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Abstract

The strategic goal of the Republic of Serbia is full membership of the European
Union (the EU). In addition to other reforms, this goal requires the development of
competitive market economy, which would be conductive to the free flow of goods in
the EU market, as regulated by the EU law.

The basic subject of this paper is the research into the strengthening potential of
market surveillance in Serbia, which would entail various products offered in the
market, with the aim of achieving the optimal safety in their usage. In this paper, 1
have analyzed market surveillance in Serbia with respect to consumer protection,
as a specific prerequisite to ensuring full membership of the EU. This can be done
by adopting and implementing the existing standards and recommendations of the
European Commission, within the limits of acceptable financial cost.

The focus is on observing key elements of market surveillance with respect
to technical products presupposing CE marking. The appropriate marketing
surveillance system would enable satisfactory consumer protection aligned with
the individual requirements in support of each market participant. The stress in
on the improvement of domestic consumer protection and aligning the consumer
protection system in Serbia to the standards of the European Union, whereby both
the companies and the consumers would be treated equally.

Key words: market surveillance, market participants, competition, consumer protection.
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TPKUIITHA HAZBOP Y ®YHKIUIU BAIITUTE ITIOTPOILHAYA
AlCTpakT

Cmpamewxu yuwn Cpbuje je nynonpaguo unrarcmeo y Esponckoj yuuju (EY).
Osaj yum noped ocmanux peopmcKux obdasesa, 3axmeea pasgoj KOHKYPEHmHe
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mporcuuHe npuspeoe, Kao U HeHo 0Cnocob/basarbe 3a YCneuiHo makmuierbe u
nobosuwarea y obnacmu cio600Hoe Kpemarba dobapa na mpxcuwmy EY, koje je
ypeheno o0zosapajyhum no3umueHumM nponUCUMA.

OcHosHu npedmem o602 paoda je ucmpasxcugaroe mo2yhinocmu jauarea cucme-
ma mparcuuwinoe naosopa y Cpouju 3a pasiuyume npoussooe Koju ce Hyoe nom-
POWAYUMA HA MPAHCUUNTY, A C8€ Y YUbY NOCMU3AIA FUXoge nyHe 6e36e0Hocmu
3a ynompe6y u kopuuiherve. ¥ paoy ce ananuzupa mpocuwnu Haosop y Cpouju y
DyHKYUjU 3aumume nompowaua, Kao nocebaH yciog Koju 8amsa UCHYHUMU KAKO
ou ce ocuzypano nynonpasto unancmeo Cpouje y EY, yceajarwem u npumerom ea-
arceliux cmandapoa u npenopyka Eeponcke komucuje y3 npuxeam. vuge eKOHOMCKe
mpouiKoge.

Dokyc y pady je Ha oncepsayuju OCHOBHUX eleMeHama mp#CUUHOE HAO30pPd
3a mexuuuke npouzeooe Koju npemnocmasnajy LE - nasoherwe. Ycnocmaswarse
00zosapajyhiez cucmema nadenedarsa mporcuwma mpeba 0a omozyhu 8ucox cme-
neH 3auimume ROMPOWIALA, NOBE3AHO2 €A NOMPedAMA NOOPUIKe CEUM MPAHCUUL-
Hum akmepuma. Yuanpehere zawmume 0omahux nompowiaua u ycaziauasarse
HAYUOHATHUX NpOonuca u cmanoapoa ca aoekeamuum y EY, noo ucmum ycnosuma
HA MpoCUUmy Kako 3a KOMIAHuje y4ecHuKe maxko u 3a nompouaye, nocebHo je
HaenauieH acnexm.

Kuwyune peuu: mpocuwiHu Hao30p, MpiCULHU aKmepu, KOHKYPeHYyuja, 3aumu-
ma nompowaya, L{E o3nauasarve.

Introduction

In the era of global competitiveness and globalization, the contemporary market
is overwhelmed with supply of various types of manufactured and non-manufactured
goods. We are looking at manufacturers with diversified production, connected by
various forms of industry concentration, all of which is integral to contemporary business
practice. Numerous companies realize concentrations with the aim of market expansion,
or maintaining current market position. In some cases, concentrations may result in
significant limitation of market rivalry, as well as weakening the competition. The market
rivalry practice acknowledges harmful effects of concentrations, in addition to certain
disputed forms of concentration. All of this affects consumer/customer satisfaction.

