or per head of live-
stock or number of hives, as follows:

• 25 dinars per m2 of registered area under cultivated vegetables in a protected area, and a 
maximum of 90,000 dinars.

• 3.000 dinars per cow, and a maximum of 30,000 dinars.
• 500 dinars per head of sheep or goats, and a maximum of 20,000 dinars.
• 800 dinars per beehive, and a maximum of 20,000 dinars.

Beneficiaries do not have to apply for this type of support. The payment will be made directly to the desig-
nated account registered in the Register of Agricultural Holdings, based on the status in the above records on 
April 16, 2020.

Estimation on the effects of the measure:

• The measure has a limited effect when it comes to the number of covered agricultural producers, as 
the coverage of users is limited only to the production of vegetables indoors, for areas of cultivated 
vegetables up to 3.600m2, as well as for households engaged in livestock production for a limited 
number of heads (10 cows, 40 sheep, 40 goats, and 25 hives). The estimated maximum coverage is 
between 15,000 and 65,000 farms, ranging between 4% and 17% of the total active registered agri-
cultural holdings.

• The decree mostly responded to the adverse effects of the previously introduced emergency mea-
sures, which hit the most vulnerable cohorts of agricultural producers: 1) vegetable growers - pro-
ducers of early vegetables under greenhouses, which faced the problem of placement and 2) small 
livestock farms, which had a problem with product placement, due to reduced demand for meat and 
dairy products, as well as disrupted supply chains and market access. Many early vegetable producers 
failed to sell either 50% of early vegetable production (lettuce, onion, etc.) from greenhouses (and 
investments in this type of production are significantly higher than outdoor production).

• This measure considered only those most directly affected by the disturbances caused by the declaration 
of the state of emergency and restrictive measures during the state of emergency (restriction of move-
ment, market restriction). There was a lack of support for those who suffer or will suffer damage due to 
delayed effects caused by market disruption, as well as those who are larger producers in terms of volume 
(e.g., farms with more than ten cows), but who also suffer the consequences of the state of emergency.

For example, we can cite lower purchase prices of beef (currently around 1.9 euros, and last year in the same 
period, the price was approximately 2.3 euros40). Low purchase prices, which are primarily conditioned by 
market constraints, have significantly endangered farmers, and aid measures do not cover them.

Regulation on financial support to agricultural holdings through easier access to the use of loans in difficult 
economic conditions due to COVID-19 disease caused by the SARS-CoV-2 virus. Funds of 1.45 billion RSD 
(about 12 million EUR) have been designated to implement this decree.

The Regulation regulates the use of loans, through subsidizing a part of the interest. The Regulation provides 
access to loans for:

1. Development of livestock farming through procurement of animals and the animal insurance premi-
um prescribed by this Regulation.

2. Development of farming, fruit growing, viticulture and floriculture.

3. Investments in agricultural machinery and equipment.

4. Procurement of animal food.

5. Investments in certain types of machinery and equipment used in crop production.

6. Preservation of liquidity.

40 Source: https://www.stips.minpolj.gov.rs/ 

https://www.stips.minpolj.gov.rs/
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The right to obtaining credit support under the conditions determined by this Regulation is exercised by natural 
persons – holders of a commercial family farm (if it is entered into the Register of Agricultural Holdings; if it is in an 
active status and meets special requirements in accordance with this Regulation); entrepreneurs and legal entities 
with an agricultural cooperative with at least five members of the cooperative registered in the Register as holders 
or members of five different, registered agricultural holdings; legal entity if classified into a micro or small legal entity 
in accordance with the law governing accounting).

An individual and an entrepreneur can exercise the right to credit support if the total loan amount is up to 6 million 
RSD, while the legal entity receives credit support if the total loan amount is up to 18 million RSD. Maximum amount 
of the liquidity loan is up to 3 mil. RSD.

Estimation on the effects of the measure:

• It is estimated that on the basis of subsidized interest, funds can be provided for investments in total amount 
to about 11 billion RSD

• It is not possible to clearly assess the effect of the measure on the entire agriculture of Serbia, given the 
limited ability of many small family farms to apply for loans. Such farms are the most numerous in the total 
number of registered agricultural holdings;

• The measure will have a positive impact on those registered agricultural farms that can use this assistance, 
and these are primarily companies (about 2.121), cooperatives (about 255) and entrepreneurs (about 326) 
who are active and are in the Register of Agricultural Holdings41.

General fiscal relief and non-refundable state financial assistance related to the entire economic sector (and not only 
agriculture)

Only commercial farms, i.e. natural persons who are holders of a family agricultural holding registered in the Register 
of Agricultural Holdings, and who keep business books in accordance with the law and who pay tax on income from 
self-employment on taxable profit, are entitled to fiscal relief and non-refundable direct financial assistance of the 
state in the amount of the minimum wage for the payment of wages for three months, regardless on the type of 
agricultural production they are engaged in.

Also, entrepreneurs who pay taxes and contributions to income from self-employment through self-taxation, wheth-
er they have decided to pay personal income or not, have the right to defer maturity for the payment of advance 
payments of taxes and contributions to the income from self-employment, as well as the postponement of the 
payment of these obligation.

