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UDC Abstract: The negotiation act between Serbia and the European
339.92 Union began on the basis of Article 49 of the EU Contract. The act
(497.11:4- and development of negotiations will be led by Serbia’s progress in
672EU) the accession preparation, especially within the frame of economic
Review paper and social convergence. The progress will be measured especially in

meeting the Copenhagen criteria, as well as the requirements
defined by the Stabilization and Association Agreement. Also, the
accession implies accepting the institutional framework of the
Union, known as acquis. Acquis special importance for Serbia as a
candidate country have regarding economic issues and its
jurisdiction.In this sense, it is of great importance to have an
overview of facts presented in the paper, which relate to certain
economic categories, primarily the movement of Gross domestic
product and rate of (un)employment, as well as the steps that
Serbia took on their way to the Union.
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1. Introduction

The region of Southeastern Europe, including thikdes, has started tl
process of accessing the European Union notaldy flaan all the other parts
Europe which the members belong to. This situaitonot so surprising if w
take into consideratn all the events, on one, and development degra# thfe
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social relations in these territories, on the ofide. There was a certain shape
of multilateral cooperation in the Balkans, butviéis only temporary and there
has always been a certain amount of insecuritytootbe more precise,
imprecision. Until 1970’s, all attempts at a widend deeper cooperation
between the region’s countries were primarily aeenon the question of
security and establishing boundaries, and to atesstent, on the economic
safety and cooperation. The Balkans countries rsauezeeded in realizing
short-term regional organizations no more than timees: the first attempt
resulted in the Agreement of the Balkans entent&984, which lasted for six
years, and the other Balkans alliance of 1953, whimctioned for two years
only. (Markovi, 2009, p. 201).

Initiatives of new cooperation occurred at the soa®r between the 1980’s
and 1990’s. The reason of creating new initiativesurred as a result between
two processes. The first one was the separatidgheoEastern Bloc, where the
cooperation was heading towards tighter connedtiibin the European Union.
The second wave, or process, was the process sbldlion of the SFRJ.
Following the armed conflicts, the ideas that caveee aimed at stabilizing the
region and establishing multilateral cooperatiohege were the Conference on
Stability, Safety and Cooperation, later to be ndnSouth-East European
Cooperation Process (SEECP) of 1996, the RoyaurAomtess of 1996, the
Southeast European Cooperative Initiative (SECI3%7, the Stability Pact for
Southeastern Europe (SPSE) of 1999. Serbia, in @dsgm to other countries
of the Western Balkans, was the last to start nagmts on accessing EU. The
process of negotiation and accessing the Unioriffareht times is only partly
due to the armed conflicts, and mostly due to thequal economic
development of the countries, as well as the ured@idpment of the countries
and incompatibility of their economies. The regiooaoperation development
was supported by both USA and the EU, and this atipmegarded both the
improvement of economic position and strengthemihinternational position
and safety, and especially approaching the Europaash Euro-Atlantic
integrations. At the Ministerial Conference whiclasvheld in Thessaloniki in
1997, the following motion was ratified: “The Euesgm orientation of the
region’s countries is an integral part of the podit, economic and social
development. Their intention is to actively conttd to the European
integration, motivated and with such principles ethihelped establish and
develop what is today known as the European Uniion”.

All the afore mentioned initiatives had the goalirtgprove the multilateral
cooperation, which presents a basis for the ecandmielopment, political and
economic stabilization and establishment for a gegibnal cooperation. It can
be said that the cooperation in the Southeasteropeus being realized through
four frameworks (Markow, 2009, p. 203, 204 i 205).
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First of the four frameworks is the Internationalamework, which is
concerned with support of the whole internationaltyy which conditions,
directs, encourages and to a great extent financegional cooperation.
Financing is supported by the International Monetaund, World Bank and
their agencies, and the World Trade Organization.

The second framework is European, which is involiredhe previously
mentioned framework, with the tendency of becomdnginant. According to
the majority of authors, the region-oriented pcéitof the EU was conducted on
three levels: the first is establishing the Stab#act for South Eastern Europe,
which has the widest range and the biggest intiemeltsupport, the second is
the Stabilization and Association Process, andthive level is the CARDS
program since it is realized through the nation®ROS programs. The
European Commission supplemented them with regi@®RDS, so as to
achieve regional cooperation predicted by the #tatibn and Association
Agreement. 10% of all the available funds were Usethis.