Contemporary commercial practice dictates that companies enhance their overall
business performance in order to survive in the market. Meanwhile, the traditional
company rivalry model has been changing due to joint ventures and mergers and
acquisitions that have introduced new forms of strengthening competitiveness. This
goes hand in hand with technological innovations, which have reshaped rivalry as
well. These processes lead to the inevitable conclusion that the essence of competition
lie not exclusively in rivalry, especially not in its exhausting aspect, considering that
intense rivalry limits company profitability, and, consequently, affects the consumer
satisfaction. The above mentioned processes of strengthening the concentration
and competition among companies in the market impose the need for strengthening the
market surveillance system with respect to said processes, with the aim of consumer
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protection. Companies direct their supply based on consumer demand which is directly
linked with profitability in the long run, thereby making consumers direct participants in
their market surroundings. Regardless of the fact that the high level of market saturation
in various goods should ensure high product quality, consumer protection is regulated
by positive legislation of the EU, the prospective membership of which the Republic
of Serbia strives to. Therefore, in accordance with the EU directives, its consumers are
formally provided with continual protection.

In such an environment, the Republic of Serbia is making preparations to join
the EU and operate in the EU market, while taking measures to achieve a high level
of economic integration into international markets. However, the fact remains that a
national economy cannot be competitive without producing competitive products which
are in accordance with technical and safety market standards, namely, those with CE
marking. Organizing and strengthening the market surveillance system for all products
that require CE marking is an obligation not only for Serbia as a prospective EU member
state, but also the active member states.

This being said, the purpose of market surveillance in the EU is to ensure the safety
of all products circulating in the EU market, in accordance with the law, and based on
mutual recognition and cooperation between member states. The achievement of these
goals in Serbia will depend on its ability to efficiently follow the commodity, financial,
technological standards of market surveillance, as well as other open flows of changes.

The purpose of this paper is to point out the main problems of and limitations to
implementing the market surveillance system in Serbia aligned with the EU laws, but
beneficial for the economy.

The basis of market surveillance

The basic goal of a unified EU market is the free flow of goods [Velloso, 1991].
Serbia joining the EU will provide domestic consumers with a significantly higher
supply, at the same time encouraging competitiveness. For this goal to be realized, the
trading barrier between the member states and Serbia as a prospective member needs
to be removed, mutual acknowledgement of test results and certificates received, and
technical harmonization achieved.

Serbia, as well as the member states, takes on the responsibility of continually
adopting measures and building national infrastructure, so as to ensure that, identically
to the internal EU market, the products coming into the market are aligned with the EU
directives, and if properly installed, maintained and used, do not endanger public health
and safety or other public interests. The options for adequate market surveillance in the
EU are provided by the member states, and they are the same both for products made in
the EU countries, and those made in countries not belonging to the EU, including Serbian
products. Clearly, all market participants outside the EU, including Serbia, have to know
and abide by the regulation and directive requests of the new approach and regulated
market surveillance.

Organizing successful market surveillance in Serbia should be based on premises
similar to those of the EU member states, regarding food products and non-food products
alike. This means that appropriate regulation is implemented for certain product groups,
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whereby the government jurisdiction in market surveillance implemented by a designated
authority depends on the type of product.

The strengthening of the market surveillance system in Serbia has been supported
by the EU under the IPA program, for food and non-food products. This facilitation
measure aims at helping domestic government institutions, (inspectorates, customs,
etc.), to strengthen market surveillance capacities, in order to achieve the desired level of
product safety and domestic consumer protection, with minimal economic cost. Setting
up an adequate and continuous system of market surveillance is one of the prerequisites
to the full EU membership of Serbia, which all of its citizens will benefit from.