The approximate number of households with entrepreneurial status in the register is around 326 (data from 2018)42.

Program of financial support to economic entities for maintaining liquidity and working capital in

challenging economic conditions caused by the COVID - 19 pandemic, belongs to entrepreneurs, cooperatives, mi-
cro, small and medium-sized companies that are mostly private or in cooperative ownership and which perform 
production, service, trade, and agricultural activities. In the Register of Agricultural Holdings, about 2,570 farms43 
can use funds from this program.

1.  Assessment of the work of institutions on the implementation of measures to support agriculture

The capacities for the implementation of measures to support agriculture are unchanged compared to those before 
the outbreak.

Implementation of agricultural support measures:

• Regulation on financial assistance to agricultural farms to mitigate the consequences of the COVID-19 
disease caused by the SARS-COV-2 virus. Ministry of Finance - Treasury Administration conducts payment 

41 Source on the number of registered agricultural holdings: https://www.trezor.gov.rs/src/services/rpg/ 
42 Source on the number of entrepreneurs: https://www.trezor.gov.rs/src/services/rpg/ 
43 Source on the number of subjects: https://www.trezor.gov.rs/src/services/rpg/

https://www.trezor.gov.rs/src/services/rpg/
https://www.trezor.gov.rs/src/services/rpg/
https://www.trezor.gov.rs/src/services/rpg/
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of financial aid to agricultural farms, based on submitted data in electronic form from the Ministry of Agri-
culture, Forestry, and Water Management - Directorate for Agrarian Payments.

The competent institutions have the necessary capacity to implement the measure.

• Regulation on financial support to agricultural holdings through facilitated access to the loans in chal-
lenging economic conditions caused by COVID-19 disease. The Ministry conducts supervision over 
the implementation of this Regulation, similar to applying the law, which regulates giving incentives 
in agriculture and rural development. The Ministry performs inspection supervision through an agri-
cultural inspector.

The competent institutions have the necessary capacities to implement the measure.

Measures of support to agriculture in the form of one-time assistance somewhat compensated for the farmers’ 
economic losses. This was important, especially for farmers who were the most affected by the market situation 
caused by the declaration of a pandemic and the adoption of restrictive measures during the state of emergency 
such as manufacturers of meat, milk, and dairy products.

Credit measures under the Regulation on financial support to agricultural holdings through facilitated access to 
loans in challenging economic conditions due to COVID-19 disease caused by the SARS-CoV-2 virus have limited. 
Hence this measure will not cover a large number of family farms.

There was a possibility that during the sowing works, and given the favorable trends in the oil market (falling 
prices crude oil), to reduce fuel prices for farmers (some farmers’ associations have proposed the price of oil for 
farmers at the time of sowing to be between 90 and 100 dinars), which would ease the position in the subsector 
of agriculture, but indirectly in the subsector of livestock. The state passed a regulation for subsidizing fuel for 20 
dinars per liter (for 60 liters per hectare, and the maximum up to 20 hectares of land per registered agricultural 
holding). However, even with the subsidized price, the oil price remained around 120 dinars per liter, despite a 
marked drop in the price of oil on the world market. For the cultivation of 1.6 million hectares, over 96 million 
diesel liters are consumed annually (from 60 up to 100 liters of diesel per hectare).

The general assessment is that the agricultural sector, in general, did not have significant losses caused by the 
state of emergency. The major obstacles to the development of agriculture before the pandemic will continue in 
the coming period. A relevant example is the current problem with Serbia’s drought period and potential losses 
in farming and fruit growing. However, the need to increase the irrigated area is present for decades, without 
any visible and noteworthy progress. 

The anti-epidemic measures adopted were proportionate to the risk COVID-19 posed to the crews of freight vehi-
cles, public, and other transportation active in passengers’ transportation. The National Convention has a positive 
opinion on the speed and manner of implementing measures in this area.

Firstly, during the state of emergency, infrastructure maintenance works were performed regularly. Similarly, works 
on the construction of new traffic infrastructure were not interrupted.

As expected, during the state of emergency, the previously high level of freight traffic, which dominates concerning 
passenger traffic, increased or at least was maintained. The transport of goods by trains had no interruption in 
functioning both in domestic and international traffic. Freight trains on Serbian railways during the state of emer-
gency transported raw materials necessary for the national production, products for the needs of the population, 
and construction materials and equipment for the largest and most important infrastructure projects in Serbia45. 

Transportation44

44 This part of the report is made based on the contributions from CEKOR
45 https://www.rtv.rs/sr_lat/drustvo/zeleznice-srbije-tokom-vanrednog-stanja-4.363-teretna-voza_1120475.html

https://www.rtv.rs/sr_lat/drustvo/zeleznice-srbije-tokom-vanrednog-stanja-4.363-teretna-voza_1120475.html
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Both “Serbia Cargo” and other private operators continued with regular activities despite the state of emergency. 
However, in domestic freight traffic (especially in express delivery), congestion was noted, followed by occasional 
severe delays in the individual delivery of packages and call centers’ scheduling. There was a sudden increase in the 
volume, transport requirements, and delivery of express mail, which is gradually reduced by raising the number of 
couriers/carriers. Also, self-service machines for packaging and sending packages were installed at specific points 
in larger cities. The market inspection generally remained passive to these events. The relevant ministry suggested 
to the citizens to submit complaints by e-mail. It follows that the market inspection protects only citizens who can 
use computers and the Internet.

