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1. INTRODUCTION 
 
 Dynamic entrepreneurs are particularly well placed to reap opportunities from 
globalisation and from the acceleration of technological change. Our capacity to build on 
the growth and innovation potential of small and medium-sized enterprises (SMEs) will 
therefore be decisive for the future prosperity of the EU. In a globally changing landscape 
characterised by continuous structural changes and enhanced competitive pressures, the 
role of SMEs in our society has become even more important as providers of employment 
opportunities and key players for the wellbeing of local and regional communities. Vibrant 
SMEs will make Europe more robust to stand against the uncertainty thrown up in the 
globalised world of today. The EU has thus firmly placed the needs of SMEs at the heart of 
numerous strategies.  
 The national and local environments in which SMEs operate are very different and 
so is the nature of SMEs themselves (including crafts, micro-enterprises, family owned or 
social economy enterprises) [4]. 

 Small Business Act for Europe was adopted in June 2008 and it reflects the 
Commission's political will to recognise the central role of SMEs in the EU economy. It 
aims to improve the overall approach to entrepreneurship, permanently anchor the 'Think 
Small First' principle in policy making from regulation to public service, and to promote 
SMEs' growth by helping them tackle the remaining problems which hamper their 
development. The Small Business Act (SBA) for Europe applies to all independent 
companies which have fewer than 250 employees: 99% of all European businesses [4]. 

 According to the data provided by the Serbian National Statistical Office, Serbia’s 
SME sector has a higher share of small, medium, and large companies than the EU 
average. Micro firms are thus comparatively less prevalent. 
The SME sector contributes less to employment and value-added than in the EU, but it still 
accounts for more than half of all workers in the business economy, and half of the 
contribution to gross domestic product. 
On average, SMEs in Serbia employ 7.3 workers, which is significantly higher than the 4.5 
EU average, suggesting a need to do more to develop Serbia’s framework conditions for  
entrepreneurship.  
SMEs in Serbia are concentrated in the business service sector, followed by trade, 
transport, tourism, construction and manufacturing.  
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Table 1. SMEs in Serbia — basic figures [1] 
 
 Having in mind that world economies nourish SME development in order to boost 
the economic development or to overcome the consequences caused by the crisis, or in our 
case the transition period, Serbia also supports the SME sector development. There are 
numerous mechanisms for strengthening this sector but it is essential that the approach is 
systematic. Therefore, this paper will discuss the means how a local self-government can 
support the SME development by resolving their problems and implementing measures 
which would secure their development and start-ups.  
 
 A general conclusion derived from most of the researches in the existing economy 
in Serbia states that there is not sufficient support, neither on the local or the republic level, 
understanding and communication between the administration and the existing business 
community. Although the general aim of each and every local self-government in Serbia is 
to have healthy local economy and good business climate, there are no concrete examples 
of the cooperation between the two entities [3]. 
 
 Therefore, there was a quite a successful programme which supported SME 
development in Serbia and it was called the Business Retention and Expansion programme 
in Serbia by USAID MEGA. This programme aimed at preventing job loss, retaining 
existing SMEs, supporting job creation, attracting new investors through the existing 
SMEs content with the business climate, re-establishing the cooperation between the local 
business community and the public administration. 
 
 The most important measure was envisaged in the business sector opinion analysis 
which gave the guidelines for the local self-government which wanted to resolve SME 
problems, create the business friendly environment for SME development and start-ups. In 
the paper we will present how the business sector opinion analysis was done on the 
territory of the City of Nis and what were the results. 
 
2. EUROPEAN SME PERSPECTIVE AND SERBIAN SME REALITY 
 
 At the heart of the European SBA is the conviction that achieving the best possible 
framework conditions for SMEs depends first and foremost on society’s recognition of 
entrepreneurs. The general climate in society should lead individuals to consider the option 
of starting their own business as attractive, and acknowledge that SMEs contribute 
substantially to employment growth and economic prosperity. As a key contribution to 
achieving an SME friendly environment, the perception of the role of entrepreneurs and 
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risk-taking in the EU will therefore have to change: entrepreneurship and the associated 
willingness to take risks should be applauded by political leaders and the media, and 
supported by administrations. Being SME-friendly should become mainstream policy, 
based on the conviction that rules must respect the majority of those who will use them: the 
”Think Small First” principle. The SBA builds on the Commission’s and Member States’ 
policy achievements, creates a new policy framework which integrates the existing 
enterprise policy instruments, and builds in particular on the European Charter for Small 
Enterprises and the Modern SME policy [4]. 
 
