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Executive Summary

USAID/Serbiaand Montenegro (SaM) is currently in the process of developing a multi-
year country strategy. As part of this process, the Mission has requested ass stance of
USAID/Washington experts to aid in developing its trade strategy. With the Misson's
increasing focus on economic development and job creation in mind, the objective will be
to evaduate current activities, to identify specific congtraints and programmeatic gaps, and
to determine what strategy should be adopted.

Key Findings

SaM lacks a comprehensive, actionable trade strategy, vison and plan for
increasing investment, exports and regiona and globd integration. (In Serbia
particularly, fractious political processes and far too little didogue with the
private sector have produced no consensus, vision or strategy for trade,
invesment and integration.)

The paliticad environment in SaM is not conducive to atracting FDI, particularly
new green-field investments (eg. uncertainty and risk associated with the status

of Serbiaand Montenegro, the status of Kasovo, resolution of The Hague war
crimes issues, the resurgence of radicd politica parties, fragile ruling coditions
that send mixed messages to the business community and thet have an uneven
reform agenda and record, and the perceived remoteness of on to the EV).

For policy, legd, regulatory and indtitutiona reasons aswell asthe overdl lack of
competitiveness of Serbian economic sectors and products, SaM exports far too
little, especidly given the rdatively large volume of itsimports, thereby cregting
acurrent account deficit of serious concern.

The dow development of effective private-public partnerships and didogue is
insufficient to achieve a policy and economic environment conducive to
accelerated investment, trade and growth of job-creating private enterprises.

SaM is not fully complying with its (bilatera or regiond) trade agreements.

Recommendations

Serbia

1. Continue support for the export promotion activities of the SEDP project.
This should include:

a) Effortsto diversify the product mix to concentrate more on producing and
exporting products that utilize higher-skilled labor. Thiswould increase
integration with the EU and other global markets and would provide for
higher wages and a higher standard of living for Serbians.



b) Effortsto improve the competitiveness of products through improvements
in product quality, packaging and marketing aswell as efforts to improve
compliance with internationa product standards.

c) Looking at product sectors other than the six currently under
consderation, particularly automobile parts and telecomm. This should
include increasing efforts to develop medium-sized enterprises.

d) Increase emphasis on and regularize public/private sector dialogue and
action on policy, legd and regulatory reforms amed at removing obstacles
to foreign and domestic investment. This didogue should include not only
business associations like FIC and AmCham, but also local economic
think tanks with the capacity to inform policy making with datistica
andyses and policy briefs,

2. Support SIEPA in itseffortsto promote exports. Public/priveate partnership in
Serbiaisreatively undeveloped. Organizations working on export promotion,
such as SIEPA, should be supported. A law that clearly describes SIEPA’s
respongbilities and that provides for autonomy from the government would be of
great help as would an gppropriate level of funding and support saff. Also,

SIEPA should be encouraged to seek more feedback from the private sector, from
such organizations as FIC and AmCham, and from economic think tanks as well.
This support need not necessarily involve additiond funding from USAID, but the
Mission should encourage SIEPA to develop closer relations with the private
sector.

3. Assstin preparation for WTO accession. Serbiatill hasalot of work to do
before it will be ready for WTO accesson, a pre-condition to EU accession.
Although direct assistance to the governmert in this areais not currently alowed,
preparatory work, such as the work with unions, which is currently being done,
should be continued.

4. Support the Ministry of Foreign Economic Relationsin its effortsto work
with the Stability Pact Trade Working Group. Thiswould include the group’s
efforts towards developing asingle FTA for SEE and its efforts to remove NTBs.
Serbia has anumber of NTBsin place, induding onerous licensng requirements
for sted products, import quotas, specid import levies, seasond import charges
and high road tolls charged to foreigners. These serve as a hindrance to trade.
They aso encourage other trading partnersto retdiate with their own NTBs
agang Serbia. Mission personnd should participate actively and regularly in the
Stability Pact Trade Working Group and should promote its agendato larger
audiences within the public and private sectors and donor community.

5. Support enhancement of FTA with Russia. This could include support for
enhanced communications with U.S. businesses about the advantages of the FTA



for thelr companies, i.e., that U.S. products could be further manufactured in
Serbia and then sent to the large Russian market at preferentid tariff rates. U.S.
Sted, through its Economic Development Center and the American Chamber
should be interested in doing this.

6. Encourage public/private partnership to aid in removing customs/bor der
obstacles. Although Serbian Customs has made progress in implementing needed
reforms, there are still problems with delays at the border. A big problem that
was identified was the lack of coordination among the various agencies ingpecting
importations at the border. USAID could encourage reforms in the customs laws,
such as achange to dlow Serbian Customs to coordinate other agency inspections
at the border and to provide for as much of the entry process as possible to be
done prior to arriva at the border (electronic advance filing of documents, etc.).
USAID could dso facilitate roundtable discussions to assess the most serious
obstacles that ill confront exporters and importers and to determine what should
and can be done to meet the needs of business.

7. Support development of tourism on the Danube. Thismay require
participation in a multi-donor project or a series of coordinated single donor
projects, but there are severd things that could be done without a greet ded of
expense. These could include:

a) Support the Ministry of Trade, Tourism and Servicesto beinvolved in the
work of the Danube Tourist Commission in Vienna

b) Return of the hydrofoil that previoudy took passengers from Belgrade to
Iron Gatesin only 1& 1/2 hours.

¢) Work with the private sector to advertise the advantages of tourism on the
Danube.

d) Support thelocd community efforts to restore the fortressin Smederevo
and enlist volunteer support to clean up and restore other historic Sites.

Montenegro

1. Work with the government to provide incentivesfor tourism. Thiscould
include working with the government to provide VAT exemptions for tourism
(particularly for hotels) and making sure that other incentives for exports apply
equdly to tourism.

2. Support the BAH competitiveness project (or other project) in effort to
incr ease the competitiveness of Montenegro products. Thiswould include
efforts to improve the qudity of products and compliance with internationa
dandards as wdll as labeling and marketing issues.

3. Continue support of public/private partner ship. Thisisfarly well developed
in Montenegro. The efforts of MBA, supported by CIPE and CEED are
epecidly impressive. However, the Union of Employers seemsto have



accomplished quite a bit with very little resources. It, likethe MBA, is daffed by
some very enthusiastic young people eager to see changesin Montenegro. It
would be interesting to see what this group could do with alittle bit of money.

. Congder introducing a customs integrity project. Montenegro continuesto
have serious problems with smuggling and corruption in the Customs Service. A
suggestion might be to indtitute a customs integrity project. The EGAT/EG office
at USAID has an existing mechanism for doing this and we would be happy to
discussit with you.