On the other hand, we support the Government’s rapid and efficient response (which was readily welcomed and 
adhered to by the freight forwarders) in areas of freight transit through Serbia. The process of issuing permits is 
adjusted for the transport sector, notification of the arrival of goods has been digitized, and the risks of spread-
ing the disease reduced. The Government determined a mechanism of the mandatory length of stay on Serbia’s 
territory. The Government dedicated pumping stations where oil could be tanked. However, we believe that the 
deadline of 12 hours46, how long trucks can stay in the Republic of Serbia territory, is inhumanely short. It does not 
consider that drivers who cross the border are not fully rested; that is, they cannot get sufficient rest while crossing 
Serbia’s territory. Also, it would be necessary to determine places for stay (for drivers to get some sleep), enable 
them to have the time required to cross the territory, and to have the opportunity to supply fuel (the stations were 
designated, and there was information about it on the Government’s website47). More breaks should be allowed, 
another one or two breaks of an hour plus at least one sleep period of at least six hours.

However, if a second wave of the COVID-19 pandemic happens, measures should be sought to avoid public trans-
port’s total closure, like the one during the state of emergency. However, as this measure was withdrawn, the de-
cision to allow the continued use of taxis or limousine transport was surprising. It was often impossible to provide 
the necessary level of protection in taxies and limousines, as it could have been possible in public transport vehicles 
if the number of passengers per vehicle was drastically reduced. Especially having in mind the vehicle’s size and the 
use of either mask of inadequate quality or long-term use of masks in taxis and limousines. Whatever level of use of 
public transport was allowed (due to the strict limitation of the number of passengers, the opening of all windows, 
etc.), this would be an excellent relief for citizens and households who do not have any vehicles in their possession.

Besides, we believe that it is unacceptable for public vehicles to be given exclusively to companies who need to 
transport their workforce unless these companies’ work is in society’s strategic interest during the state of emer-
gency. Otherwise, if companies need special and guaranteed transportation, they should provide it at their own 
expense or participate in the costs.

When it comes to the environmental aspects of the state of emergency, air pollution reduction can be consid-
ered a temporary positive externality of anti-epidemic measures. 

Unfortunately, the inertia of the authorities in charge of environmental control and inspection created condi-
tions for different operators to increase their activities and environmental pollution without any reaction from 
the state. This is especially the case with the implementation of large investment projects in the Kolubara basin 
in Lazarevac, where citizens and civil society members contacted the competent authorities on February 29, 
2020, and on April 7, 2020, unfortunately without reactions from the Environmental Inspectorate or the Mining 
Inspectorate. They addressed the continuation of activities on the opening of field E in the Kolubara ore region, 
without any impact assessment of wastewater pollution on citizens’ lives and health in the villages around 

Environment48

46 (https://www.kurir.rs/vesti/drustvo/3433233/ima-svega-roba-samo-stize-od-uvodjenjavanrednog-stanja-kroz-srbiju-pros-
      lo-vise-od-20000-kamiona) 
47 https://www.mgsi.gov.rs/sites/default/files/INFO%20SRB%20Tranzit_2.pdf 
48 This part of the report is made based on the contributions from CEKOR 

(https://www.kurir.rs/vesti/drustvo/3433233/ima-svega-roba-samo-stize-od-uvodjenjavanrednog-stanja-kroz-srbiju-proslo-vise-od-20000-kamiona)
(https://www.kurir.rs/vesti/drustvo/3433233/ima-svega-roba-samo-stize-od-uvodjenjavanrednog-stanja-kroz-srbiju-proslo-vise-od-20000-kamiona)
https://www.mgsi.gov.rs/sites/default/files/INFO%20SRB%20Tranzit_2.pdf
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this mine. Besides, many times, citizens and activists have noticed that the plants work without any filters and 
pollute the air without the inspection or media reaction. Increased air pollution was observed in cities despite 
drastically reduced traffic, which further emphasizes the need to approach pollution sources objectively. It is 
also needed to establish new and more reliable networks of measuring points for the entire territory of Serbia 
and start drafting plans for improving air quality at the national and local levels. All procedures regarding the 
development of two critical strategies for harmonization with the EU were stopped regardless of the possibility 
of holding video conferences. Namely the Strategy for Combating Climate Change and the National Energy and 
Climate Plan (NECP) and those necessary for planning the most important electricity projects in the country. In 
Vojvodina, oil and gas exploration works continued near populated places, mostly during the curfew. CEKOR, as 
a member of the National Convention, is processing complaints from citizens regarding endangering the envi-
ronment, availability of water, etc. Given that the amount of hazardous, infectious waste is multiplied during the 
state of emergency (waste generated from infected patients), on April 15, the Ministry of Environmental Protec-
tion published the Instruction for dealing with infectious and medical waste on its website (with information on 
treatment facilities49). The Instructions stated how to deal with that waste and the capacities in Serbia suitable 
for treating the waste. The Ministry stated the conditions are met to safely manage medical and infectious haz-
ardous waste, following the relevant regulations.

