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IMPLICATION OF BETTER ECONOMIC CONDITIONS
Abstract

There is no economic growth and development where there is no clear economic
policy and development strategy, that is where there are no defined priorities,
nor mechanisms for a strong and systematic support to the domestic economy.
The author of this study advises economic policy makers to forget the mantras
of neoliberal policies that previous governments used as an excuse not to take
anything and to resolutely turn their own economic development and building a
strong industrial sector. That would be a shortcut to rapid economic development
and bridging the decades of stalemate and stagnation. Serbia does not lack
resourcefulness, but quality state apparatus, as well as guidance and assistance in
the way that countries that have successfully developed did.

The greatest sin of our economic policy in the last quarter of a century is a
tragic neglect of industry, especially manufacturing, or as a result of all this, and
the emergence of a deep ravine between production and consumption, and totally
neglecting technological development. Therefore, we are firm in the belief that,
in the case of seriously disturbed the economic structure of production at the
expense of our future development must rely on priorities, among which would
be the development of the manufacturing sector of the economy, and within it of
agriculture and food industry, where our chances are objective and greatest.
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HAT'OBEHITAJ BO/bUX YCJIOBA IPUBPEBUBAIBA
ArncTpakT

Hema npuBpenHor pacta u pa3Boja TaMo IJie HeMa jacHe eKOHOMCKE MOIUTHKE
U pa3BOjHE CTpareruje, OAHOCHO IJe HE NOCTOje HU Je(QHUHUCAHU MPUOPHUTETH
HUTH MEXaHU3MU 3a CHAKHY U CUCTEMATCKy MOAPIIKY jgoMahoj mpuBpenu. Ayrop
OBOTI' paja CaBeTyje KpearopuMma EKOHOMCKE MOJUTHKE Ja 3a0opaBe MaHTpe
HeoJrOepatHe MOJIUTHKE, KOje Cy MPETXOMHUM BllajaMa CIYXHJIe Kao anudu na
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HUIITA HE IPey3UMajy 1 J1a ¢€ OUTyYHO OKPEHY COIICTBEHOM €KOHOMCKOM Pa3Bojy
1 W3TPaJbH jaKOT MHIYCTPHUjCKOT cekTopa. To Om Omya m mpedmia 3a yop3aHU
E€KOHOMCKHM DPa3BOj W TNpeMoImnhaBame BHIIECIICHHjCKOT 3acTOja M CTarHaiuje.
CpObuju He HemocTaje Mpeay3uMIBUBOCT, Beh KBaJIWTETaH AP)KaBHU arlapar, ajid u
ycMepaBarmbe M oMoh Ha Ha4uH Kako Cy TO pajmiie 3eMJbe KOje Cy €€ YCHELIHO
pasBuie.

HajBehn rpex Harre eKOHOMCKE TIONUTHKE Y MTPOTEKITUX YETBPT BEKa j€ TPAruaHO
3aM0CTaBIbabe WHAYCTPHje, TTOceOHO mpepalBadke aiy, Kao MOCIEANIly CBera
TOTa, ¥ 10jaBy AyOOKe MpoBaiije u3Mel)y mpou3BOAKE U MOTPOIIHE, TE TOTITYHO
3aII0CTaBIbAIHE TEXHOJIOMIKOT pa3Boja. 3aT0 CMO YBPCTH Y YBEPEIbY 1a Ce, y CIydajy
030MJPHO TIOpeMehieHe MpUBpeHe CTPYKTYpe Ha LITETY NPOM3BOAGE, HAIl NaJbH
pa3Boj Mopa oclamaTH Ha puoputere, Mel)y kojuma 61 610 pa3Boj MPOU3BOIHOT
JieJia IpUBpee, a Y OKBHUPY bera IoJbOIPHBPEE U IIpexpaMOeHe HHAYCTpHje, Tie
Cy HaM MIaHce 00jeKTHBHO U HajBehe.

Kibyune peun: IlpuBpehuBame, pa3Boj, mapTokpaTija, TPXKHUIITE. . .

Introduction

The time in which we live is characterized by extraordinary dynamics of total
change and very rapid transformation of all aspects of human existence. In this context,
the economic changes deserve special attention, since changes in this sphere, undoubtedly,
have the dominant influence and affect all other changes. Of course, in this paper we will
discuss only some issues of socio-economic life and the tendencies of movement and
development without pretension to have a complete and full analysis.

