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Delegation of the European Union to the Republic of Serbia

Under the EU-funded ’Strengthening Serbia-EU Civil Society Dialogue’ Project

„Building Partnership to Reduce Informal Economy in Serbia“
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(Translation from www.balcanicaucaso.org)

Serbia: against crisis, against informal economy

Economic crisis, high level of unemployment and scarce foreign investments. Serbian economy finds it difficult to move on. While Minister of Economics promises benefits for employers, a group of people have decided to fight the crises at local level and to stand up to informal economy thanks to a project guided by Prosvil, Italian NGO connected to CGIL.  
Serbian Minister of Economics Mlađan Dinkić on Monday 18th of October has stated:”Next year will be better”, and then he mentioned foreign investment of 8 billion dollars that will enter Serbia from Fiat and the privatization of Telekom Srbija. 

Meanwhile, world economic crisis has hit Serbia hard: from GDP growth of 5.5% in 2008 to a decrease of -3% in 2009. According to Dinkić, in third trimester of 2010 GDP increased between 2 and 2,5% and from January 2011, he promises, State benefits to foreign companies that come to invest in Serbia will be applicable also to Serbian companies with more than 50 employees.  

However, there are those who don’t wait for Government interference or direct foreign investments, which are, among other things in notable decrease from 2008, despite arrival of Fiat. We are talking about social plaintiffs who have decided to fight against crises by standing up to informal economy thanks to The European project guided by Prosvil, Italian NGO connected to CGIL. 

“We won a European concourse within the initiative for reinforcement of dialogue between Serbian and European civil society”, explains Mauro Mascioli representative of Prosvil in Serbia, “and together with our partners we thought of this one-year project with the title ‘Building Partnership to Reduce Informal Economy in Serbia’. The news is that we managed to put together two Serbian Trade Unions UGS Nezaviznost  and Savez samostalnih sindikata Srbije with Employer Association UPS”. 

Associates of the Project are Economic and Social Council of the Republic of Serbia and Stalna konferencija gradova i opstina , through which local administrations were involved in the cities where the project will be implemented. European partners are CGIL and SOLIDAR European network of NGO that occupies with social justice in Europe and worldwide. 

With one year budget of 146 thousand EUR the Project has the objective to improve institutional protection of workers in three Serbian cities, Loznica, Kruševac and Subotica, and it is concentrated to 3 critical sectors related to informal economy: Tourism, Construction and Trade. “The Project has the goal to make the first step in the fight against informal economy”, explains Mauro Mascioli, “with seminars on work and entrepreneurship, informative campaigns about the necessity of the formal economy and with researches among indicated sectors of the Project.”  

The seminars will be held in each city on “European standards and best practice related to Informal Economy and Social Dialogue at local level” one will be held in Belgrade about Italian experience of legal support to the workers in informal economy and two seminars in each city mentioned dedicated to workers rights. In three cities a research is planned about informal economy in three mentioned sectors and a creation of work groups among social groups in order to fight the phenomenon.    

“The element we find the most important - concludes Mascioli – is the dialogue between social groups that can work together to solve a problem that is harmful for all, even for companies.”

Three municipalities are in north, next to a border with Hungary (Subotica), in central Serbia (Kruševac), and western Serbia (Loznica). They are chosen because of the similarities of their problems: privatization and often closure of big public companies and incapability of those regions to make their economy stronger.   

Loznica, for example, is a city on border with Bosnia and Herzegovina of 80 thousand inhabitants. Among them, 12600 are unemployed, 41% of   work force. According to data from Trade Unions, at least 13600 are in fact working in informal economy. First results collected for the promotion of the Project tell us about a privatization process and about an economic crisis that have left numerous industrial cadavers on the field. Among them is, for example, HK “Viskoza” Loznica (10.000 workers) and “Zidar” (1.060 workers). 

In Rasina, central district of Serbia, municipality of Kruševac, in December 2009, there were 27621 registered unemployed persons and in Kruševac 16.325. At least one third have fallen to informal economy. In Kruševac closed companies are “Trajal” (1000 workers), “HIAD Henkel Merima” d.o.o. (256 workers), "IMK 14 oktobar” (just in 2009 1.000 workers lost their jobs). From 38 companies in this region 40% lost their jobs.    

In Subotica there are around 10400 people without a job.  The situation has deteriorated with some reconstructions of big companies that decreased the number of their employees from 6000 to 800, with closing of “29 novembar” and “Azotara”. A catastrophe that seems to go beyond 20% of official unemployment at national level.  

“According to our research that included various sources – explains Nataša Cupać Pavlovski from the Serbian Association of Employers – it is estimated that illegal economy has contributed in the first half of 2010 with 35/40% of Serbian GDP. Three main sectors are: non registered companies like hydraulics or painters; taking in workers completely or partially illegally; money laundering or financial frauds”. 

 Serbian Association of Employers has 1700 individual companies and 120 associations in the category. In total, it represents 12% of Serbian companies. The Association has decided to participate in the Project implemented by NGO Prosvil convinced that informal economy creates disloyal competition.  

“Many companies fall in informal economy – explains Nataša Cupać Pavlovski – one reason is that they cannot pay the contributions and save a lot of money by not paying them, and the other reason is that the inspections are very scarce and penalties are mild. That creates a dysfunction in the market and the ones who act by the rules get punished. The State does not occupy enough with this problem. I think a Project like the one from Prosvil is very important-she continues- because it brings together local firms, Trade Unions and employers. It makes the authorities understand how much money the loose because of informal economy, and at the same time it is a project with the goal to encourage employers who work legally and to protect them in comparison to informal sector. Finally, the workers are informed about their rights, who, as we now, in this times of crisis are exposed to blackmails, at least now they know whom they may turn to and what they can do to improve their situation.   

“Finally– concludes Cupać Pavlovski - it is a very important project because it creates connections between social organizations in a local network, that can contribute to a development of future collaborations and it can make people understand that instead of waiting for a State intervention, it is good to work together at a local level.”  
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