The need for continuous market surveillance in the EU is dictated by the internal
market regulations on product safety. The point to market surveillance in the EU is
ensuring the alignment with the laws and legislation enforced in the entire Union, and
based on the mutual acknowledgement and recognition of documentation of the member
states, as well as their cooperation. Serbia should follow in their footsteps, keeping in
mind that it is vital that consumers in Serbia enjoy the right to the same level of protection
as their EU counterparts, regardless of product origin. Surveillance itself is important for
the interests of business entities, because it contributes to eliminating unfair competition.

An established market surveillance system in Serbia, in accordance with EU
standards, will enable successful control of products in the market. With this respect,
it is important that manufacturers, official distributors, traders, and the authorities in
charge acknowledge the stipulations of market surveillance relevant to specific product
and types and activities.

Inefficient functioning of market surveillance is the key factor to product
nonconformity in any national market, including Serbian. To improve the Internal Market
for goods and ensure the success of market surveillance on the EU Market, the New
Legislative Framework was adopted [NLF - New Legislative Framework], whose market
surveillance essence is entailed in [3] Regulation EC no. 765/2008, and [4] Decision CE
no. 768/2008/EC, accepted by Serbia.

Consequently, the key option to implement is the New Legislative Framework
directive. [9] This option is widely used in member states regarding non-food products,
with the goal of meeting the surveillance requirements set by the EU, whereby CE
marking is mandatory. The CE mark is the proof that the product has been designed
and manufactured in line with all applicable EU directives. This mark also means that
the product meets important safety and healthcare, environmental and proprietary
regulations, and serves public interests. [Kanjevac-Milovanovi¢, 2014, p. 47-48] The
product bearing the CE mark, with the appropriate declaration of conformity issued by
the manufacturer, has a free access to and passage through the EU market.

The member states, including our country which has signed the Stabilization and
Association Agreement, [Veljkovi¢, 2013] have the responsibility of enforcing the EU
laws, as stated in the founding Treaty. As the means of implementation, NLF Regulation
gains importance when measures are taken to determine whether products meet the
consumer protection requirements, and whether actions are taken with respect to product
conformity.

Entailed inthe NLF, [ 7] accepted by Serbia, is the high level of consumer protection,
while all the member states are required to take the appropriate measures to ascertain that
the products, including those made in Serbia, are released on the market only if health
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and safety of the public and other public interests protected by NLF directives are in
no way threatened. In other words, products have to be safely manufactured, installed
and serviced, and used for their particular purpose. This calls for the realization of an
effective and all-encompassing market surveillance on the part of the prospective EU
members as well, so as to detect product non-conformity, thereby protecting not only the
interests of consumers, but those of other business entities.

All the EU member states appoint authorities whose jurisdiction is market
surveillance. In addition to being fully authorized, these authorities are fully equipped
to perform the market surveillance activities, thus ensuring technical capacity and
professional integrity of their staff. It is imperative that the authorities act independently,
without discrimination, applying the principles of proportionality. As per the NLF
directives, our country, alongside the member states, is to allow the free flow of products
that conform to technical common practice. However, this practice does not exclude the
right of said countries to deny the free flow of products with significant non-conformity
issues, under the “safeguard clause”.

Adequate market surveillance in Serbia entails following the EU trends, whereby
the member states are under the obligation to notify the EU commission or other member
states of the internal market condition. Disclosure of information gathered during the
internal market surveillance activities has not been specified, due to directives which
pertain to certain products regulated by confidentiality of information. [ 10] Confidentiality
pertaining to specific business subjects is based on national legal systems, which are
different in each member state, especially in ours. Health and safety of consumers is the
exception to this rule.

Choosing the form and modality of implementing market
surveillance directives

In the EU, the choice of form and method of directive implementation falls in the
hands of members states, provided that unbiased market surveillance implementation
is ensured. What this means is that each member state can decide on its own market
surveillance infrastructure, for example, removing all limitation on assigning
responsibility to relevant parties in on functional or geographical basis, [Kos, Uzunovi¢
R., 2004] as long as surveillance is successful nationwide.