On the world scale, the process of transition and privatization is being put in
practice, as a world trend, and as a response to globalization, which promotes market
economy on a planetary scale. Today’s system of international economic relations is
under sovereign rule of most developed countries, which have imposed their own criteria
of economic behavior, believing that they are objectively the most acceptable from the
standpoint of economic efficiency.

Economic systems and their economic actors today are difficult to adapt to the
speed at which the world is changing, and often do not have with whom to share the
anxiety that puts pressure on them. It is known that in the US it is most frequently debated
on consolidation rather than on measures of growth and development, which is why it is
rational to ask a question on the presence of Serbian strategy and whether the experiences
of other research in this area (so called “Economic miracle”, the Asian “tigers and
dragons” and the like.).! And we cannot understand that the problem is a dramatic speed
at which the world is changing, and that the forms of economic relations that were in
force twenty years ago are almost completely overcome. We believe that the greatest sin
of our economic policy in the last quarter of a century is a tragic neglecting of industry.>
Also the manner of their manifestation has changed. That is why a number of problems
occur along with disorders that were previously unknown. Depression and instability, as
well as any other disruption in economic activity, have a very complex assembly. It can
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be associated with severe early stage in development, sometimes in conjunction with
changes in the environment, including the sensitivity of the global economic system.
Therefore, the discovery of the cause is always difficult, but fortunately, the aid can (and
should) be looked for at several sides.

Dogmatic attitude towards current economic conditions and the organization
disable an efficient economy slow down development.

Serbia is faced with the processes of decisive battle for new and acceptable conditions
for our model of the economy, but also against corruption, which seriously affected part of the
bureaucracy. This is a kind of indication that we are getting closer to confrontation with the
exigencies of time of which we are contemporaries.’> On the other hand, our social moment
is becoming more dramatic, and one of the key reasons is still insufficient readiness and
determination to significantly alter economic conditions and organization of the economy.
In this we are standing still. All the changes in economic conditions and the organization of
the economy given in the proposals from various scientific meetings (Kopaonik forum, etc.)
and in other professional documents, make these very important questions. Changes which
are appealed at in scientific meetings, in terms of strengthening the subjectivity of small and
medium-sized enterprises, are still more declarative in nature (in terms of subsidies, reduction
of various taxes, etc.), and we know that this is the most significant change that should be
supported in order for these companies to become true subject of market economy operations.
This plan of economic conditions and changes in the organization of the economy, and to
underline, is still lacking serious reform efforts. Without an open confrontation with the fact
that with such a sufficiently reformed economy, weak accumulation - where investment
decisions are left at the level of government - press local interests and power, which has
an absolute monopoly on the job, we cannot emerge from this still dramatic situation. If
this situation remains unchanged - as is seen by the representatives of the government -
still unreformed economy - structurally unadjusted and without prioritization, where both
power and powerlessness draw from a multitude of territorial political centers, it will greatly
diminish the importance and value of the solutions to which there are proposals to strengthen
small and medium-sized enterprises in the line of further strengthening of the market.

Economy grows for some time
The fact is that the economy, according to some basic indicators, has lately been
growing, but this growth is not yet at the required level. However, we should be satisfied

with the results achieved in 2016, as they provide the basis for achieving objectives in 2017.

Table 1: The fiscal strategy for 2016. with projections for 2017 and 2018.

No. Elements Realization in %
2015.  2016. 2017. 2018.
1. Inflation 1,5 2.8 39 3,9
2. Investment 8,2 6,6 6,2 5,5
3. Export 7,8 7,7 7,0 6,7
4. Import 6,0 5,8 4.4 43

Source: Budgets inquiry of the author
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It should be noted that the European Commission remained in Serbia’s economic
growth projection for 2017 and 2018 at 3 and 3.3 percent, foreseeing an increased drop
in unemployment (from 16.1 to 14.3 in this, and to 12.6 in 2018). According to this
projection private consumption will also rise by 2.1 this year, and 3 percent in 2018, the
acceleration compared to 1.2 percent in 2016. Domestic consumption will grow by 2.5
percent this year and 2.4 in 2018, compared to growth of 2.7 percent in 2016. N Export
of goods / services this year will grow by 7, and in 2018 6.7 percent, compared to growth
in exports of 10.9 percent from last year, while imports will rise by six, or 6.3 percent,
compared to growth of 7.7 percent in 2016.

Serbia’s public debt last year was reduced for the first time after many years of
constant growth. However, one should expect that the pace of fiscal consolidation will
somewhat slow down this year, but it will be sufficient to continue the further decrease
of the public debt.