. Continue support of WTO accesson. The WTO Accesson Project in
Montenegro has made very good progress and their efforts should be encouraged.



l. Purpose and M ethodol ogy

USAID/Serbiaand Montenegro (SaM) is currently in the process of developing a multi-
year country strategy. As part of this process, the Mission has requested ass stance of
USAID/Washington experts to aid in developing its trade strategy. With the Misson's
increasing focus on economic development and job creation in mind, the objective will be
to evauate current activities, to identify specific constraints and programmeatic gaps, and
to determine what strategy should be adopted as current programs wind down.

The objectives of this assessment, as dtated in the Statement of Work are to:

1. Look at optionsfor regiond market integration with aview toward
increasing regiond and globd trade;

2. Assesswhat has been done and is currently being done by other
USAID projects and other donors in areas that impact trade capacity in
order to identify gaps,

3. ldentify trade congtraints in Serbia and Montenegro;

4. |dentify competitive sectors for purposes of regiona and globa trade;
and

5. Assessthe feashility of developing a project to take better advantage
of the Danube River as a trade and transport corridor.

In Serbia, USAID isinvolved in efforts to support capacity-building activitiesin order to
address condraints to growth and trade. The emphasisis on increasing exports, attracting
foreign investment and job creation. USAID will continue to support assistance leading
to anincreasein Serbia’s participation in regiond and globd trade and investment. The
Serbian Enterprise Development Project (SEDP), a USAID-funded project, has been
working with businesses in Serbia to expand markets, create jobs and improve
compstitiveness. SEDP hasidentified 9x sectors in which to concentrate its efforts: fruit
products, tourism, furniture, pharmaceutical research, technology and appardl.

In Montenegro, USAID is providing more direct assistance to businesses through anew
competitiveness project that focuses on the tourism, agriculture and wood processing
sectors. USAID isworking to advance the policy and economic framework for
sustainable economic growth and emergence of a viable private sector.

The assessment team consisted of one trade expert from USAID/Washington (Jan Forest,
EGAT/EG/TI). Numerous documents were reviewed prior to traveling to SaM. A
selected ligt is attached as Appendix I. Interviews were conducted with USAID, State
Department and government officials in Belgrade and Podgorica. Mesetings and
interviews were aso conducted with program implementers, donors and representatives
of the private sector. The interviews were carried out over the period February 23 to



March 2 and March 11, 2005, in Serbiaand March 7 to 10, 2005, in Montenegro. A
complete list of al personsinterviewed is attached as Appendix I1.

Other donorsworking in the areas of trade and customs reform in Serbia and Montenegro
include the World Bank doing the Trade and Transport Facilitation in Southeast Europe
(TTFSE) project and the EU doing the Customs and Fiscal Assistance Office (CAFAQO)
project.

Il. Background
Economic Conditions

SaM began reform from avery difficult starting point. War and sanctions prevented
globd trade and severely limited economic growth until at least latein 2000. There has
been considerable progress since then.

SaM’sred GDP grew by an average of 4.2 percent per year from 2001 to 2003. Red
GDP growth was estimated to be 7 percent in SaM in 2004. But this growth has not
created many jobs. Unemployment remains high, athough exact figures are difficult to
determine because of the large informa sector. Average consumption has been growing
at an even fagter pace, driven largely by domestic demand, leading to large current
account and budget deficits.

Serbia

GDP growth in Serbia was estimated to be around 6 percent for 2004, fueled primarily by
increases in agriculturd and manufacturing production. Inflation was reduced from over
100 percent to lessthan 8 percent over the period from 2000 to 2003. Thistrend was
reversed in 2004, however, with inflation reaching 13.8 percent in Serbiain December
2004 and rising even further to 14.4 percent in January 2005. Y ear-end inflation is
predicted to be 10 percent in 2005 and 8 percent in 2006.

Montenegro

Macroeconomic stability hasincreased in Montenegro, but growth is still modest. GDP
growth was high in 2000 (12.5 percent), but decreased to only 1-2 percent from 2001 -
2003. Thismodest growth was fueled by services and construction, while industrid
production stagnated. Increased activity in tourism and agriculture helped support an
increase in GDP growth in 2004 of 3-4 percent. Inflation hasfalen in Montenegro from
25 percent at the end of 2000 to 6.6 percent at the end of 2003.

! Economist, Country Report for Serbia and Montenegro, March 2005.
2 Economist, Country Report for Serbiaand Montenegro, March 2005.



Trade Environment

There has been a serious deterioration in trade performance in SaM since the 1990's.
Important steps have been taken to remove barriers to trade, including harmonization of
tariff rates and dimination of customs formdities between the two republics. However,
SaM dill has anumber of non-tariff barriers that need to be eiminated. Also, more needs
to be done to encourage export expansion and growth. Findly, thereisaneed to sisfy
more of domestic demand through better quality loca products, which would lower
imports.

SaM 4till has not made much progress toward integrating its economy with Europe and
the WTO member countries and it has failed to achieve the internal harmonization
required for EU accession.® Serbia and Montenegro have also failed to build an interndl
market between them. On the positive Side, SaM has been actively involved in the
Stability Pect efforts to create asingle FTA for the countries of Southeast Europe.

Serbia

The serious trade deficit (about US$7.2bn in 2004), means thereis agreat need to
encourage exports. The current account deficit is predicted to fal somewhat, but remain
ratively high for the foressesble future* Serhia has trade deficitswith al of its bilateral
trading partners, with the exception of Bosniaand Macedonia. Exportsto the EU
constituted 52 percent of Serbia stotal exportsin 2004. Serbian exportsto Croatia have
increased markedly since the conclusion of the bilatera FTA with Croatia

Montenegro

Montenegro aso suffers from a serious trade deficit. In 2004, it was equivaent to dmost
30 percent of GDP (compensated somewhat by an inflow of revenue from tourism and
transfers). Montenegro’'s primary export is duminum, mostly exported to Switzerland.
Overall, 45 percent of its exportsin 2004 were to the EU.

3 Although the Action Plan for Harmonization of the Economic Systems between Serbia and Montenegro
(AP) hasthe goal of creating a single economic space, in October, 2004, the EU agreed to atwin-track
approach. Thiswill still provide for asingle Stabilization and Association Agreement (SAA), but will

allow for some separate negotiations in recognition of the fact that SaM was not able to achieve the level of
harmonization originally requested by the EU.

4 The Economist Country Report predictsthat the current-account deficit for the common state will
remain high, at a forecast 12.3percent of GDP in 2005, declining to 11.4percent of GDP in 2006.



Political Situation

Serbia

Paliticd indability in Serbia serioudy hampersreform. The EBRD Trangtion Indicators
show SaM near the bottom of the trangtion economies. The ruling minority coditionin
Serbiaisinterndly divided. Part of the divison has been due to Western demands for co-
operation with the Internationa Crimind Tribund for the former Yugodavia(ICTY) in

the Hague. The US temporarily suspended US$10 millionin financid assstance to
protest Serbia’s lack of co-operation with the tribunal. The EU dso warned Serbiathat a
feaghility sudy regarding its readiness to sart talks with the EU regarding a stabilization
and association agreement (SAA) could be negative, or delayed, if Serbia was deemed to
be not co-operating with the ICTY .