In Serbia, market surveillance is carried out by the authorities, as regulated by
legal and administrative procedures. The authorities responsible for market surveillance
are allowed to enter manufacturing and storage facilities, obtain relevant information,
choose a random sample and have it tested, in order to fully protect the existing and
future consumers. In the EU, General Product Safety Directive, GPSD, contains precise
description of the duties of the member states to organize market surveillance and provide
adequate means of surveillance. In the case of non-food and food products under special
directives and laws of the EU, founded on full harmonization and entailing regulation
in all safety aspects aligned with the directives, the General Directives do not apply.
Nevertheless, these general directives can be used as a model of market surveillance of
different consumer goods.

Efficient market surveillance in Serbia is indispensable in protecting the health
of its nationals. To fall in line with the internal EU market, the relevant authorities need
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efficient administrative cooperation in market surveillance in Serbia. As each country has
jurisdiction over implementing market surveillance, this process is feasible.

Serbian market surveillance authorities must have the necessary resources and
authorization for their surveillance activity, thus operating at full capacity when it comes
to monitoring the quality of all the goods in the market, and ensuring product conformity.
In terms of human resources, authorities must have the appropriate number of adequately
trained, professionally competent and experienced employees. The authorities in charge
also have to be independent and unbiased. In other words, market surveillance should
be carried out in accordance with the principle of proportionality, which means that the
surveillance activity must be proportional to the risk. The point is that the influence of
surveillance must not be stronger than that needed to fulfill its purpose. With respect to
ensuring the quality of assessment data, the equipment and operation of the laboratory
used for this purpose must conform to EN/ ISO 17025 standard.

An independent body can be commissioned by the authorities to assess or control
surveillance activities and function as technical support, provided that the authority
in charge reserves the responsibility for its decisions, and eliminates any conflict of
interest in evaluating the conformity of the independent body and its activities regarding
surveillance. The responsibility for any decision to be made based on authorized
surveillance, must be made by the lawful authorities. In the event of the authorized body
and market surveillance authority being under the patronage of the same supervising
administration, the limits of responsibility should be set so as to avoid the conflict of
interest between their respective activities, as is the practice in the EU.

Market surveillance realization

Effective consumer protection is necessary in order to ensure the efficient
functioning of the market economy. This protection will depend on the development
of administrative infrastructure in order to secure control of the d market and law
enforcement in this area. [14]

The EU legislation imposes the obligation on the member states to secure the
implementation of market surveillance in their respective countries. Each state is solely
responsible for handling this issue within its own legal limits. The biggest portion of
surveillance over the unified EU market is in hands of market inspectorates of member
states, followed by labor inspectorates (the use of product in the workplace), energy
inspectorate (during usage), health inspectorate (healthcare), mining inspectorate (in
mines), human environment and transport inspectorate for marine traffic, etc...Such a
surveillance process entails the exchange of information between the inspectorates.

It is, therefore, clear that key market surveillance presupposes activity on the
part of national supervising authority, which must control the conformity of products
circulating in the market with the directives of the national legislation, modified by the
NLF directives. Following are the activities of done in realization of conformity with
NLF approach, when and where necessary.

Product conformity check at the moment of its release on the market/ putting it
to use, is the very purpose of surveillance. The NLF directives include documents that
allow the market inspectorate to obtain product information:

70 EKOHOMUKA EXA1



©JlpywtBo ekoHomucra “Exonomuka” Hun http://www.ekonomika.org.rs

- EC- declaration of conformity - provided to the market inspectorate on
request and

- Technical documentation - the inspectorate usually uses the abridged version,
and asks for detailed data only if there is a doubt in a product’s conformity
with the law, thus protecting public health and safety and public interests as
per the directive.

Realization of market surveillance in Serbia, as in other member states, calls for
the involvement of many different institutions (market inspectorate, customs, etc.), that
would monitor a specific product group or a specific area. The main task of the market
inspectorate is to check whether the products conform to legislation, once they have
been released on the market, and during their usage. Market surveillance cannot be
realized in planning and production phases, that is, prior to the manufacture assuming
formal responsibility for product conformity by marking their product with a CE mark.
These activities, not only in the EU, but also in our country, do not exclude cooperation
between the market inspectorate, the manufacturer and the deliverer, before the product
has come on the market.