Treating medical waste generated in health care institutions is regulated by the provisions of the Law on waste 
management, the Rulebook on medical waste management, and the Rulebook on pharmaceutical waste man-
agement. These provisions say that the waste producer must hand over that waste to the operator authorized to 
treat the waste further. All waste generated by patients infected by coronavirus is infectious, hazardous medical 
waste, and treated before disposal (sterilized and ground).

The Ministry states that waste from COVID-19 does not belong to group A of infectious substances. It is managed 
like all other medical waste, but with additional caution regarding packaging, storage, collection, transport, and 
treatment. According to this Instruction, waste from health care institutions where individuals infected with 
COVID-19 virus are treated must not be brought into other health care facilities. The question remains of how 
waste management was organized on fairs and similar temporary hospitals where people infected with the virus 
are also accommodated.

In authorized state institutions in Serbia, there is a total of 121 devices to treat the waste on the spot. There 
is also one private operator in Zrenjanin (Remondis Madison). Following the World Health Organization’s rec-
ommendations, infectious medical waste coming from patients infected with COVID-19 should be treated in 
autoclaves, by the process of sterilization at 121 and more degrees Celsius with a cycle of 60 minutes, under 
pressure, after which waste must be crushed before disposal at the landfill.

When it comes to household waste, in conditions when we also have patients in home isolation, authorities did 
not give recommendations or instructions on handling infectious waste. This means that the waste ends up in 
legal and illegal landfills contaminating all other waste thrown there, which can endanger any person who tries 
to extract some secondary raw materials from that waste.

49 https://www.ekologija.gov.rs/uputstvo-za-postupanje-sa-infektivnim-i-medicinskim-otpadom-u-toku-epidemije-viru-
      sa-covid-19-sa-informacijom-o-kapacitetima-za-tretman/?fbclid=IwAR1KwN3KRPeondJKw1gXsVLeCM5XqfO2FTrwdBLoP-nWsuNGX-
      rOhWk17zzI

https://www.ekologija.gov.rs/uputstvo-za-postupanje-sa-infektivnim-i-medicinskim-otpadom-u-toku-epidemije-virusa-covid-19-sa-informacijom-o-kapacitetima-za-tretman/?fbclid=IwAR1KwN3KRPeondJKw1gXsVLeCM5XqfO2FTrwdBLoP-nWsuNGXrOhWk17zzI
https://www.ekologija.gov.rs/uputstvo-za-postupanje-sa-infektivnim-i-medicinskim-otpadom-u-toku-epidemije-virusa-covid-19-sa-informacijom-o-kapacitetima-za-tretman/?fbclid=IwAR1KwN3KRPeondJKw1gXsVLeCM5XqfO2FTrwdBLoP-nWsuNGXrOhWk17zzI
https://www.ekologija.gov.rs/uputstvo-za-postupanje-sa-infektivnim-i-medicinskim-otpadom-u-toku-epidemije-virusa-covid-19-sa-informacijom-o-kapacitetima-za-tretman/?fbclid=IwAR1KwN3KRPeondJKw1gXsVLeCM5XqfO2FTrwdBLoP-nWsuNGXrOhWk17zzI
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According to a survey conducted by the Association of Sustainable Development Ambassadors, 93.9% of re-
spondents said that there are no specially marked containers in local communities for disposal of potentially 
contaminated waste50, which is very problematic. Household waste is undoubtedly a problem, despite the Law 
on Waste Management, because it is easier for local governments to keep the issue unsolved. Especially having 
in mind that they are not sanctioned for such behavior. 

Conclusion: there is not enough information on how to dispose and treat waste from medical institutions, espe-
cially hazardous waste; Separation of waste at the place of origin is still at a very low level in all local communi-
ties, while safe disposal of household hazardous waste is not done at all.

This is undoubtedly a critical issue that we will monitor and include in recommendations within the working 
group for Chapter 27.

The government’s economic measures (regulations) during the pandemic did not directly affect the ICT sector. 
However, all segments of the information sector suffered significant damage from the epidemic, which will be 
discussed in the following chapter.

During the state of emergency, it was impossible to apply the Law on Personal Income Tax and the Independence 
test for Entrepreneur (contractors). That is why the Society for Informatics of Serbia, the Association of Small 
enterprises, and other professionals associations suggest postponing the “Independence Test” until the end 
of 2020. This is necessary because there is a need to examine why the number of IT entrepreneurs decreased 
during the Law’s application. During the state emergency, it was not possible to perform testing. 