In discussions about the causes of the situation in our economy, there is expressed
dislike of criticism that have led to a serious relationship with the current government
solutions in the field of economy. Such repulsion has also been expressed by those of the
opposition, because it still is not anything serious going on in terms of the economy and
the organization of the economy. According to the presented data like this, we cannot
expect any serious changes even when it comes to further efforts of entrepreneurs. We
believe that without getting into serious structural changes in the economic conditions
and organization, the economy cannot be released from the shackles of internal pressures,
exaggerated party arbitration, which all together represent one of the major causes of our
economic reality, or rather of our still unfavorable economic conditions. It is not about
some illusory hopes that with more radical regime change business and organization,
easily out of the current situation, but it is a fact that will create a serious structural
intervention, a necessary precondition for a faster exit from this business environment.
Bad proposals in the way of further and more serious reform underestimate the importance
of reforms themselves to get out of the situation that, unfortunately, it can be worse.*

There multilayered causes of such state of our economy. Now before these
proposals this problem is tried to be alleviated by improving the economic conditions
for small businesses, investment and foreign capital, creating opportunities for higher
yield agriculture and introducing new incentive system. These are, quite clearly,
significant changes. However, the primary cause of the issue of unresolved problem
of large systems is from the public sector. It has become a first-class socio-economic
issue, because also a lot of public entities by local governments, whose common goals
and interests are marginalized, the ebbing affects and weakens the effectiveness of
the reproductive capacity of the overall economy. And where there are marginalized
common interests and objectives, it must be reflected in the formal question of the
budget of the whole country. In addition, the law constituted a multitude of subjects to
introduce a variety of duties, which in the past caused a disproportionate development
of the non-economy.
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A big illusion

Similarly, the “ideological sin” today is to say (when we are still pressing hard
and high unemployment rate) that it is necessary to invest funds into the economy of the
country, to encourage the development and acceleration of solving unemployment. If so
doing, it should not be considered as a deviation from the principle of belief, because we
fear that we are excessive state intervention in economic investment can go back leads
nowhere. It would be much more negative disproportionate investment in non-economic
activities (regardless to the real needs of the area), which in relation to the bad economic
situation meant the right to extravagance. Now that unemployment is falling, there is less
need for state intervention in economic investments

Increasingly, it is said that more should be done to strengthen the capital market,
or type of securities. However, there is an illusion that the introduction of securities,
especially some of them, will show vitality and a result if it is not relied on and there is a
space in the dynamics of the rest of the economy.

Today, some point out that with the economic growth, that is the current state of
our economy, it can only go with the actual level of market goods, but that it should
be further developed and strengthened labor and capital markets. We agree and ask:
Do countries, with highly industrialized market economies, their vitality and ability in
politics of earning more, draw power from the cohesion and concentration of resources
in companies and systems in the market of goods.

It is unsustainable contradiction that, on the one hand, underestimates the
importance of cohesive strength and power companies and systems, primarily to
increased production, while also attaches so much importance of the capital market
(though not disputing the need and this important instrument). Because there can be no
vitality of capital markets in an economy that is structurally disorganized. With a change
to this state the only gain would bi in a corporate sense globally.

Likewise, the fact is that official institutions are in the real war against the gray
economy, which also shows an increasing tendency to strengthen. You may, as long as
you want, attack this action, but it is a major economic sin to say that we do not need Tax
Administration, as it is (this does not mean that it cannot be reorganized), where there is
a huge professional potential hired (with a strong illusion that it is able to eradicate this
dangerous obstacle of enterpreneurial motivation, initiative and resourcefulness legal
part of the economy), still with the old organization of work, with great illusion that only
with its inherent motives it would be led automatically to a successful prevention in their
activities, which is to a large erosion of personality of the individual and the like. And
that subjectivity has risen in the Directorate and became in many ways present with its
arbitration role, because it was broken fasteners.

We have to learn that under the large organizations and large systems we think of
public sector integrated human resources, rather than a mechanical conglomerate created.
In the public debate on the Law on public companies, professional forces of our society
gave their valuable contribution (if the current shift state will disappear personality of
the individual) will be organized professional power holders of a successful fight against
the gray economy.

Political particularism imposed a lot of conflicting methods of mixing in the
economy, by something opportunistic, and on other bureaucratic. So that when a scandal
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erupts, it often meets the challengers, regardless of whether it touches livelihood. If
this practice took broad conditions it is clear that we are pushing to ruin. Undeveloped
and disturbed political relations explanation for many measures, while declaring the
disturbed political relations (which, by the way, also touches legal institutions) introduces
the principle culprits of all, this is a killer for power drawn to progress.