The Regional Framework presents a sum total of all the activities of this
region’s countries, aligned with the internatioaad European Framework of
regional cooperation and motivated, primarily, I tinterests of their own
development. Insufficient efficiency of the intetioaal initiatives in the region
can be attributed to the very countries of theaegias there is not enough
initiative to use the available and seek new opmities. The last few years
have shown an increase of the countries’ activitvsich indicates a sound
awareness about this being the only way of joiriregUnion.

The fourth framework can surely be thHaub-Regional Framework,
according to which the countries are, by the rafeented on solving a regional
problem, and are based on the interest logic, Aedmost often regions of
cooperation are the infrastructure, transport, apol and the overseas
cooperation, culture and sports.

In order for the economic cooperation to be redlizmd the accession
criteria fulfilled, it is necessary to first accohgh stability in the region. This
task is especially important for the Western Batkalwithout establishing peace
and stability it is completely irrational to expdat the economic cooperation to
be established.

2. Serbia’s ‘Normative Path’ to the European Union

It is well known that the EU commission is conshasetting more demands
for the Western Balkans regarding the administeasigctor, but also regarding
the creation of public politics implementation. Afithese activities are realized
in the contest of accepting and implementatiorheflegal heritage of the EU.
New conditions for today’s candidate countriesaresult of certain difficulties
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which occurred during the ‘numerous’ accessior0id4. In order to overcome
all the potential obstacles, the EU commissionngdide OECD made the
Support for Improvement in Governance and Managék@mwn as th&Sgma
Program. The basic aim of the Program was to create l&gahework for
estimating progress of the candidate countriest tha the baselines for
establishing the EU accession criteria, for scecaliorizontal reforms. Namely,
the baselines were related to five areas that vdefined as crucial for
horizontal aspects of ruling.

According to Article 4(3) of the European Union @awct, every country
that aims for full membership must take adequatasue=snter alia, whether
general or individual, in order to make sure thalfilf the obligations from the
Establishment Agreement and other acts of the Usioimstitutions.
(Schimmenlfenning, Sedelmeier, 2004, p.506) Showd compare the
enactments of the first Establishment Agreemerthéocommitment in force,
we will see the growing level of obligations ane tmember states as well as
the states preparing for realization of their wsslier the EU membership.
According to Article 13 Treaty of European Unioayg@graph 1, as a part of the
Lisbon Contract, it is an obligation of the statemipers of the Union to
promote the values of the EU, progress in achiegmajs, interests, as well as
to provide consistency, efficiency and the contyaf politics and activities.
When it comes to candidate countries it is cleat they need to have strong
administrative ‘capacities’, in order to be able ¢ad all the negotiation
chapters, on one side, but also, to be ready #®rptiocess of adopting and
applying legal acts on the level of Union (Featters, Radelli, 2003, p.67).

Serbia has made big and very important steps os ftHBuropean’
road'There is no doubt that certain alterations in thientry’s legal framework
should have taken place at the very beginning. ftapo alterations of the most
important act, that is the state constitution, ardy just awaiting Serbia.
However, everything that has been done up to tlimemt has made way for
important progress in the status of Serbia fromafitée candidates for the EU
membership to opening negotiation chapters forcisession to this subject.
However, it is a fact that there is one plan doaurmaissing, which would
include all the priorities, including the system pifanning public politics.
Serbia, as one of the candidate countries, doedofiotv the same path the
other countries of same statute had. So, the gt@psandidate countries take in
the process of negotiation can differ for each tyurbut it is doubtless that
mutual elements can be recognized, especially e glocedural activities
(Communication from the Commission to the Europ®amliiament and the
Council, COM 2013, 700 final). In general, Serbés lexperiences of numerous
state members to compare and draw conclusions wtachserve as great
introduction to the membership. Analyses show thatjing the current status
and problems of Serbia in mind, one should congtikeiexample of the United
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Kingdom (at the time of UK’s accession), Latvia aRdland. Mainly, it is
necessary to have the analysis of the problemscteadly defined goals as
starting points of the long European road. In thenner, all of the participants
will find it easier to later implement all the meass taken.