Montenegro

Condtitutiona and legd uncertainty further hampersreformin SaM. Therule of law in
Montenegro needs further strengthening. Thereisaso ahigh leve of corruption. Serbia
recently rejected a proposa by Montenegro for independence from Serbia. Kosovo
continues to be under the control of a UN protectorate (UNMIK). Until the status of both
Montenegro and Kosovo is resolved, the uncertainty created will make it difficult to

attract substantial FDI and to grow the economy.

I11.  Opportunitiesand Constraints
Opportunities

SaM was wdll integrated into the world economy at the sart of the 1990's, when it was
il apart of the Former Republic of Yugodavia (FRY). 1n 1989, trade in goods and
services was 90 percent of GDP (42 percent exports and 48 percent imports). Thiswas
comparable to other countries of asmilar sze. Most of the trade was with the other
republics of the FRY .

The FRY had ahigtory as ardatively open society when compared to other Soviet Sates.
Asareault, the citizens of SaM arerdatively worldly, educated and well-traveled
compared to other post-Soviet states. They dso tend to have amore pro-Western
orientation.

The FRY was, and SaM 4l is, rich in human cgpitd.  This includes an abundance of

good engineers. This human capital potentia could be redized to amuch larger extent
through a change to producing products requiring high-skilled labor.

10



There are Sgnsthat privatization is picking up. It appearsthat 30 large, State-owned
companies may be sold in 2005. Thiswould help to reduce the budget deficit.

SaM has an advantageous geographic location. It islocated in the center of the Southeast
Europe (SEE) Free Trade Area. Itisat the crossroads of two European transportation
corridors (Corridor X for roads and railroad and Corridor VII for the Danube). Findly, it
isunusud in having arable land a such a southern location.

Condraints

In order for real growth to take placein SaM, it isfirst necessary to resolve the issues of
the Hague Tribuna and the uncertain status of Montenegro and Kosovo. These
uncertainties discourage growth and investmen.

Thelossof the marketsof the FRY was a serious blow to the economy of SaM. Thiswas
made worse by conflict, economic sanctions and destruction of infrastructure from the
bombingsin 1999. SaM logt its linkages with neighboring countries and former trading
partners. Inaddition, many of the trade delivery channds were taken over by crimind
elements during thistime period. The result was a serious decline in trade performance.

Now, however, the primary condraints are internd rather than external. For example, the
dow privatization process has resulted in continued misallocation of resources. This has
resulted in weak growth in exports. Weak export growth and strong import growth have
combined to result ingrowing trade deficits. The government also lacks an overdl

foreign trade strategy for SaM. In addition, the concentration of exportsin products
utilizing unskilled labor limits growth

V. Findings

A. Trade
SaM

The biggest trade problem in SaM is the huge trade deficit (about US$7.2 hillionin
2004). Exports declined from 42 percent of GDP in 1989 to 22.2 percent in 2003.°
Export levelstoday remain well below SaM’ s potential, as compared to other transitiond
economies of comparable size®

SaMI’ s trade performance during 2000-2003 has been disappointing, especidly as
measured againg its potentid. One reason for thisisits falure to rebuild afunctioning
market between Serbia and Montenegro. This failure has been attributed to some extent
to the application of different sandards in the two republics, different vaue-added taxes

> World Bank, Serbia and Montenegro, Republic of Serbia, An Agenda for Economic Growth and
Employment, December 6, 2004.
® World Bank, Serbia and Montenegro, Republic of Serbia, An Agenda for Economic Growth and
Employment, December 6, 2004.
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and excises and the differences in service sector regulations gpplied to the two republics.
SaM needs an integrated trade regime as soon as possible to help dleviate these
problems. SaM has dso failed to make much progress in rebuilding pre-exiging
regiona markets.

Another factor contributing to SaM’ s continuing weak capacity in trade, particularly with
respect to exports, isthe fact that the types of productsit is exporting to the EU has dso
changed. Exports of machinery and automobile parts fell from 15.1 percent in 1990 to
5.6 percent in 2000, while the share of exportsin agricultural goods rose from 4.8 percent
to 19.5 percent. This process of de-indudtridization has made it much harder for SaM to
compete in globa trade.

SaM has dso failed to move up the vaue chain with respect to the composition of its
exports. It fill primarily exports agriculturd goods and manufactured goods requiring
little processing. In addition, itstrade is primarily inter-industry rather than intra-
indugtry. Intra-industry trade is preferred because it involves grester integration into
international networks concerning production and didtribution. Integration into the world
economy would aid in obtaining FDI as well as provide a greater source of inputs,
leading to growth in productivity. Finaly, grester integration would lead to larger
markets for the products of SaM.

SaM has benefited from participation in the SAA process with the EU inthat is has been
given free access to the EU market through Autonomous Trade Preferences (ATPS).
However, it has failed to take full advantage of its preferential accessto the EU market.
Ealy initstrangtion, SaM outperformed other SEE countriesin the EU market. After
the sanctions were lifted, SaM’ s exports to the EU grew by an average of 19 percent
during 2000-2003.” In 2003, the trade statistics showed no growth at all.

SaM has the advantage of being the only SEE country with a FTA with Russa, effective

in 2002. However, SaM should take greater advantage of this. U.S. and other businesses
should be made aware of the advantages to be gained by investing in operationsin SaM
that would be able to benefit from Russa' s large market through the FTA.

SaM has been actively involved in implementation of the Stability Pact Memorandum of
Understanding (MOU) on Trade Liberaization and Facilitation in SEE. The Stability
Pact has been working toward aregiona free trade agreement that would encompass the
55 million consumers of SEE. The MOU cdls for development of a network of Free
Trade Agreements (FTAS) among the SEE countries, which would ultimately provide for
trade liberalization of at least 90 percent of tariff lines and 90 percent of the vaue of
mutua trade. The MOU aso encompasses agreement to take numerous other trade
liberdizing steps, such as the dimination of quantitative restrictions, the devel opment of

" This extremely high level of growth has been disputed to some extent, however, since part of it was due

to increased sugar imports, since found to beillegal. The exports of sugar to the EU were found to be
based on falsified rules of origin and the EU temporarily suspended market access preferences on all sugar
exportsto the EU for SaM.
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common preferentid rules of origin, the amplification of customs procedures, the
liberdization of trade in services, the improvement of intellectud property (1P)
legidation and the assurance that regulations and standards are WTO compliant. A
regiona network of 29 bilaterd agreements has been sgned in accordance with the firgt
requirement of the MOU.