The key problem of Serbia is that public companies
are slowly becoming independent

On the issue of overriding importance of so-called partocratic monopoly, appearts
the interpretation that there is a class interest politocracy to ensure its absolute monopoly
in the economy, politics (the state-party complex) and ideology (monopoly on ideological
rationalization and ideological monism). The prospect of getting out of this situation
is to further strengthen the democratic forces. The fact is that today we are still very
pronounced state party power in the enterprise, and that we need to correct this situation.
It is not understandable, it is too simplifying things, to interpret the state of heritage
and interests that it held. Excessive partocracy at the top of the country requires a broad
arbitration entire economic complex. The essential question is the dogmatic attitude
towards current economic conditions and the organization of the economy, which is not
fast enough changing the relationship of the economy and politics, that is, the faster the
economy cannot become independent in relation to politics. Especially this applies to
state-owned enterprises.

It happens so that the Law on Public Enterprises, which was adopted in March
last year, according to which a director cannot be a member of any political party, is not
observed. Some of the current directors of enterprises, especially large, largely confirm
that.’> There are still no terminated connections between ownership and management,
and it is supposed to be of key importance for alternatively management of public
enterprises. The government should continue to remain the majority owner of public
enterprises, but not to manage them. Since, even in the case of freezing the status of
the party managers of public enterprises, this principle will not be met, given that the
time relationship between the party and the director does not break. For, in that it has
set a party, instead of working on the company, must work in its interest. It is known
that the reform of public enterprises is not easy and simple, but it’s the last ballast of
public finances. Because when the party in control of public companies, then they sort
of testing ground for partisan employment, through them there is social policy, funding
from various projects and the like. It is no coincidence that the IMF will in the last
third of the program with Serbia, which was deposited by the end of February 2018, the
emphasis placed on these enterprises.

Under the new conditions, in the reformed public enterprises director should have
full freedom in managing the company, and that only measure of success are the business
results. A state, as the owner of a public company, should, in this connection, set targets
against directors and to control how they are achieved.

If you stick to these economic conditions, in such an organized economy, it is
difficult to talk about breaking the constraints of the market economy development and
the weakening of the political power in the economy. Full momentum of development
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of the market economy is the one essential step forward to preserve the acquired values
of democratic change, and the development of the economy strengthen market function.

Dogmatic attitude towards current economic conditions and the organization of an
efficient economy and hampers effective in slowing down the development of society.
Behind the resistance changes quicker lies the fear that this would lead to dominance of
others, fear of partocratic leakage and breeding of big illusion that the existing relations
to compensate entrepreneurial motivation, resourcefulness and initiative. This situation
in our business dealings and stubbornness partocracy in efforts for the survival of the
existing one, creating a rich supply of tendencies that affect some elements of the past.
And they are increasingly open to hear claims that without political pluralism there is
no market or economic democracy. It is clear, therefore, that the question of market
economy, in the sense of imposing an economic objective and as a means to force the
parties to withdraw from the economy and its arbitration situation finally has to set
properly. A tapping only in showing that the power in the middle of irresponsibility
and the only control factor that can bring some kind of responsibility and their political
pluralism.

Affirmation of expertism in economy is a necessity

The reform implemented in Serbia is a necessary prerequisite for certain serious
structural interventions in economic conditions and organization that we have. But there
are still blockages in concrete solutions and market principles themselves, but for our
situation the only alternative may be persistence in market principles, i.e. the deviation
from partocratic structure. That is why we think it has emerged a moment to the question
of the extent to which previous changes we managed to leave the decision that blocks the
realization of the very market principles and affirmation of free and European-oriented
economy?

Important issues and government decisions must be considered by the world’s
search for the best solutions to the current problem arose, of course, with the involvement
of the best. Serbia now has a lot of strong community of intellectuals, but it is quite
unevenly developed and insufficiently used by those in need. This is especially evident
in the field of social sciences, which require better communication and more desirable
intellectuals of all profiles with the economy. This would bring economy into a position
that makes better use of intellectual potential, and this would be easier to come out of
its frame. Of course I am of the opinion that the intellectual community should be more
directed towards finding concrete solutions to economic problems, because it is in their
mutual interest. Some segments of our intellectual community are good, and to those
whose previous (socialist) system was unable to inflict great damage: Mathematicians
are mathematicians in one and in the other system, and they could not have much to
suffer. They do their job the same way. But economists are in a different situation, we are
in a great controversy among us, we can find two blocks, two camps: one insists on state
interventionism and the other is against it and points out that where the state interferes
there is corruption, there are abuses there are errors independent of corruption and abuse,
because when the state interferes big moves are pulled and such are the risks of these
huge mistakes
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Serbia today lacks organization and reduction of administration, bureaucracy and
unnecessary amount of regulations, paperwork, and taxes (especially on wages). Today,
this view has become quite normal, given that the new EU-conditions the government
will be constrained by national borders, it will present important new challenge. And
how, in practice, observed clearly in the trade, which is nothing new. It is generally
known that countries and companies doing business with each other for centuries, and
trade is of great importance for human health, prosperity and well-being of society.
Today countries are in a position to benefit from the exchange of economic development
and productivity, as specialize in the production of goods / services for which they are
best for imports of the same, which is the most efficient products elsewhere.