3. Serbia as a part of EU’s internal market

The economic integration with the EU, yes or naj &aow should Serbia
answer this question? The numbers in this castharmost accurate indicators.
Namely, the Union is Serbia’s leading businessneart- 58,1% of the whole
export and 58,2% of import in Serbia in 2012 wasaed towards the Union.
Compared to the previous year, there is an ingaamnt defeat on both sides.
Serbia’s export into EU is in faster growth thamiibport. The state members of
CEFTA record 32.4% of whole export and 10.4% ofiftgort in 2012 in
relations with EU. This shows that the trade indg¢ign with EU still remains at
a significant level.

Taking into account a certain parametric (in ecocosense), it can be
noted that positive steps were taken in Serbia.tWh8&erbia has done so far
and what lies ahead in order to meet all the requénts in order to establish a
market system that can successfully work with aketasystem that exists in the
European Union It is certainly necessary to conduwecherous reforms, mainly
legislative, and then restructuring of the economy.

One of the more important factors that can prowrehs a growth in the
economy is the movement of theoss domestic product. Namely, the period of
2000-2008 showed growth of GDP in Serbia.

Tablel Movement of the Growing Rate of GDP in Serbiain the period of 2000-2008
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
BDP | 5,3% | 5,6%| 3,9%| 2,49 8,3% 56%, 52 55% 5,8%

Source: www.mrrls.gov.rs

By taking a look at the data from chart 1, one canclude that the growth
of gross domestic product in the period of 200580@s relatively stable and
it amounted about 5%. As 2009 was the year of wadd crisis, this also
reflected on Serbia. 2009 saw the decrease of giamsestic product by 3,1%.
No sooner than 2010, the economy started to recavel made progress of
only 1% of the GDP. However, economic recovery wémulated by the
growth of export into the EU, which unfortunatetgpiged mid 2011 due to the
negative effects of the global economic crisis,eesgly due to the decline of
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economic growth and financial problems in the ezone! The result of all of
this is that, even in the deteriorated conditid®sl 1 brought a realistic growth
of GDP by 1.6% which was a consequence of the asong industrial and
agricultural development, construction, traffic atelecommunications. The
largest positive contribution to the growth of GloBmes from the sector of
informing and communications at 0,9%, the sectoindistry at 0,6%, while
the largest negative effect was the consequentteealecrease in trade of GDP
at -1,7%. The reason for this was the fall of fisehsumption. Besides this,
there has been a fall of investment in fixed asgetshe value of -3,4%.
However, there have been some unfavorable moveméesonomic activities
of the countries that are connected with Serbiautin foreign trade (mostly the
countries of the European Union), so all of this ladfected the decrease of
demand for Serbian products, as well as the dezrgfasconomic growth. For
sake of clearer view, and comparison to other a@msitin the Region, the
movement of gross domestic product will be preskbiah through chart and
graph.

Table2Movement of therate of GDP in Serbiaand region in the period of 2001-2012°

2001-2008 2009 2010 2011 2012
EU 27 2,0 -4,3 2,1 1,6 -0,3
Bulgaria 5,8 -5,5 0,4 1,8 0,8
Hungary 3,2 -6,8 1,3 1,6 -1,7
Romania 6,3 -6,6 -1,1 2,2 0,3
Croatia 4.3 -6,9 -2,3 0,0 -2,0
Serbia 49 -3,5 1,0 1,6 -1,7
BandH 4,9 -2,9 0,7 1,3
Montenegro 5,0 -5,7 2,5 2,8
Macedonia 3,0 -0,9 2,9 2,8 0,0

Source: www.mrrls.gov.rs

By looking at this data, we can conclude that Zerbas followed
movements in the region and that even some negedsudts were mostly the
consequence of economic events and crises which ewdrof the reach of the
economic powers in the country.