The Trade Working Group of the Stability Pact met on March 3, 2005, in Viennato
discuss implementation of the network of agreements and to discuss waysto facilitate
reduction and dimination of non-tariff barriers (NTBs). Ogptions for moving to asingle
FTA for the region were aso discussed. The delegation from Serbia and Montenegro
played avery active role in the discussons, including comments on the importance of
finding away to dedl with visaissues and customs procedures® Macedonia and Serbia
and Montenegro were asked to complete the negotiations on revisonsto their 1996 FTA
to bring it into line with the MoU as quickly as possble.

Serbia

One of the more troubling developments in Serbiais the recent resurgence of nontariff
messures (NTBs). Thisissue involves other SEE countries aswell and it is currently
being addressed by the Stability Pact Trade Working Group. However, Serbia has been
shown to be one of the bigger offendersin thisarea.

A maor NTB issuein Serbiaisthe use of reference pricesto determineimport vaue. To
be in compliance with the WTO provisons on customs vauation, import value must be
primarily determined on the basis of invoice value. Reference prices are used to impose
higher duties on some goods from some countries. In addition to being in violation of
WTO requirements, this raises the costs of inputs and interferes with competition.

Serbia s progress in accession to the WTO has been lagging behind Montenegro’'s. This
isfurther exacerbated at present by the fact the USG has temporarily suspended funds for
WTO accession in Serbia pending its compliance with the ICTY in the Hague. Progress
in Serbia has al'so dowed down due to the lack of commitment to reform on the part of
the current government in power. The memorandum on Serbid s foreign trade regime has
been drafted, but the government has indicated a desire to wait until September 2005, to
submit it to the WTO. The WTO recently agreed to atwo-track approach to WTO
accession for Serbia and Montenegro.

Serbia needs an overdl trade strategy, including procedures and ingtitutions for
formulating policy and implementing trade laws. The Minigtry for Foreign Economic
Redationsisworking on revisng a March 2003 strategy.

8 The meeting in Viennawas attended by two persons from Serbia' s Ministry for Foreign Economic
Relations (Jela Bacovic, National Coordinator of the Stability Pact Trade Working Table and Snezana
Zubic-Petrovic, Head of WTO Department), one person from Serbia s Ministry of Economy (Jadranka
Zenic) and two persons from Montenegro’s Ministry for International Economic Relations (Liljana
Filipovici, Deputy Minister and Arijana Nikolic, advisor).

13



Montenegro

Montenegro aso has numerous NTBs, including licensing requirements for stedl, export
duties and onerous customs clearance requirements. Montenegro recently imposed a
barrier in the form of a 30 percent duty on whest flour from Serbia. This measure was
withdrawn on March 11, 2005, due to pressure from the Stability Pact Trade Working
Group and others.

Montenegro has made much faster progress than Serbia hasin the WTO on
process. It has been easer in Montenegro because it has fewer product sectorsin which
there is pressure for protection and because the government has had a more positive
attitude toward accession to the WTO.

Montenegro has submitted or will soon submit dl of the documents needed to be filed at
this point in the accession process, induding the memorandum on its foreign trade regime
and copies of relevant laws, including customs laws and regulations and intellectua
property laws. The government hopes to be able to submit its goods and services offers
by February, 2006.

There will be aneed for more training to implement WTO reforms. At the present time,
there isaWorking Group in Geneva and Montenegro has one permanent representative
in Geneva

B. Cugoms
SaM

Sgnificant developmentsin the customs adminigtration include a new cusoms tariff law
that cameinto effect on June 1, 2001.° It provided for areduction of tariff bands from 37
rates ranging from O to 40 percent to Sx rates ranging from 1 to 30 percent. This resulted
in adecline in the average tariff by 5 percentage points (from 14.4t0 9.4). SaM’strade
regime was further liberalized when the Action Plan for Harmonization of Economic
Systems (AP) of Serbia and Montenegro wasimplemented in July 2003. Over 99 percent
of the tariff lines (93 percent currently applied) have been harmonized between Serbia

and Montenegro under the AP. Asaresult of harmonization, SaM’ s average tariffs fell

by an additiona 2 percentage pointsto 7.4 percent by September 2003.

The SECI/TTFSE project has been involved in pilot programs at the border to improve
clearance times, has set up internd affairs offices for Customs and helped Serbia and
Montenegro to do aWCO integrity self-assessment and write an action plan to reduce
corruption. In spite of the improvements in Customs, however, there are indications that
Customs regulations and practices are fill a problem for businesses. A business survey
showed that in SaM 17.1 percent™® of the respondents find Customs to be amgjor

° With help from U.S. Customs, funded by USAID.
10 Thisis compared to 16.7 percent in Bosnia, 9.9 percent in Croatia and only 5.8 percent in Hungary.
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obstacle and only 46 percent!

with imports.

reported that they never used unofficid paymentsto ded

Serbia

Customsis under the Minigtry of Financein Serbia. A number of the laws that Customs
must gpply at the border have been consolidated in a computer system, making it easier
for goodsto flow quickly. Nevertheless, there are till substantial delays at the border.
However, these do not gppear to be primarily attributable to inefficiency on the part of
Serbian Customs, but rather to the fact that a number of government agenciesrequire
ingpections at the border and these agencies tend to have outdated laws and poor
infradiructure, causing long delays. According to the Director General of Serbian
Customs, now that Customsiis able to perform its functions more quickly, the downess of
the other agenciesis more obvious. Delays are aso caused by infrastructure problems,
induding an insufficient number of lanes going into Serbia at the borders with Croatia
and Bulgaria

Serbian Customs formerly ingpected all shipments (100 percent inspection), but they now
use arisk-andysis system developed for them by EU CAFAO. Where previoudy ther
job was just to collect duties, now their basc misson isfighting smuggling and terrorism

Montenegro

Montenegro sarted to devel op its own customs system separate from Serbia under new
laws that became effective in 2003. The World Bank ishdping Montenegro to develop
strong security and risk andysis systems.

Montenegro has a big problem with collecting trade satistics. A new Law on Statigtics
has been drafted, but it is not implemented yet. Also, Customs has a tendency to keep
data to themselves rather than providing it to other minidtries as they should.

There has been some modernization of the customs infrastructure. Ten new border
crossings have been completed, with new buildings and equipment. However, there are a
lot of new young people working at Customs and training is needed. Corruption also
continues to be a big problem for Montenegro Customs.

C. Export Growth
Serbia
Serbia has not been able to rebuild its export markets. Thisisin spite of the fact that it

has had preferentid market accessto the EU. As a consequence of thisfailure, Serbia has
a huge trade deficit.

M This iscompared to 57 percent in Croatia, 67 percent in Hungary and 84 percent in Slovenia.
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Lack of competitivenessis the biggest problem for Serbia in growing its exports. Lack of
market knowledge and the qudity of products are much bigger problems than trade
regtrictions or other border issues. One of the problemsisthat the cultureis not oriented
towards making sdles. For example, thereisatendency to neglect to follow up on
potential salesinquiries

Some of the other constraints to exporting include the downess of privatization, the lack
of diversty in the export base and rdatively high wages for the region. Serbia needs to
finish the privatization process in order to release resources to other uses. A few
exporters, including US Sted, have been responsible for most of the growth in exports.