 European Union is making effort to improve the business climate and support the 
growth of SMEs though various policies and measures. Therefore, the Small Business Act 
for Europe envisages a set of 10 principles to guide the conception and implementation of 
policies both at EU and Member State level: 

1. Create an environment in which entrepreneurs and family businesses can thrive and 
entrepreneurship is rewarded, 

2. Ensure that honest entrepreneurs who have faced bankruptcy quickly get a second 
chance, 

3. Design rules according to the “Think Small First” principle, 
4. Make public administrations responsive to SMEs’ needs, 
5. Adapt public policy tools to SME needs: facilitate SMEs’ participation in public 

procurement and better use State Aid possibilities for SMEs, 
6. Facilitate SMEs’ access to finance and develop a legal and business environment 

supportive to timely payments in commercial transactions, 
7. Help SMEs to benefit more from the opportunities offered by the Single Market, 
8. Promote the upgrading of skills in SMEs and all forms of innovation, 
9. Enable SMEs to turn environmental challenges into opportunities, 
10. Encourage and support SMEs to benefit from the growth of markets [4]. 

 
 As presented, local administrations should make effort to create the business 
friendly environment and to become responsive to SME needs which will be discussed in 
the paper, especially though a good practice example of simply asking the SMEs what they 
need. 
 Serbia is trailing behind the average in comparison to the EU according to those 10 
SBA principles. However, Serbian performance in Entrepreneurship and Access to Finance 
is slightly above average but it needs to improve its performance in Responsive 
administration, Internationalisation, Environment, Skills and innovation, and Second 
chance as shown in Graph 1. 
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Graph 1. Serbia’s SBA performance: Status quo and development over 2007-2012 [1] 
 
 Hereby, we will continue our discussion but only regarding the responsive 
administration issue having in mind that support to SMEs in Serbia could improve 
significantly. Graph 2. presents responsive administration segments in Serbia in 
comparison to EU average but on the republic level. Most of the issues are subject to 
republic institutions and national strategic action plans and programmes. 
 

 
 
Graph 2. Analysis of responsive administration segments in Serbia in comparison to EU 
average   
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 Generally there are no significant changes in comparison to the previous year. The 
time required to transfer a property was reduced to 11 days from 91 the year before. 
Although it takes almost the same time to start a business in Serbia as in the EU in general, 
the cost of doing so is almost 15% higher. On the other hand, businesses have to pay in 
much less start capital. Tax payments are relatively higher, as is the time it takes to deal 
with them, and this could be considered as an administrative burden on SMEs in Serbia. 
On the policy front, various measures were taken. A new Law on Registration enabled all 
documents related to business registration to be submitted electronically, thus reducing 
registration time and getting closer to the SBA Action Plan recommendation. This 
innovation will also achieve savings of some EUR 1 million annually. Further electronic 
innovations concern the electronic submission of VAT forms, which came into force in 
June 2011. Another important change in the Serbian legislation concerns minimum capital 
— which fell for LLCs by almost 500 times, to around one euro. 
 
3. BUSINESS SECTOR OPINION ANALYSIS  
 
 Having in mind the current situation and existing SME support measures on the 
European level and partly the national level, and knowing that the situation on the local 
level is specific due to the level of the economic development, predominant industry and 
social and economic factors, we will present a good practice example of providing support 
and investigating opinions to SMEs on the territory of the City of Nis. 
The basic aim of conducting the Business Sector Opinion analysis was to learn something 
about the current state, wishes, needs, problems of the business community and to 
determine means of eliminating problems in cooperation between the local self-
government and the business community [2]. 

The survey conducted in 2009 encompassed 71 SMEs (total number of employees 9.731), 
while the survey conducted in 2011 encompassed 120 SMEs (total number of employees 
9.623). We will present the comparative analyses between findings from 2009 and 2011 so 
that we can see if and to what extent the local self-government adopted guidelines from the 
surveys. 