Yportal of the National Assembly of the RepubliSefbia, http:/Aww.parlament.gov.rs/, The fiscal
strategy for 2013 with projections for 2014 and204.7. Document taken 28.09.2013 at 15:36.
2 Portal of the Ministry of Regional Developmentidrocal Government, www.mrrls.gov.rs, Report
on development of Serbia for 2012, p. 21. Docurramn 28.09.2013 at 16:13.
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Graph 1 Movement of the % of GDP in Serbiaand region in the period of 2001-2012°

= = Byrapcia

XpEarcia

Cpbnja

0% Pyrayamja

10,0 -

8,0 A

6,0 4

4,0 4

2,0 4

0,0

-2,0 4

4.0 4

-6,0 4

8,0

Source: Eurostat, RZS

Another important indicator of a country’s econongiowth is inflation.
Observing the period from 2001-2012, it can beestahat macroeconomic
stability was established at this time. The reasvtability in price was gained
by the conditions of established liberalizationttod market, refrorms of fiscal
system, along with phased elimination of the mogtdrtant pricing disparity.
Although inflation has notably decreased over tiiteeaverage annual level of
12,5% has pointed to the existence of the intemmatroeconomic imbalance.
Cyclic fluctuations in the movement are characterigor the transitional
period. Despite the positive trend (from 40,7% @92 to 12,2% in 2012) the
overall inflation is still very high. In the pericaf 2001-2008 the inflation was
measured by retail price method, and from 2009ftfieial measure of inflation
in Serbia has been the growth of consumer pricgsh® end of 2012, inflation
has reached the YOY level of 12,2%, and the avemgeual growth of
consumer prices was 7,8% and it was above thegbegjevalues. The target rate
of inflation was 4%+/- 1,5% However, the growth afnhsumer prices was
largely due to the growth of food price which waduced by the unfavorable
agricultural season and the growth of primary agnical products’ global
prices. Compared to its neighboring countries, i@ehlas the highest average
annual rate of inflation, which was 11,2% in 20The higher inflation in
Serbia compared to the inflation in neighboringrdaes led to the increase in
prices of domestic import. This increase in img@as$ caused increase in search

® Portal of the Republic Institute for Statisticstioé Republic of Serbia, www.statserb.sr.gov.yu,
chart taken 28.09.2013. at 16:25.
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of the foreign currency and has led the sale ofakiim currency to depreciation
of national currency. Namely, if we observe thdatibn in 2009 and 2010, it
has decreased in comparison to the earlier pevitith is the result of the
Government's measures, depicted in the freeze mdipes and salaries in the
public sector in this time interval. The resultibfall was that in December
2011, inflation was by 7% higher than targeted, end012 it was targeted to
4%+/- 1,5%. However, the inflation was significgntligher, which is not to be
found unusual, considering the conditions in adrira, but also the inclusion
of VAT of 20%, even though until then it was 18%.

Table 3 M acroeconomic movementsin Serbia in the period of 2001-2012*

2001 | 2008 | 2009 | 2010 2011 | 2012
GDP in hillions of Euros 12,8 32,7 28,9 28,0 31,5 29,b
GDP, reahsgfc(;(()) the growth 53 38 35 1,0 16 1.7
Inflation, the end of period 40,7 6,8 6,6 10,3 7,0 12,
Rate in RSD/EUR (avg.) 590,78 | 81,44 93,93 103,04 101,95 113,33
Deficit of running budget %

GDP 2,2 -21,6 -6,6 -6,7 -9,1 -10,%
Foreign direct investments
% GDP 1,4 5,6 4.8 3,1 6,1 0,8
Reserves of NBSin billions 1,33 819 10,6 10,0 121 10,0
of EUR
Fiscal deficit % GDP -0,5 -2,6 -4.5 -4,7 -4,9 -6,4
Public debt %GDP 105,2 29,2 34,7 44,5 48,2 59,8
External debt %GDP 85,5 64,5 77,7 84,9 76,7 85,p
Private eﬁgg""' debt% | 55 | 446| 508| 525| 424 45

Source: www.mrrls.gov.rs,

The movements of gross domestic product and ioflatbut also of other
indicators shown in the chart, which are of greaportance for one country’s
economy, reflect on the life standard of the sgcikt this way, life standard is
one of the important indicators in analyzing theremmic indicators which are
of importance for joining the European Union. Thewgh of life standard in
the period of 2001-2008 was a result of the dynagnawth of salaries and
pensions. The underlying problem is that the adcgeg of the economic
growth were transferred onto the society throughgtowth of salaries, and not
through the growth of employment. The average gatsached the level of 400
Euros, which makes one third of the European agetdgwever, the coming of