Serbia has a government-run export agency, the Serbia Investment and Export Promotion
Agency (SIEPA). SIEPA’swork includes export promoation, investment promotion and
marketing. There have been problems from the beginning, induding insufficient funding
from the government and uncertain legd status. However, these seem to have been
resolved to alarge extent. Recently, the European Agency for Recongtruction (EAR)
decided to provide US$4.5 million to be distributed to Serbia through SIEPA programs.

Montenegro

To its credit, Montenegro is working on an export strategy, to befinished in May. The
am isto increase exports by increasing the quaity of products and adding more value.
FDI is needed for know-how, technica training and research and devel opment.

High fud cogs impede the competitiveness of exports from Montenegro. However,
Montenegro has lowered its tax rates on business (from 20 percent to 9 percent) in an
effort to attract more investment. The labor forceis of high quality.

Montenegro has a Free Trade Zone (FTZ) located on the coast at Bar, but it is currently
not being used. The FTZ law isredtrictive in that it alows no more than 10 percent of the
employees of acompany in the FTZ to be foreign. Changesto thislaw are being
considered.

The Minigter of Economic Relations and European Integration (Gordana Durovicz) has
garted the Permanent Export Forum. Roundtable discussions are held twice ayear to
discuss problems businesses are having with exporting. The Forum aso provides a
permanent internet inquiry point for exporters.

Currently, five products make up 79.8 percent of Montenegro’s exports (aluminum

(56.4percent), acohalic liquors (6.4percent), wood (5.9percent), steel (5.6percent) and
tobacco (5.5percent).
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D. Competitive Product Sectors

Provided below isasummary of findings with regard to the competitiveness of various
product sectors in Serbia and Montenegro'?:

Serbia

Six sectors are under consideration by the SEDP competitiveness project in Serbia
SEDP istaking a two-pronged approach to al of the sectors: increasing market access for
exiging products and moving up in the value chain. The fallowing findings were made
with respect to the competitiveness of these sectors:

1. Fruit

Currently Serbia s primary agriculture exports are frozen berries and sugar. Because
these are low value-added commodity products, they are not very profitable. Exporting
fresh fruit would be more profitable. However, there are transportation issues with fresh
fruit - speed of delivery to the market becomes much more crucid. To solvethese
problems will require agrest ded of investment in the transportation infrastiructure and

improvement of inventory management.

To redly compete in the fresh fruit market will aso require the development of new
products, such as fruit that ripens at different times of the year. Also, most fams are
small now and picking is done by hand. To be more competitive automeation is required.
There are dso issues with packaging and marketing the products. For example, Serbia
could be taking better advantage of the fact that its products could be marketed as hedlth
foods.

2. Appard

Market accessisabig problem for gpparel, but there dso is a need to move up the vaue
chain. Currently, most firms are cut and trim operations** but full package operations™
would be more profitable. Now that the textile and gpparel quotas have been diminated,
Serbiawill not be able to compete with countries like Chinaiin the low end part of the
market (t-shirts, etc.). To compete in the agppard industry, Serbia must focus on specidty
products and higher vaue items.

Serbia does have the advantage of proximity to the EU, which alows for quick
turnaround. Also, Serbian appard is seen to be of high qudity. Some Serbian designs

12 This subject is being coveredin greater detail by the SME assessment team, which will make
recommendations concerning these sectorsin itsreport.

13 |ncut and trim operations, the foreign company sends all of the materialsto Serbia and the Serbian firms
just do minor finishing operations.

1 1n full package operations only the designs are sent to Serbia and Serbian firmsfind all necessary
supplies, make product, package the product, etc.
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are being sent to the EU now and four Serbian companies are about to sgn with U.S.

agents.
3. Technology

Now most of the businessis done by smal software companies (programming), operating
inthe informa economy. These companies are not marketing to the domestic market
very much because they cannot compete with the big foreign companies, such as Oracle.
The Serbian companies need to develop and market their own specidty products
designed to meet the pecific needs of acompany. Thisis beginning to be done.

4. Pharmaceuticals

This sector has the potentid for high value-added exports. The pharmaceutical industry
is being developed dong two tracks - dinical research and laboratory certification The
advantages Serbia has in this sector are that the existing medicd sysem isgood and
Serbiaisrich in human capitd.

5. Furniture

Of the product sectors under consideration by SEDP, this one shows the least promise.
The Serbian furniture manufacturers are not competitive and they refuse to change their
old non-competitive ways. Serbia does have the raw materials to develop an industry, but
it probably should focus on furniture parts, where it can be competitive, rather than on
finished furniture, where it faces stleep competition from other regions with cheaper labor,
such asAsa

6. Tourism
a). General

This sector shows agreat ded of promise. Serbia has a number of naturd advantages,
induding itslocation at the crossroads of Corridor V11 (the Danube) and Corridor X
(roads and rail) and its location in the center of Southeast Europe.

Development of the tourism industry would serve two purposes - overdl improvement of
Serbid simage, which would help to attract FDI, and job cregtion (tourismisavery
labor-intensve indudtry). Serbia was a big convention destination in the 1990's and a
new Convention Bureau isbeing considered. Spas and smdl wineries provide potentia
for tourism aswell as anumber of historic sites, discussed below in connection with
tourism on the Danube.

There are serious problems with infrastructure, including bad roads, the inadequate
rallroad system, the outmoded nationd airline (JAT) and the lack of decent hotels and
other services for tourigts. In addition, to attract high-end tourism Serbiawould have to
do much more to clean up the environment (remove trash from aong the rivers and roads,
for example).
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A big problem with developing tourism in Serbiais the extent of government control.

Too much of the property with potentid for tourism is dtill controlled by the state
government. Too many vested interests have been getting in the way when attempts are
made to develop hotels or other tourism-related projects. A number of the laws must be
improved, particularly the bankruptcy law, and incentives for investment in tourism must
be written into the laws for tourism to redly grow.

b). Development of the Danube

Development of tourism™> along the Danube River could be of grest benefit to Serbia,
particularly in the area of improving itsimage abroad. A number of entitiesin Serbiaare
involved in the development of tourism on the Danube, including the Minigtry of
International Economic Regulations (MIER), the Minigtry of Trade, Tourism and
Services, the Danube Project Center and the Danube Tourism Commission™® (in Vienna).
Thisareaobvioudy has potential. There are, of course, problems with infrastructure,
including inadequate port facilities, lack of decent hotels and other passenger services,
insufficient connections to roads and railroads and environmenta issues. However, one
of the biggest obstacles to development on the river has been the temporary bridge a
Novi Sad, whichisadrawbridge. Sometime later this year, a new bridge will be opened
and the temporary one removed. Thiswill make the river totaly navigable 24 hours per

day.