As for the IT sector’s economic situation during the epidemic, all parts of the ICT sector suffered significant dam-
age. Initiative Digital Serbia organized a survey on the pandemic’s consequences on the information sector, i.e., 
the digital economy. So far, About 300 IT companies, start-ups, and freelancers have taken part in the Survey. 
The overall results of the Survey are published on the website www.ids.rs. Some of the most significant obser-
vations from the Survey are:

• Half of the digital companies have suffered a drop in revenue of up to 30%, and two-thirds of start-
ups and freelancers had a decline in sales of up to 60%

• Two-thirds of IT companies believe the situation will worsen

• 90% of IT employers do not plan layoffs, but 40% of them plan to reduce salaries

• 10% of IT companies feel the positive effects, as they record an increased demand for ICT devices and 
services

• 25% of IT companies are already working on IT solutions to problems caused by COVID 19

• Domestic IT companies are currently more affected than foreign ones, and part of the reason is that 
foreign companies are generally larger and have decent stocks of money to amortize the effects of 
the crisis

• Every tenth IT company expresses fear that due to the impact of the COVID 19 virus, they will have to 
close or redirect your business

• Demand for IT professionals has increased due to the need for companies to recover their information 
systems quickly, to introduce new applications, and to improve the degree of business digitalization

Information society and media51

50 http://ambassadors-env.com/blog/2020/03/28/aor-e-kampanja-pozornosti-u-uslovima-vanrednog-stanja-zbog-covid19-virusa-tre-
      ba-sa-otpadom-bezbedno-i-pravilno-postupati/
51 This part of the report is made based on the report of Working group of the National Convention for the chapter 10 (DIS)

http://ambassadors-env.com/blog/2020/03/28/aor-e-kampanja-pozornosti-u-uslovima-vanrednog-stanja-zbog-covid19-virusa-treba-sa-otpadom-bezbedno-i-pravilno-postupati/
http://ambassadors-env.com/blog/2020/03/28/aor-e-kampanja-pozornosti-u-uslovima-vanrednog-stanja-zbog-covid19-virusa-treba-sa-otpadom-bezbedno-i-pravilno-postupati/
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The data presented show that IT companies have suffered significant damage from the epidemic and have to 
undertake many activities to recover.

Finally, if we look at the specific societal role of the ICT sector during the state of emergency, it has been shown 
that companies who digitalized their businesses regardless of the industry suffered less damage. They are more 
willing to rebuild the business and face business challenges even during a pandemic. The smaller ones depend 
on labor and adapt production more quickly to new conditions. It is expected that other companies will also 
intensify the processes of business digitalization. This will increase the demand for computers, other IT equip-
ment, software, and related IT services. Namely, many companies will also have to change their software or 
even order software for new business operations to adapt to unique needs and business conditions. This will 
bring more work for the IT companies who produce software.

The biggest problem for the domestic IT sector will be that some users will stop working. It will be incredibly 
difficult for IT companies that have done business with clients from the hospitality, tourism, transport, and some 
other activities whose operations are currently endangered. However, it is estimated that this will be a problem 
for a small number of IT companies, so the IT sector as a whole will be one of the carriers of recovery and mod-
ernization of the entire economy and public services.

In terms of the IT sector’s overall contribution during the state of emergency, it turned out that the IT sector 
and the solutions are more developed and advanced than previously thought. An example of this is schools and 
colleges that, right after the declaration of the state of emergency, continued working with the help of TV broad-
casts and the Internet. Many purchases and payments were made online. After all, the Internet has become the 
leading information infrastructure. Electronic prescriptions have released tens of thousands of people from the 
obligation to go to the doctor. Most basic citizens’ essential records are integrated within dozens of eGovern-
ment services, and many citizens do not have to go to the counters anymore. For example, citizens do not need 
to bring any documents for enrollment in primary school because they will obtain them through the eGovern-
ment portal (birth certificate, residence registration ...). Where the technological process made it possible, many 
companies switched to “remote work.” This prevented the interruption of business and major damages. Simul-
taneously, workers’ health safety has increased, and overheads have been reduced in companies while more 
free time is provided for employees. Teleworking has been introduced as an alternative to business closure, but 
increasingly for some, is also proving to be a possible way of doing business after the pandemic.

On the other hand, despite the significant increase in internet traffic, the network has remained functional and 
stable, though at the limit of its technical capabilities. After the state of emergency, intensive work on its further 
development is expected.

At the invitation of the Innovation Fund, in just a few days, about 300 initiatives arrived for innovation and 
various ways of applying high technology in the fight against the pandemic. Twelve initiatives are chosen to be 
funded by the state. Some of these innovations are UV sterilizer, disinfection cabin, IT platform for fast messag-
ing through medical systems in crises, protective masks with replaceable filters, and portable ozonizers for quick 
and safe disinfection of critical facilities. On the website www.digitalnasolidarnost.gov.rs there are links to about 
100 free digital platforms that allow distance learning, reading books, watching movies, working remotely, etc. 
This was offered by organizations such as Super school, Petlja, Telekom, Belgrade Philharmonic, National Library 
of Serbia, Microsoft, Yugoslav Cinematheque, National Museum, IT4Biz, and others.

The ban on movement and the need to restrict gatherings have also encouraged software to hold meetings 
remotely. These days, the business meetings and lectures are being held more often with the use of platforms: 
ZOOM, WebEx, Go To Meeting, and others. In this way, business and professional activities are supported, and 
work is done in a much more rational way. We are confident that software for remote meetings will be used 
frequently even after discontinuation state of emergency.