4 Portal of the Ministry of Regional Development abocal Government, www.mrrls.gov.rs,
Report on development of Serbia for 2012, p. 25.ubwent taken 28.09.2013. at 16:13.
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global economic crisis was followed by the fall eonomic activity and
decrease of growth in salaries, as well as growtimemployment. The logical
consequence of the deteriorated macroeconomidisitua the deteriorated life
standard. The second wave of the economic cris®it?2 brought even more
negative movements in the field of trade, averaderg fell to as much as 366
Euros. If we should take a look at the surroundingsptsehas higher salaries
in comparison to Bulgaria, Macedonia and Romania)dwer in comparison to
Croatia, Hungary and Bosnia and Herzegovina.

Negative trends of employment decrease and unemglolyincrease before
the transitional period continued, even in the gadrbiggest economy growth.
As previously mentioned, there was an increasensions and salaries, but the
number of employees was still decreasing. With deerease of employees,
structural problems of economy and society canwmittace. The reason for this
was the duality of the labor market in Serbia, veheinumber of employees had
a high certainty of employment, whereas the otlaet pf the employees works
on the so called margins and has very low certasfitgmployment. Namely,
the private sector has adjusted and continues jugstatb the newly created
economic conditions. However, the public sector wasproperly adjusted to
the given situation. The very high level of unenyphent is the consequence of
the transitional restructuring through layoff invatized companies, and this
problem is becoming more and more present becafistheo continuing
ownership transformation and company restructuridgsitive signals were
marked in October 2012, when the level of unempleyindecreased by 1,2%,
which makes 8 270 peop‘ie'l?he labor market in Serbia is characterized by the
inadequacy between the supply and demand for warkf@nd this inadequacy
is constantly increasing due to the discrepancythiem qualifying age and
professional structure.

The rate of unemployment in Serbia is 24,6%, amda¥erage rate in the
European Union is 10,3%. It is also important téenihat in Serbia there is a
high rate of unemployment of about 51% for peogleger that 25, while in the
Union it is 22,6%. In the process of restructurfrmm 2007 to 2012, 92 000
people lost their jobs, 85 000 of which were in thal sector and 7 000 in the
public sector. A part of this was absorbed by thieepreneurial sector in during
2008. However, as soon as in 2009, the entreprihesgctor reduced the
number of employees by 106, 000, which is 21,5%aWtan be concluded
from chart no. 4 is that the rate of unemploymeat imcreased, and the rate of
employment has decreased. The period that wasildedén the chart was from
2008 to April 2013. Hereby, the data relate to pleecentage of working-age
population older than the age of 15.

® National Statistics Office, www.statserb.sr.govWiebsite visited: 15.11.2013 at 18:16.
® portal of the Ministry of Regional Development angcal Government, www.mrrls.gov.rs,
Report on development of Serbia for 2012, p. 12. Document taken 28.09.2013.u 16:13.
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Table 4 Movement of rate of employment/unemployment in Serbia
in the period of 2008-2013’

2012/ | 2013/

2008 2009 | 2010 | 2011
oct apr

Rates of activity, employment, inactivity, unempiognt

REPUBLIC OF SERBIA

Rate of unemployment 14.4 16.9 20.0 23.6 23.1 25.0

Rate of employment 53.7 50.4 | 47.2 454 46.4 45.8

Source: www.mrrls.gov.rs

One of the more important economic indicators ésdtirrency of dinar. The
National Bank of Serbia follows the policy of thedting exchange rate. The
economic crisis of 2008 and its second wave in 20&4ulted in the
destabilization of the exchange market and devaluaif national currencies
worldwide, not just in Serbia. In 2008 dinar govaleied by 4.9% and in 2009
by 2.3%, as well as 3.1% in 2010. In 2011 dinartetbto float differently as it
began to revalue. Dinar revalued by 4.4% which svatear indication that the
financial resistance of Serbia to outside shocksuve stronger than it had been
a few years back. The following year, dinar devdlirerelation to that of euro
by 8% and by 6.2% in relation to the American dolla

One of many such indicators are foreign direct stiveents which, from
2001 to 2012 amounted to 15.1 billion euros nethvior Serbia, as they peaked
in 2006 by reaching 3.3 billion dollars worth of/@stment. The major part of
foreign direct investments covered the purchasifigparts of domestic
government-owned and public corporations, as wall anks, through
privatization by tender offering and auctions. 1812, these investments in
Serbia amounted to only 231.9 million euros nettivarhich was a significant
decrease in relation to the previous years. In 2a18 billion euros were
invested, which were at that point the highest amoof foreign direct
investments in relation to the whole region.