There are anumber of positive indicators for development of tourism on the Danubein
Serbia. The part of the Danube that runs through Serbia (gpproximately one-fourth of the
river) isthe deepest and widest part. Thereisagrowing cruise ship industry dready in
exigtence (passenger dockings in Belgrade increased 80 percent from 2003 to 2004 and
an additiond 50 percent increase is predicted for 2005). Additiond linksto other rivers
in Serbia could be made. Tourists from maost countries no longer need visasto enter
Serbia. Parliament is consdering anew Tourist Trade Act. Public/private partnership
has been working in the tourism sector (of 1,040 registered tourism companies, 75
percent are private). Serbiais an active member of the Danube Tourism Commissonin
Vienna and the World Tourism Commission. The Ministry of Trade, Tourism and
Sarvicesisworking on nautica issues to improve the use of the Danube by smdl boets.
A new tourism officeis being built on the Danube. Serbiaaready has atourism
agreement with Indiaand will soon sign another with Japan. At onetime Serbiahad a
thriving shipbuilding indudtry and it is possible that this could be reinvigorated.

However, there are il a number of problems that need to be addressed. Theseinclude
lack of amodern fleet of ships, environmentd problems (such as downstream pollution
from plantsin other countries and pollution from agriculture (fertilizers)), property

15 The devel opment of the Danube as atransport corridor was felt to be beyond the scope of this
assessment. This report addresses only the development of tourism on the Danube.

181 he Danube Commission consists of a Budapest office handling technical issues and a Vienna office
handling transport and environmental issues as well as multi-modals devel oprent.
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ownership problems, government control of the inland waterways,’ the need for

upgrades to the river and ports,'® safety issues for navigation of small boats™ and the
need for additionad marinas along the river for fuding. In addition to the need for
infrastructure upgrades, the tourist attractions themselves need upgrading. Thereisdso a
need to integrate the attractions, integrate ecotourism into some of them and develop
greater cooperation between loca and regiona groups. I1n addition to the need to upgrade
port facilities generally, there is aneed to add information booths listing restaurants and
other attractions and tour guides at ports. Findly, thereisalack of skill in the areas of
development of managers, marketing and advertisng.

Positive steps are being taken toward devel opment of the Danube as atourism corridor.
The Serbian Government and Chamber of Commerce are working on an extension of the
internationd pier in Belgrade and there are plans to upgrade the marina there as well.

The higtoric fortress a Smederevo is being recongtructed by aloca community group. A
large hotel with amarinafor 200 boatsis being constructed at Silver Lake (located at a
dam on the Danube). The German Government has constructed a bicycle tral extending
from the source of the Danube in Germany to Bratidava, with the plan to eventudly
extend it dl the way to the Black Sea

The Danube Tourism Commission is promoting tourism aong the whole length of the
Danube from Germany to the Black Seaaswell as 70 km each sde of it. The
Commission has dmost completed a project to map the river for smal boat navigation.
The Commission is aso suggesting the return of ahydrofoil that once made the trip from
Belgrade to Iron Gate in only one and one-haf hours.

Some other ideas for development of the Danube were suggested by the Assstant
Minigter of MIER (Gordana Lazarevic). Theseinclude:

a) Develop abrewery, shipyard and port at Apatin;

b) Develop the nationd park running from Croatiato Serbia
(untouched flood plain);

) Develop the spas;

d) Develop the desert area; and

e) Develop archaeologica Stes.

7. Other Sectors

Other sectors were mentioned by various people as having competitive potentid. Among
these, the most promising appear to be:

17 plovput is agovernment entity that should be restructured as an independent regul atory agency.

18An estimated USD$100 million is needed to upgrade the river (upstream from Belgrade) from a Class VI
river toaClass VIl river.

19 An estimated USD$50 miillion is needed for dredging and signaling to make it safe for small boat
navigation.
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a) Rubber processing (plants exist and there has been interest
from Michdin and Gaaxy (tires));

b) Chemicd indudtry (plastic production, methanal, floor
coverings);

C) Automoahile parts (Serbia can no longer compete in finished
cars but exiging factories could be used to produce
speciaty and replacement auto parts);

d) Congruction (did have industry working abroad at one
time);

e) Tdecomm; and

f) Bath fixtures (Itdy has given money to Serbiato develop
products for Itay).

Montenegro
1 Agriculture

Agriculture (fruit products) is ardatively strong industry in Montenegro, with potentia

for further development. Juice products are being exported, including a recent contract to
shipjuicedrinksto Irag. Thereis potentid for development of a hedth foods industry.
Montenegro has pure products that have not been contaminated by chemicasthe way
food products have been in the developed world.

There are problems with packaging and labeling of products. Some producers (for
example, Firillajuice company) are responsve to demands of the market but most are
not. There may be apotential to market pomegranate and blueberry products as speciaty
hedlth food products.

Problems with agricultura exports incude high wages, high fud cogs and high shipping
costs.

Other agriculturd products with some potential are:

a Herbs;

b) Essentid ails;

C) Sea sdt;

d) Fresh-water fish; and

e) Fresh and frozen juice concentrates.
2. Tourism

Tourism isthe sector with the greatest potential in Montenegro. Promotion of touriam is
beneficia to a country because tourism has severd advantages over other product sectors:

a It is environmentally dlean;
b) Thereisahigh labor component;
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C) It creates alot of pogitive externdities, induding the
encouragement of other industry and improvement of the
country’ s image abroad; and

d) It is eadly expandable.

In acountry as smdl as Montenegro there are few options other than tourism.
Fortunately, Montenegro has many natura tourist attractions. In the north, there are high
mountains offering the potentia for development of ski areas, hiking, rock climbing and
river rafting. The coadtline is aready being developed. There are dso Sgnificant historic
Stes near the coast, such as Cetinje, Kotor and Perast. There is dso potentid to link
agriculturd and tourism through such things as the sale of gpecidty food products to
hotels and tourists.

It isimportant for the government to understand that tourism is actudly an export of
services. Only then will there be an understanding that tourism should receive the same
incentives as other exports do. This should include such benefits as exemptions from
VAT and FDI incentives. It would be especidly useful to provide incentives to attract
name-brand hotels to Montenegro. Such incentives worked in other countries, including
Brazil, Hungary, the Czech Republic and Thailand. Brand-name hotels are important to
attract other foreign investment. It isimportant, however, to avoid over control of
tourism by the government.

Pogitive sgns can be observed in the development of tourism aong the coast of
Montenegro. For example, there should be a tender within afew months on aded to
package three hotels on along-term lease. A tunnd is being built that will make thetrip
from Podgoricato the coast only 30 minutes by car. Where the Bojana River meets the
coast near the border with Albaniathere are severa fish restaurants serving both fresh
water (river) and sdt-water fish as wdl as fish from a combination of fresh and st weater
(with aunique taste). EBRD isrenovating the airport near the coast of Montenegro
(Tivat). Thiswill provide an dternative to flying into Dubrovnik, which has frequent
problems with wind and fog. The EU isworking on a project to improve the traffic lanes
leading to the ferry between Montenegro and Croatia. The EU iswidening the border
crossing to four lanes and congtructing new border facilities.