However, the Society for Informatics also points to several negative phenomena that intensified during the 
pandemic: endangering the privacy of citizens, spreading false news through social networks, alienating people, 
the rise of cybercrime, the Internet, and mobile phone addiction, and so on. These phenomena require more 
efficient measures from professional associations and the state because they jeopardize the overall beneficial 
effects of digitalization.
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Overall, the ICT sector has contributed to alleviating the problems caused by the pandemic during the state of 
emergency.

Finally, the question arises as to what the domestic ICT sector expects and what needs to be done without de-
lay? The digital economy and the ICT sector are striving to play a vital role in future economic recovery and Ser-
bia’s development. Many jobs and activities will no longer be done in the old way, and the ICT sector will change.

The ICT sector itself will suffer various consequences and must go through its transformation, for which it needs 
resources, staff, and time.

Representatives of the ICT sector expect state assistance in tax and contribution deductions for employees and 
more state-funded investment in business digitization. The government and relevant ministries should propose 
appropriate incentive measures. It is expected that the interest of the economy and social services in the dig-
italization of business renew and modernize work. It is necessary to envisage broader measures for education 
and financial incentives to digitalize business in the economy and social services. The Chamber of Commerce 
of Serbia has the role of coordinator and organizer of mass business digitalization. Electronic communication 
development needs to be further accelerated to support further business development via the Internet and 
mobile applications. Telecommunications operators need to innovate their development plans according to cur-
rent needs. To reiterate, the Ministry of Finance is expected to delay implementing the Independence Test for 
entrepreneurs-contractors. The NCEU Working group for Chapter 10, on April 28, 2020, discussed “Monitoring 
the condition and work of institutions and implementation of measures Governments during the pandemic 
crisis. “Problems related to non-existence of an integrated information system in health care, endangering the 
protection of personal data, spreading false news, failure to adopt a new Law on Electronic Communications and 
others. The observations were transmitted to the relevant authorities and organizations.

The declaration of the state of emergency due to the pandemic affects public procurement implementation in 
two ways. Some procurements that would be conducted regularly are postponed or suspended, while others, 
which have become necessary to control the disease, are performed. The state of emergency does not consti-
tute a legal basis for neglecting the Public Procurement Law. On the contrary, the law prescribes rules for such 
situations that need to be applied, and the citizens should receive as much valid information as possible. The 
goal of transparency is to strengthen trust between the authorities and citizens, which is most important when 
the success of the suppression of the epidemic depends on their cooperation.

The rule of the open public procurement procedure is enforced. However, the current law, in force until July 
1, 2020, allows deviations from this rule in many cases. One of them is prescribed in Article 36, paragraph 1, 
where it is said that the client may conduct a “negotiated procedure” if “due to extreme urgency caused by 
extraordinary circumstances or unforeseen events, the occurrence of which does not depend on the will of the 
contracting authority and which are not related to it,” would not conduct a tender. The Public Procurement Of-
fice gives an opinion on the necessity to do it, but the procuring entity may initiate proceedings without waiting. 
If possible, the contracting authority also strives to ensure competition in these procurements by inviting more 
bidders, taking care that the agreed price does not exceed the comparable market price, and controls delivery 
quality. It is essential to point out that public institutions must disclose a list of their needs in the available tender 
documents, even for these procurements. They must also publish on the state of Public Procurement Portal and 
their website documents on the initiated and completed procedure, as well as in the case of “ordinary” public 
procurement. The difference is reflected in significantly shorter deadlines. Thanks to transparency, a company 
can also apply for a job which is not directly invited, and the interested public has an equal opportunity to follow 
how they are spent public funds as in any other public procurement.

Public procurement in times of emergency or state 
of emergency in public procurement?52

52 Here, with his consent, we are presenting, in integrum, the latest text by Nemanja Nenadić (2020), originally written for Open door 
      of justice. Nenadic is the program director of the NGO Transparency Serbia, otherwise a member of the National Convention on 
      the EU.
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Thus, in the negotiation procedure, the Ministry of Health in just seven days, from March 11 to 18, 2020, pro-
cured 15 necessary respirators, paying for them, despite the urgency, about 30% less than they were initially 
ready to pay53. The transparency of this public procurement forced the media to ask logical questions on our 
public health system’s readiness to face the challenges of the epidemic. Contradictory answers have arrived at 
these logical questions. Citizens were first informed by the Prime that the information on the existing number 
of respirators is a “state secret” and that it is the same “all around the world”, but that we have “enough respi-
rators” and that procurement (of these 15 machines) is conducted for us to be “200% safe”. That same evening, 
the President of the Republic revealed the alleged state secret, stating that there are 1008 respirators. It is three 
times more than 12 years ago, during the previous flu pandemic (and previous government). However, soon the 
information appeared that we continue to procure respirators, but in what seems to be a “semi-gray” market 
and that the President has secured the purchase of 2200 of these devices. This sent two wrong messages - the 
first, that the previous, reassuring information was not accurate or complete.