All this should be more precise and decisive when put in measures built into the
economic policy of the current government,® so that the affirmation of different forms of
ownership in the US gain and experience the true meaning. Our impression is that the
starting point of capitalism in Serbia set too narrow and one-sided, so you get too attaches
importance to private property. Of course, this should not be perceived as if the time calls
into question the capitalist understanding of the importance of private property, but there
are various other types of property, such as: cooperative, joint stock, corporate ... If at the
beginning of the generalization of private property came as the result of the avoidance of
politicians to create consensus on the transformation of the existing property at the time
of the fall of the former regime and the beginning of capitalism, we are already far from
this time and it is necessary, according to the problem, refer to alternatively.

Concluding remarks

Contemporary Serbia is faced with the processes of more decisive battle for
new and acceptable conditions for our model of the economy. It lacks organization
and reduction of administration, bureaucracy and unnecessary amount of regulations,
paperwork, and taxes.

Without going into more serious structural change, the economic conditions and
organization, its economy cannot be released from the shackles of internal pressures and
exaggerated party arbitration. This is one of the major causes of our economic reality, or
rather of our still unfavorable economic conditions. It is not about some illusory hope that
we will, with the radical changes in the regime of economy and organization, easily out
of the current situation, but it is a fact that it will create a serious structural intervention,
a necessary precondition for a faster exit from this business environment.

The primary cause of the unresolved problems issue is of large systems in the
public sector. It has become a first-class socio-economic issue, because of also a lot
of public entities by local governments, which are the common goals and interests of
the marginalized, the ebbing affects and weakens the effectiveness of the reproductive
capacity of the overall economy.

Serbia needs full swing in the development of market economy, as a necessary step
forward in order to preserve the value of acquired democratic changes and development
of the economy strengthen market function.
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Endnotes

1. The economy of the 13 countries in the world has been increasing at an
average rate of 7 percent or more in a succession of 25 years. Among them
was one from Europe, the Middle East, Africa and Latin America. Some
of these countries are rich in raw materials, others are without sufficient
resources, some are the giants, while the others are dwarves, and some often
have different political systems and historical experiences.
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2.

Serbian economy in the eighties with its own knowledge designed and
manufactured industrial robots and numerically controlled machine tools and
massively exported them around the world, including the US and Germany,
which indicates a total disrepair and unused technological possibility.

What we need is a rational and cheap country, efficient administration, low
taxes, safety for capital and alike. Because of that, further and more energetic
improvement of business environment by our side is necessary in all the
fields: fighting the grey economy and unfair competition (that do not make
20% but much more than that and is present even in big companies), because
that can for sure push us forward. If the surrounding countries have now a
simpler procedure, which is key to attracting investment, why we do not do
the same thing?

A reduction in the payroll tax was announced, which would have been the
right thing and step in assisting entrepreneurs. And how much it is important
to our businesses and their competitiveness in the region, the fact that the
neighborhood (Romania) income tax 30 percent and 20 percent (Albania and
Bulgaria), whereas with us the percentage 67 points. In addition to income
taxes in these countries is 10 percent, when all analyze on, it is clear which
side is competitive advantage.

Examples of directors are obvious proof that this law remained a dead letter.
They many years of state water companies operating at a loss, and the state
are covered by the taxpayers (the budget): D. Bajatovic, dir. “Srbijagas” M.
Grceic A duty completer dir. EPS, Z. Drobnjak, A duty completer dir. “Roads
of Serbia and D. Djurovic, dir. “Corridors”.

Atthis moment Serbia needs 5 to 7 billion of investment annually to achieve the
medium-term level of standards seriously approaching the developed world.
This requires that the government and the relevant ministry development
policy spun clear whether greater support for exports of raw materials (wheat,
corn, sugar, fruits, vegetables ...) or finished products.
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