However, there are dso anumber of problemsin developing tourism in Montenegro.
The mogt seriousisthelack of luxury hotels. Montenegro’'s coast redly needs alarge
wedl-known hotd to attract tourist who will come to spend substantia amounts of money.
In the past few years most tourists have driven down from Serbia and spert very little
money. The huge demand for the coast on the part of Serbians during the time they were
prohibited from other travel created a situation on Montenegro’ s coast of high prices and
low qudity. Now tourigts from Serbia can go to other places like Turkey and the Red Sea
where they will pay less and receive better services. Other problemsincude the
shortness of the season dong the coast (hotels and restaurants tend to be open only in
July and August), short supply of water in the summer season, narrow roads,
undeveloped tourist villages, the lack of tourist agenciesto attract tourists from Croatia
and other countries and government interference with development of resorts.
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It is very important that the government of Montenegro take an active role in planning
and zoning dong the coast. There are very few good parcels of land suitable for large
resorts &ill remaining on the coast. Fortunately, the government is beginning to show
sgnsof taking an interest in zoning issues. For example, they are planning to tear down
some buildings thet wereillegdly constructed adong the coast in Budva

3. Wood Processing

Wood processing is the weakest of the sectors being considered by the competitiveness
project in Montenegro. This sector is hampered by government bureaucracy and
corruption. Thereisonly one fully privatized wood processor. State-owned companies
get the highest quality wood and the wood processors get alesser quaity. On the
positive Sde, there is some good office furniture being made in Montenegro.

4, Other Sectors
Other sectors with potentia for development include:

a) Teecomm;

b) Olive ail (associetion in Budva);

C) Wine (Plantagnawill be privatized in 2005);

d) Shipbuilding (just doing maintenance now); and
e) Smadl hydro plants.

E. Public/Private Partner ship

Serbia

Public/private partnership is not very well developed in Serbia The GDO of USAID is
doing some community and civic association work through CRDA. Thisincludes hep
with participation in agriculturd conventions and help with exporting agricultural and
textile products. GDO is dso hdping with development of |SO standards

The Foreign Investors' Coundil (FIC) and the American Chamber of Commerce are also
doing some work in connection with promation of investment in Montenegro. Serbia

does have a Union of Employers?® This organization was part of the Y ugoslav Union of
Employersfirst set up in 1994 and sponsored by the OSCE. It does not appear to be very
active in Serbia, however.

Montenegro

Montenegro is much more developed in the area of public/private partnership. The
Center for Internationa Private Enterprise (CIPE), now affiliated with the US Chamber

20 The organization in Serbia does not appear to be as active as the one in Montenegro. The team did not
meet with the Union of Employersin Serbia, but did meet with them in Montenegro. Thisisdiscussedin
the section of the report addressing public/private partnership in Montenegro.
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of Commerce, isworking with the Center for Entrepreneurship and Devel opment
(CEED) to support the Montenegro Business Alliance (MBA). The MBA wasset up in
2001 to provide for a partnership between the public and private sectors to encourage
economic growth in Montenegro. MBA isworking to improve the investment climate, to
ensure the participation of businessesin the development and implementation of new
laws and to provide business services to its members.

Another organization in Montenegro that is actively involved in the area of public/private
partnership is the Montenegro Union of Employers. Thisorganization grew out of the
former Yugodav Union of Employersthat was started in 1994. The Montenegro Union
isasmdl non-government organization receiving support primarily from internationd
labor unions. It is currently involved in labor law reform, but it isinterested in expanding
itswork to cover other issues affecting the business community.

Thereis aso the Permanent Export Forum set up by the Minister of Economic Relations
and EU Integration. This organization is discussed in more detall earlier in thisreport.

V. Recommendations

Serbia

1. Continue support for the export promotion activities of the SEDP project.
This should include:

a) Effortsto diversfy the product mix to concentrate more on
producing and exporting products thet utilize higher-skilled
labor. Thiswould increase integration with the EU and other
globa markets and would provide for higher wages and a higher
sandard of living for Serbians;

b) Effortsto improve the competitiveness of products through
improvementsin product quality, packaging and marketing as
well as efforts to improve compliance with internationa product
standards;

c) Looking at product sectors other than the six currently under
congderation, particularly automobile parts and telecomm; and

d) Increased emphasis on and regularization of public/private sector
didogue and action on palicy, legd and regulatory reforms
amed a removing obstacles to foreign and domestic investment.
This didogue should include nat only business associations like
FIC and AmCham, but dso loca economic think tanks with the
cgpacity to inform policy making with Satistical andyses and
policy briefs.

2. Support SIEPA in itseffortsto promote exports. Public/private partnership in

Serbiaisreatively undeveloped. Organizations working on export promotion,
such as SIEPA, should be supported. A law that clearly describes SIEPA’s
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respong bilities and that provides for autonomy from the government would be of
great help as would an appropriate level of funding and support Saff. Also,

SIEPA should be encouraged to seek more feedback from the private sector, from
such organizations as FIC and AmCham, and from economic think tanks as well.

. Assstin preparation for WTO accession. Sarbiadill hasalot of work to do
before it will be ready for WTO accession, a pre-condition to EU accession.
Although direct assstance to the government in this areais not currently alowed,
preparatory work, such as the work with unions, should be continued.

. Support the Ministry of Foreign Economic Relationsin its effortsto work
with the Stability Pact Trade Working Group. Thiswould include the group’s
efforts towards developing asingle FTA for SEE and its efforts to remove NTBs.
Serbia has a number of NTBs in place, induding onerous licensing requirements
for stedl products, import quotas, specid import levies, seasond import charges
and high road tolls charged to foreigners. These serve as a hindrance to trade.
They aso encourage other trading partners to retdiate with their own NTBs
agang Serbia. Misson personnd should participate actively and regularly in the
Stability Pact Trade Working Group and should promote its agenda to larger
audiences within the public and private sectors and donor community.

. Support enhancement of FTA with Russia. This could include support for
enhanced communications with U.S. businesses about the advantages of the FTA
for their companies, i.e., that U.S. products could be further manufactured in
Serbiaand then sent to the large Russan market a preferentid tariff rates. U.S.
Sted, through its Economic Development Center and the American Chamber
should be interested in doing this.

. Encourage public/private partner ship to aid in removing cussoms/bor der
obstacles. Although Serbian Customs has made progress in implementing needed
reforms, there are till problems with delays at the border. USAID could fecilitate
rounditable discussons to assess the most serious obstacles that till confront
exporters and importers and to determine what should and can be done to meet the
needs of business. USAID could aso encourage reforms in the customs laws,

such as achange to dlow Serbian Customs to coordinate other agency inspections
at the border and to provide for as much of the entry process as possible to be
done prior to arriva at the border (electronic advance filing of documents, etc.).