There was no need for that because, in times of crisis, the situation changes quickly, and citizens would cer-
tainly understand and accept that they were told that the new assessment of the expert team requires the 
purchase of a larger number of respirators. Another wrong message is creating an impression from the high-
est place that state bodies are doing something illegal. Moreover, the information on new procurements was 
not verifiable in any way. There was no trace of them on the portal either of the public procurement office or 
on state bodies’ websites54.

Can public procurement be conducted without any procedure? Due to the inability to verify, it is impossible 
to say whether there were any illegalities in medical devices’ procurement. However, it is almost sure that 
no violation of the Law was necessary, so violations were probably not made. Namely, the Law on Public Pro-
curement itself, in Article 7, paragraph 1. Point 3 enables state authorities to procure items without the ap-
plication of prescribed procedures what is necessary to provide primary living conditions “in cases of natural 
disasters whose consequences endanger the lives or health of people or the environment.” Infectious diseas-
es are a natural disaster, so the procurement of what should save someone’s life in such situations (e.g., med-
icine, protective equipment, medical devices) falls under this exception. The fact that the Law is not applied 
enables an even faster reaction - instead of the procurement process to last for seven days, at least, it can be 
carried out as soon as the supplier is found. The state can buy from an individual or company that does not 
otherwise meet the conditions (owes taxes, the director of the company was convicted of a crime, the seller 
is not registered for a particular activity). The client does not have to prepare the tender documentation, nor 
immediately publish information on the implementation of the procurement, does not have to give guaran-
tees for the execution of the contract, etc. In other words, it’s hard to imagine any reason why there would 
be a need for the state to procure something contrary to regulations - if something is necessary to protect 
life and health, it is bought from someone who can sell the required goods and under conditions dictated by 
the seller. Since the cost could not have been planned, the funds for such purchases are provided by delaying 
those purchases, which are currently unnecessary. If that is not enough, the budget reserve can be used.

How to ensure transparency having all this in mind? The fact that the usual procedures do not have to be car-
ried out does not relieve the state authorities of the responsibility to respect public procurement principles, 
to the extent possible. One of these principles is transparency. If the obligation to publish these procurements 
at the moment of its implementation is not already prescribed, it does not mean that it must be completely 
secret. None of the published acts of the Government during the state of emergency defined such secrecy. 
Regulation restricting citizens’ constitutional rights during an emergency did not suspend the “right to being 
informed” and did not (nor could it) suspend the Law’s validity on public procurement55. What is probably 
happened in practice, but remained impossible to verify, is that some of the Government’s unpublished con-
clusions determined the confidentiality of documents on specific procurement procedures. Since the level of 
secrecy is always determined according to the purpose of protection, it was necessary to publish everything 
that cannot endanger the public interest and not only after the expiration of the state of emergency56. For 
example, since the state representatives have already announced that respirators, protective masks, raw ma-

53 http://portal.ujn.gov.rs/Dokumenti/DodelaUgovora.aspx?idd=2693846&idp=2682116&vz=2
54 https://www.transparentnost.org.rs/index.php/sr/aktivnosti-2/naslovna/11229-nabavka-respiratora-nedostajuce-informacije 
55 https://www.propisi.net/propisi-doneti-povodom-vanrednog-stanja-covid-19/ 
56 https://beta.rs/covid-19/125954-brnabic-kako-se-nabavljaju-respiratori-gradjanima-cemo-poloziti-racune-posle-vanrednog-stanja 
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terials for the production of medicines, etc. have been purchased, there is no justifiable reason not to publish 
information on how much was bought and how much was paid for it. If there is a reason not to disclose infor-
mation about suppliers, intermediaries, and the location at this time deliveries, for example, to protect their 
interests or ongoing negotiations, this can be left for later.

What would the publication of the data be for? It would be equally important and useful for citizens to hear 
from their country to what extent the conducted procurements enabled the protection of the population’s 
life and health, and what else is missing in our health system. Lack of information can create anxiety, and 
secrecy can create suspicion. On the other hand, a clear presentation of the state of affairs would encourage 
citizens to have confidence in the Government’s moves and behave more responsibly on their own and thus 
help the doctor’s efforts. In other words, the primary goal of transparency is at this point; there is no doubt 
that someone “wanted to steal money using the respirator,” but the strengthening of trust between citizens 
and Government.

As already written57, some of the urgent procurements of the Republic Health Insurance Fund have been 
started in the negotiated procedure (32 thousand masks with filter, almost 33 thousand disposable suits, etc.) 
but were suspended without explanation, referring to the (unpublished) conclusion of the Government. The 
reasons can only be guessed. Instead, they should be communicated - for example, if the purchase is i n the 
meantime agreed as a form of interstate cooperation, or if donations provide the funds.

It is also interesting that the new Law on Public Procurement58, which will be in force from July 7, 2020, does 
not provide the possibility of emergency procurement due to natural disasters to be carried out without the 
application of procedures and publication. Only the negotiated procedure described above could be applied to 
such cases59. This Law was adopted on the Government’s proposal and is based on the European Union’s rules.