There were a number of public financial reformgha past 12 years that
resulted in the modernization of the fiscal systé@ime taxation system became
competitive in the region and was highly harmoningth the standards of the
European Union. From 2005 to 2012, the public edfiare of Serbia took
large part with 45.8% of the overall gross domeptizduct. It was during the
crisis that the poor size and structure of the ipidggending came to prominence
in Serbia. In 2012, the public expenditure tookt pargross domestic product
with 47,9%. The fiscal position of Serbia worsenafer a surplus was
accomplished in 2005 and in effect the public debtlted in a serious deficit

" National Statistics Office, www.statserb.sr.govWiebsite visited: 15.11.2013. at 18:16.
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which naturally got financed via loans which unalatily lead to the public
debt being a part of the overall gross domestidyet Having in mind that the
one of the prerequisites in order to join the EeapUnion is cooperation with
the International Monetary Fund, the fiscal defigsias in 2009 and 2010
acceptable, in regard with what was agreed on thighinternational Monetary
Fund (4.5% and 4.7% respectively). The numbers wiendar in 2011 (4.9%),

whilst in 2012 the deficit noticeably increased@d%. Improving the legal

framework and creating modern institutions willfgriabout a more effective
functioning of the complete system of public finescThis claim is supported
by the fact that the Government of Serbia adopte2Di 2 the fiscal strategy for
2013 with the projections for 2014 and 2015.

Namely, by looking at the following graph we maytioe the flow of the
aforementioned parameters which indicate the sfatee economy.

Graph 2 Theflow of the basic economic indicatorsfor Serbia from 2001 to 2012°
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All these indicators show with unamity that Senvi@s on a great economic
rise up until 2008. Afterwards, due to the worldavickisis a number of shocks
occurred which undermined the freshly started econprogress in Serbia.

4. The process of integration of Serbia and European Union

In order to establish cooperation with the Europdaion on all fields and
especially the economic one, Serbia has to be & gfathe process of
integration. There are several reasons that leathiegaconclusion that Serbia
should become a member of the European Union aadbthose reasons is by
all means its central position in the Balkans. felttas clear intentions in
forming bilateral and multilateral partnerships lwithe countries from the
region and the members of the European Union at wehmely, regional
partnership and cooperation are implied because siibolize a requirement
for the upkeep of peace and stability in the reglwth politically and
economically.

Bilateral partnership of Serbia with the Europeamadd is institutionally
reflected in signing different types of agreemestsl treaties in the field of
economy, infrastructure, culture, science, edunasport etc. When it comes to
functional cooperation, it can occur on both hamiazb and sector levels
(Markovi¢, 2009, p.207). Sectoral cooperation implies pastmip in the field of
foreign commerce, forming a mutual investment spaaautual electric power
market, partnerships in the field of infrastructuaed joint war against
organized crime. This type of partnership impliesmeration between sectors
which in turn implies cooperation between two orrencountries. Horizontal
cooperation implies establishing direct connectiord partnerships between
two concrete parties in order to accomplish a gertgpal or reach certain
interests. This type of cooperation does not reqtive involvement of the
Government. For example, horizontal cooperation répresented by a
connection between two places in two different ¢oes, by a formed network
of commerce boards, and many times by partnerdl@pseen educational and
cultural institutions which are solely voluntary.

Establishing multilateral partnerships with the mivigs in the region is
completed through three steps of integration pisE®s euroatlantic (the
European Council, the European Union and NATO)sé¢hdirected towards the
Balkans itself (Stability Pact for South Easterrrdpe, South-East European
Cooperation Process) and those directed towardsn#dighboring regions
(Central European Initiative, Adriatic lonian l@itive, the Danube Cooperation
Process, Organization of the Black Sea Economig@adion) (Markow, 009,

p. 207). The first round implies the process ofn@mization and cooperation
between the countries which in turn implies for ttmntries of the Western
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Balkans the process of stabilization and joiningolwithen opens up the space
for entering the European Union.