. Support development of tourism on the Danube. Thismay require
participation in a multi-donor project or a series of coordinated single donor
projects, but there are severd things that could be done without a great ded of
expense. These could include:

a) Support the Minigtry of Trade, Tourism and Servicesto be

involved in the work of the Danube Touris Commissonin
Vienna;
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b) Return of the hydrofoil that previoudy took passengers from
Belgrade to Iron Gatesin only 1& 1/2 hours,

c) Work with the private sector to advertise the advantages of
tourism on the Danube; and

d) Support thelocal community efforts to restore the fortressin
Smederevo and enlist volunteer support to clean up and restore
other historic sites.

Montenegro

1

Work with the gover nment to provide incentivesfor tourism. Thiscould
include working with the government to provide VAT exemptions for tourism
(particularly for hotels) and making sure that other incentives for exports apply
equdly to tourigm.

Support the BAH competitiveness project (or other project) in effort to
increase the competitiveness of M ontenegro products. Thiswould include
efforts to improve the qudity of products and compliance with internationa
gsandards as well as labeling and marketing issues.

Continue support of public/private partnership. Thisisfarly well developed
in Montenegro. The efforts of MBA, supported by CIPE and CEED are
epecidly impressve. However, the Union of Employers seemsto have
accomplished quite a bit with very little resources. It, like the MBA, is staffed by
some very enthusiastic young people eager to see changesin Montenegro. It
would be interesting to see what this group could do with alittle bit of money.

Consder introducing a cussomsintegrity project. Montenegro continues to
have serious problems with smuggling and corruption in the Customs Service. A
suggestion might be to inditute a customs integrity project. The EGAT/EG office
at USAID has an existing mechanism for doing this and we would be happy to
discussit with you.

Continue support of WTO accession. The WTO Accesson Project in
Montenegro has made very good progress and their efforts should be encouraged.
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Selected List of Documents Reviewed

Commission of the European Communities, Serbia and Montenegro Stabilisation and
Association Report 2004.

Congressiond Research Services, Serbia and Montenegro: Current Stuation and U.S,
Policy, January 18, 2005.

Department of State, Mission Performance Plan FY 2006.

Department of State, Doing Business in Serbia and Montenegro: A Country Commercial
Guide.

Economist, Country Report for Serbia and Montenegro, March 2005.

European Bank for Recongtruction and Development, Strategy for Serbia and
Montenegro, November 2, 2004.

Professor Vesdin Vukotic, Economic Reform Agenda for Montenegro 2002-2007,
February 2005.

Stahility Pact, Serbia Enterprise Policy Performance Assessment, March 2003.

World Bank, Serbia and Montenegro, Republic of Serbia, An Agenda for Economic
Growth and Employment, December 6, 2004.

World Bank, TTFSE Manual, Clearance and Administrative Smplification, November 1,
2002.
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Appendix |1
List of Persons Interviewed

Serbia

European Agency for Reconstruction
lan Brown, Program Manager, Energy Sector
Wout Soer, Loca Government and Regulatory Devel opment

Danube Project Center
Prof. Dgan Radojcic, Managing Director

World Bank (Multilateral | nvestment Guar antee Agency (M1 GA))
Beat Heggli, Head of Eastern Europe and Centrd AsaRegion

SECI/TTESE
Bill Smith, Advisor

SEDP
Andrew Vonnegut, Chief of Party

State Department

Christopher Dunnett, First Secretary, Economic Affairs
Tatjana V ecerka, Economic Specidist

Maria Andrews, Commercid Officer

The Services Group
Allen Shinn, WTO Accession Project, Chief of Party

Ministry of International Economic Relations (MIER)
Gordana Lazarevic, Assistant Minister

Ognjen Miric, Legd Advisor

Aleksandra Milerkovic-Bukumirovic, Economist

Economic | ngtitute
Mirodav Zdravkovic, Trade Economist

SIEPA
JasnaMdtic, Director
Nenad Mitosevic, Export Promotion Advisor

American Chamber
Richard Danicec, Executive Director
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CAFAOQO/EU

Mike Marsden, Coordinator

Alan Wilson, Project Manager

Bruce Brong, BAH, Associate

OliveraMaksomic, FIDECO, Project Coordinator
Alice Rigdon, Consultant

Serbian Customs Administration
Dragan Jerinic, Director General

US Steel — Economic Development Center
Bogdan Komlenac, Executive Director

Ministry of Trade, Tourism and Services
Jasna Smovic, Advisor
Radomir Bubanja, Heed, International Cooperation Sector

Serbian Chamber of Commer ce
Miaden Obradovic, Senior Advisor

Kreativa
NinaMartinovic, Client sarvice Director

Vienna

Stability Pact Trade Working Group

Serbia Minigtry for Foreign Economic Relations
Jela Bacovic, Nationa Coordinator of the Stability Pact Trade Working Table
Snezana Zubic- Petrovic, Head of WTO Department

Serbia Ministry of Economy
Jadranka Zenic

M ontenegro Ministry for International Economic Relations
LiljanaFlipovid, Deputy Minister
ArijanaNikolic, Advisor

Danube Tourism Commisson
Ursula Deutsch, General Secretary
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Montenegro

BAH Competitiveness

Fred Harris, Chief of Party

Mark Y anofsky, Senior Advisor
Andrija Draskovic, Tourism Advisor

IRD
Robert Harris, Chief of Party
Ljubomir Jandrijasevic, Team Leader

CHECCI
Robert Underwood, Chief of Party
Aleksalvanovic, Legd Advisor

The Services Group

Milica Popovic, WTO Accession Project, Project Director in Montenegro

CIPE
Rdph Marlatt, Project Manager
Robert Sicotte, Busness Consulting Specidist

Ministry for Foreign Economic Relations
Gordana Durovic, Minister

Ljiljlana FHlipovic, Assstant Minister
MilenaVukecevic, Advisor

ZoricaKdezic, Advisor

Ministry of Finance
Zoran Tomic, Secretary of the Ministry
Aleksander Bogdanovic, Economist

Tax Administration
Mirjana Pesdlj, Director

Commercial Court
Dragan Rakocevic, President

Cugoms
Miodrag Radusinovic, Director

EAR
Dgan Mijovic, Economic reforms and Development
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Veabor Spalevic, Operations

MBA
Darko Konjevic, Executive Director
Nina Labovic, Andyst

University of Montenegro
Vedin Vukatic, Dean

CEED
Peter Ivanovic, Executive Director
Dragana Radevic, Program Director

Union of Employers

Budimir Raickovic, Secretary General
Ivan Mitrovic, Vice Presdent
Vladimir Curovic, Office Coordinator
Pavle Kaduderovic, Project Manager
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