When it comes to examples of delaying procurements that are not urgent without criteria, indeed, in addition 
to procurements that become urgent, some were planned but not necessary at the moment, so the desig-
nated funds could be used for something that is a priority. General rules in this regard are not prescribed, so 
the procuring entities themselves make decisions. Still, they may act in that regard according to some recom-
mendations or instructions that have not been published. The Regulation passed on March 20, 202060, stip-
ulates that during the emergency, by the decision of the Government, the funds may be redirected without 
restrictions to the current budget reserve, provided that this is done to mitigate the effects of the contagion. 
Thus, the Health Insurance Fund on March 3 had a transfer of 9.5 billion dinars, which were initially planned 
for the Ministry of Construction’s infrastructure works. However, there is no general obligation to review the 
need for planned public procurement, and it is questionable to what extent and in what way it is done in 
practice. Illustrative is the Ministry of Defense case, which received significant public attention61, although 
purchasing value was less than 500 thousand dinars. Namely, the requested services’ subject was defined as 
a “ministerial rating test”, which could hardly be justified regardless of the state of emergency. The arguments 
for carrying out this procedure were that “procurement is planned”, that this has been done for years and 
that “Other ministries are doing the same.” This shows that there was no general policy of reviewing public 
procurement needs in times of crisis.

Finally, whether public procurement is necessary or not, contracting authorities face challenges that did not 
exist before, and there is no single answer to the critical issues. The Public Procurement Office, nine days old 
upon the declaration of a state of emergency, issued a notice62 stating that the obligations under the Law are 
still valid, “Including deadlines for submission of bids, the procedure of public opening of bids, inspection of 

57 https://www.cins.rs/medicinska-oprema-i-rfzo-tajni-zakljucak-vlade-i-nevidljive-nabavke/ 
58 http://www.pravno-informacioni-sistem.rs/SlGlasnikPortal/eli/rep/sgrs/skupstina/zakon/2019/91/1 
59 Cases when the Law is not applied are prescribed in the articles 11-13, and the negotiation process in the article 61
60 Regulation on the use of the budget resources of the Republic of Serbia during the state of emergency due to the disease COVID-19 
      caused by the SARS-CoV-2 virus “Official Gazette of RS”, No. 38 of March 20, 2020.
61 https://www.transparentnost.org.rs/index.php/sr/aktivnosti-2/pod-lupom/11214-merenje-rejtinga-ministra-u-vreme-vanrednog--
      stanja 
62 http://www.ujn.gov.rs/vesti/obavestenje-u-vezi-sa-sprovodjenjem-postupaka-javnih-nabavki-u-toku-vanrednog-stanja/?sr_pis-
      mo=lat 
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the documentation on the conducted procedure by interested bidders, etc.” To those who cannot continue 
conducting the initiated procedures following the Law, it was pointed out that they can suspend the procure-
ment (Article 109, paragraph 2), whether they do so because “the need has ceased” or because they cannot 
complete the procurement from another reason. The organization Transparency Serbia determined that it 
was in a state of emergency during the first-month suspension was used more than usual, but the increase is 
not drastic. Namely, from March 16 to April 15, 2020, 822 public procurements were suspended, and in the 
same period a year earlier, it was 638. The Office recommended that new proceedings could not be initiated 
until “conditions are met”. Also, the PPO drew attention to the contracting authorities and the fact that they 
should consider the possibilities of the other contracting party to perform the contract. It would be possible 
to find appropriate provisions on business operations during the state of emergency in the tender docu-
mentation later demonstrated as necessary due to applying the rules on liability for improper execution and 
collection collateral.

In the context of the need for physical distancing, various difficulties may arise in conducting the procurement 
process. Although most public institutions work on the principle of duty and work from home, the prepara-
tion documentation remained possible. Some actions cannot be performed in this way, such as the public 
opening of bids. Thus, an epidemic cannot be a valid legal basis to deny stakeholders the right to attend and 
review the documentation submitted in hard copy directly. This could be compromised with rules on limited 
gathering and movement of citizens. Suppliers are also facing difficulties, both under existing and new public 
procurement contracts. If they are late due to extraordinary circumstances, they cannot bear the blame for 
that. Difficult business conditions in emergency times can further reduce competition and cause market pric-
es of goods, works, and services to increase sharply. This is more of a reason for the clients to postpone the 
implementation. On the other hand, there may be a situation where market disruption can have the opposite 
effect, so that companies, due to lack of work, offer their services significantly cheaper. That would be a rea-
son for the client to take the opportunity to conduct the procurement right now.

However, no regulation passed due to the state of emergency provides a valid legal basis for the Government 
to cease to settle its obligations for those jobs that have already been done, as allegedly happened in Bel-
grade63. Because of such moves, if there were lawsuits, even more money from the budget would be paid in 
the end. Also, if the quoted businessmen’s statements are correct, it would be absurd, because at the same 
time, as non-payment for the work done, it allocates several billion euros from the state budget64 - to help 
the economy.

63 https://www.raskrikavanje.rs/page.php?id=Drzava-moli-privatnike-da-ne-daju-otkaze-a-Beograd-odlucio-da-im-ne-placa-dugovan-
      ja--619 
64 https://www.mfin.gov.rs/aktivnosti/mali-dve-milijarde-evra-kredita-dostupno-privrednicima-i-26-milijardi-dinara-poljoprivrednicima/ 
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