Considering the impossibility of organizing market surveillance activities in the planning
and production phases, the success of implementing the regulations in Serbia requires that the
supervising authorities cooperate with manufacturers and deliverers, in order to eliminate
products that do not conform to standards being sold on the market. The information relevant to
the authority is the EC declaration of conformity and technical documentation.

The focus of surveillance must be on areas where the greater probability of danger
exists, or where the non-conformity is more common, in other words, where there is
a specific public interest. When a product has all the necessary documentation and
marking, it thereby satisfies the formal criteria of functioning. In the interest of a more
successful market surveillance, the authorities in charge (inspectorates) should:

- be familiar with the regulation of every surveillance directive (e.g. the
availability of EC- declaration of conformity, handling manual with product
specification and the proper choice of criteria for assessing conformity),

- Plan their activities in advance and adequately respond to information
provided by or gathered from the public (consumer complaints and consumer
organization information, etc.)[11],

- Continuously oversee industrial, commercial and storage facilities; constantly
patrol workplaces and premises where products are used, or operate; announce
regular and organize random controls, and take product samples for testing.

The customs administration has its rightful place in the market surveillance
process, not only in the EU, but also in Serbia. Regulation EU EEC no. 339/93 on the
assessment of conformity with product safety standards in third world countries demands
that the customs administration be fully involved in market surveillance activities. Their
task is to temporarily or permanently ban the import of goods that might pose, or poses
imminent threat to health and safety, according to the established regulation and terms of
use. Regulation EEC no. 339/93 applies to all products imported from the third countries,
which comprises the ones entailed in the NLF directives. These products are thoroughly
checked for CE marking by the customs, especially if their packaging, label and stickers
indicate they were made for the EU market without additional processing. [10]
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The Serbian customs office, identical to the procedure in the EU, duly informs
the market inspectorate about their decision to impose a temporary import ban on a
certain product, causing the inspectorate to take the necessary measures on their part. In
addition, market inspectorate has a duty to inform the customs about their conclusions
regarding products imported from third countries [Despotovi¢, 2016]. The responsibility
for such products in the EU is taken by the authorized distributor, or a dealer with a head
office in the member states. In Serbia, such responsibility lies with the dealer/distributor.

When a decision is made on the part of Serbian supervising authority about
limiting, banning product placement, or product recall, precise reasons must be provided.

As for the general product safety directive, it is a legal basis for functioning of a
system for information exchange in emergency situations. This rapid alert system for
dangerous non-food products posing a risk to health and safety of consumers (RAPEX)
is a general and horizontal system of early warning and monitoring [5]. Its purpose is to
obtain information which would allow the authorities to act accordingly when a product
poses a serious threat. Serbia has a long way to go before it develops such a system.

The Internet market in the EU is regulated by E-commerce directive 2000/31/EC,
whereby the party offering goods/services, situated in the EU, has to fulfill the criteria
set in the directive. If a certain product offered on the market fails to meet the criteria,
it has to be clearly marked. A product cannot be marketed on the Internet for the EU
market, until it is actually available on the said market. In Serbia, regulations covering
this market are insufficient.

In the end, these activities serve a purpose of ensuring health and safety protection
for consumers, and proper functioning of the market system.

Conclusion

As a prospective EU member, Serbia has to develop and harmonize its market
surveillance institutions according to standards and directives of the New Legislative
Framework. Future development entails domains of infrastructure quality, standardization,
accreditation, intellectual property and network of institutions in charge of product
conformity and control. Serbia, having the biggest trading volume with the EU countries,
in other words, exporting goods and services largely to the internal EU market, has to
accommodate every request on the part of EU and conform to its legislation, and ensure
appropriate and synchronized consumer-oriented market surveillance.

The improvement of market surveillance system comes at a price, which is why it
is especially important for this process to take place with acceptable economic expenses.
Before, strengthening the market surveillance system in Serbia for food and non-food
products had been supported by the EU through the IPA project. The purpose of this project
was to increase the market surveillance capacity in domestic institutions (inspectorates,
customs, etc.), thus adopting and implementing relevant EU regulation, with the ultimate
goal of ensuring complete product safety and protecting the consumers. Serbia faces a lot
of things that need to be done in terms of conforming domestic regulation to the valid EU
directives, before it gains the status of an EU member state.
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