When it comes to the attractive geographical locetaf Serbia, it is implied
that Serbia is the crossroads for three importaamtsit corridors in the South
Eastern Europe: the Danube Corridor (connects Gurnaand Austria with
Turkey, The Black Sea and The Middle East), ThenBiMain-Danube Canal
is the single longest river traffic route in Eurppath Danube making a 588
kilometer passage through Serbia, and the third ¢me corridor between
Belgrade and Montenegrin port of Bar which conngles south of Italy with
Romania, The Ukraine and Russia.

Apart from attractive geographical location, theesof the market is of
paramount importance because Serbia covers aro0f6l @ overall ex-
Yugoslav market. Having in mind that the capacifyir@ustrial facilities in
Serbia was meant for a large market, Serbia eneoaeohta problem of where to
export the surplus of its products, making it ladicenough that once
commercial blockages get eliminated Serbia wiltlfspace to put its surplus in
proper places. The solution for Serbia's problerasisblishing good regional
cooperation in the economic field, but also spésibn of economy with a
view to transition to open commerce economy.

As everything else goes, the integration into thuoBean Union has its
pros and cons. Reasons for establishing strongmappartnerships include:

« the need to join the European Union through esthainlg good regional
cooperation

* mutual awareness of the neighboring countries et the limitations
of the national markets, levels of economic powise need for
developing infrastructure, the need to regulateitbeeasing number of
social and economic problems on regional and iatemmal level

» the external pressure of the European Union onctwntries in the
Balkans in order to establish a strong and effeativoperation

» the ability to fight against the pressure of thempetition in the
European Union market.

The economical reforms are advancing very slowly.isl a general
impression that the private sector is still veryakieespecially because it has not
been systematically legislated. Domestic and foreiigficits are still very
severe, and there are also serious structural déstan order for them to
increase. In addition, the functioning of marketchemisms is burdened by
numerous strains and legal insecurities.

The supply and demand tension for qualified labmicéd is one of the
existing problems of the Serbian economy. The dituta system produces a
labor force which is not in accordance with the deef the economy.



294 Gavrilovié, Radenkovié Jocié/Economic Themes, 52 (3): 281-296

Consequently, a high unemployment rate occurs wilinv and mid educated
population, and in the long term within young highldducated people. In
October 2012, Serbian Government ratified an edwwat strategy, which
should bring about a number of effective measunekimprove the quality of
education by 2020. But, the proposal of the agtiam which should follow the
administration of the strategy has not yet been pileah, and the fiscal
consolidation has not followed the bills of thedalforce market. Therefore, the
educational strategy as a part of the economiameforemains and ambition
that is to be proven and implemented. By lookingdidferent sectors, the
disadvantage of the current situation is surelyftot that the employment is
greatly jeopardized, and that this trend is seotatinue. For example, economy
is being dominated by servicing sector, althougirdhis a noticeable part of
agriculture as well.

Improvement of the physical infrastructure is astant need of a domestic
economy. (Featherstone, Radelli, 2003, p. 146). Gbeernment increased the
scope of investments to 3.7% of the gross domgstduct in 2012 but it
remained low and recorded a decrease by 37% ifirtheight months of 2013.
The state administration faces problems that atekwewn and present for far
too long. The Government of Serbia cannot clainoignce, so it is required
that it shows ability and will to fight for foreiggirect investments.

The presence and importance of the Government téenstressed enough,
especially when it comes to limiting helping comigan 2012 must not happen
again when the Government helped the companies @8 than the previous
year and partook in the gross domestic product ®j6P6. Looking at the
statistical data, it can be said that the Governiraaevenly distributed its help
between sectors. A separate problem concerns mbsipatructures, which
are directed towards specific sectoral servicesvamdh in turn received more
than the half of the overall help of the Governntéat was distributed between
domestic companies. Standard international critemjglies that the help of the
Government must be constantly checked in placéonttany exceptions being
made when it comes to private companies (Peterghty2001, p. 506). New
measures of the Government assistance must baratitally notified before
coming into force. The committee for the controktleé Government assistance,
as an independent entity, must insist on enforcihg regulations for
compensation, that is, the return of the illeggilen governmental assistance.

5. Conclusion

Serbia, therefore, accentuated the impulse ofdéf@ms and intensified its
contact with the neighboring countries, in order ¢stablish positive
contribution to the regional cooperation. The nedimins framework was
adopted in the Council of the European Union, whsajnals the complete
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readiness of the European Union to support eveyy tftat has been undertaken
by Serbia. In terms of economic criteria which néede met, Serbia made a
significant progress towards creating functionarkeeconomy. Serbia needs
to make a noticeable endeavor in restructuringedésnomy, so that it can be
soon ready to fight the pressure of the competittonthe market of the
European Union.

In 2012, Serbia went through another recession. édew the increase in
export mitigated the effects of the weakened doimetgmands and brought
about a mild and uneven recovery in the first @lf2013. A number of
endeavors were made in order to reach fiscal cmadmins, especially in terms
of revenue. A desire was shown to restructure gowent-owned corporations.
In "Strategy of expansion and major challenges 2ZB4", which represents a
specific form of communication between The Europ€mmmittee and The
European Parliament, it is said that Serbia madmeyrpss in war against
corruption, as well as improvements in terms of ppeiary rights
(Communication from the Commission to the Europ@amliament and the
Council, COM 2013, 700 final).

The growth remains limited none the less and tret figns of economic
recovery in 2013 have not reflected on the labocanarket. Unemployment
and budget deficit are still very high. Strict demda of the labor market and
constant employment rates are important if notrttuwst important challenge
right now. A managable ratified fiscal bill is $tihcking. The presence of the
Government in economic relations is important anolvegnment-owned
corporations continue to accumulate great losskis. i§ the state Serbia finds
itself at the moment as it is about to enter negotis towards joining the
European Union. Therefore, Serbia must continudn witproving business
environment and make strong endeavors in orderstabksh a competitive
private sector. The functioning of market mechasiss burdened by legal
insecurities and corruption, too. Therefore, tleéigment represents an important
and serious challenge.

If there is a question of whether Serbia has thesipdities to take on the
responsibilities coming from the European Uniomaot, the answer is clear that
it has to, above all, continue with adapting igidtative system to the demands
of the European Union. The pivotal obligation i® thatification of acquis,
starting with the ratification of appropriate legaits and ending with its actual
implementation. What is considered essential (dodilsl therefore repeated) is
the prevention of corruption, so in this sensedh&a very important role of the
legislative solutions on procurement, indepenceesitral bank, and especially,
creating the institutional framework of politics rfesmall and medium
companies. However, the work is much more commexit transfers to other
areas as well, such as the rights of intelectugpgmty, the policy of agriculture
development, environmental protection, human rights
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SARADNJA REPUBLIKE SRBIJE I EVROPSKE UNIJE
U PERIODU OTVARANJA PREGOVORA O PRISTUPANJU

Apstrakt: Postupak pregovaranja izmedu Srbije 1 Evropske unije otpoceo je na
osnovu c¢lana 49. Ugovora o EU. Postupak i1 razvoj pregovora biée vodeni
progresom Srbije u pripremi pristupanja, posebno unutar okvira ekonomske 1
socijalne konvergencije. Napredak ¢e biti meren posebno u ispunjavanju
Kopenhaskih kriterijuma, kao 1 uslova definisanih Sporazumom o stabilizaciji
1 pridruzivanju. Takode, pristupanje imlicira prihvatanje institucionalnog
okvira Unije, poznatog kao acquis. Tekovine Evropske unije poseban znacaj za
Srbiju kao zemlju kandidata imaju u pogledu ekonomskih pitanja i njene
jurisdikcije. U tom pravcu je od vaznosti pregled podataka prikazanih u radu,
koji se odnose na odredene ekonomske kategorije, pre svih kretanje bruto
drustvenog proizvoda i stope (ne)zaposlenosti, kao i koraka koje je Srbija
preduzimala na svom putu ka Uniji.

Kljuéne reci: pristupanje, BDP, zaposlenost, harmonizacija, konkurentnost