SMEs usually identified as negative factors for their current and future development 
general economic situation (as in 2009), material costs, components, etc., national 
legislation (as in 2009), interest rates (as in 2009). 

The quality of services provided by the local self-government was marked with sufficient. 
The results were quantified though the Likert scale with 5 categories, where 5 is the 
highest and 2 the lowest, while 1 represented those without opinion.  

 
Service 2009 2011 Increased by 

Offer of locations and premises  1.23 2.48 1.25 
Support to SMEs 1.29 2.43 1.14 
Public transport 2.02 3 0.98 
Road maintenance 1.44 2.43 0.99 
Infrastructure development 1.45 2.71 1.26 
Public safety 2.5 2.94 0.44 
Construction permits 1.2 2.21 1.01 
Permits for businesses 2 2.6 0.6 
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Waste disposal 1.98 3 1.02 
Housing 2.41 2.82 0.41 
Total average 1.75 2.66 0.91 

 
Table 2. Comparative analysis of the public service quality analysis 

 
 The local self-government in 2009 was evaluated by the total average of 1,75 while 
in 2011 it was 2,66. The worst services were issuing construction permits (2,21), road 
maintenance (2,43) and support to SMEs (2,43). The best services were public transport 
(3), waste disposal (3) and public safety (2,94).  
  
 It is remarkable how those categories which had the least points in 2009, resulted in 
the highest increase in 2011. This is characteristic for infrastructure development where the 
average mark increased from 1,45 to 2,71. The same goes for the offer of locations and 
premises from 1,23 to 2,48. On average the mark increased by 0.91 (Table 2.). When asked 
which services the local self-government should improve fist the answer was issuing 
construction permits (as in 2009), support to SMEs and road maintenance.  
 
 In 2011 the SMEs were asked which services the local self-government should 
provide in order to develop the local economy and the results are shown in Table 3. Most 
of the SMEs think that the local self-government should, as in 2009, deal with actively 
attracting investments, tax incentives and financial support for SMEs.  
 

 

Statement I agree 
I partially 

agree 
I partially 
disagree 

I do not 
agree NA 

Free of charge locations 61 16 4 5 14 
Tax incentives 65 20 2 1 12 
Business incubators 40 32 5 7 16 
SME support centres 59 23 2 4 12 
Support to local companies 58 21 2 4 15 
Active investment attraction 71 12 0 2 15 
Economic development 
experts 45 24 8 9 14 
Financial support to SMEs 64 20 1 2 13 
Human resource development 61 18 6 1 14 
Direct assistance to 
management 37 19 13 16 15 
Ethic codex  54 17 11 2 16 

 
Table 3. Role of the local self-government in the economic development  
 
 The local self-government was in general rated with satisfactory. Only 2% of SMEs 
rated it with exceptional, while 12% with good. 44% of SMEs said that the efforts of the 
local self-government were satisfactory, 20% said it was bad, and 22% did not answer. 
 
 Out of 88 SMEs which answered how they see the local self-government as a 
business hub said that it was exceptional, 15 said it was good, 37 said that it was 
satisfactory and 34 said that it was bad. When these results are compared with those from 
2009 we get the following table (Table 4.). 
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 2009 2011 
 Absolute % Absolute % 
Exceptional 1 1.41% 2 2.00% 
Good 5 7.04% 15 15.00% 
Satisfactory 34 47.89% 37 37.00% 
Bad 29 40.85% 34 34.00% 
NA 2 2.82% 12 12.00% 
Total 71 100.00% 100 100.00% 

 
Table 4. Opinion on how they see the local self-government as a business hub 
 
 As key advantages of the City of Nis and doing business in it numerous companies 
stated geographical position, good transport connectivity, the scope of the local market, 
presence of institutions, airport, readiness of the local self-government for cooperation, 
presence of the university and the possibility to secure the required human resources, etc. 
On the other hand, companies identified major problems: high unemployment rate, low 
purchasing power, small market, insufficient financial resources and the assistance from 
the state entities, too much bureaucracy, centralization of the country, illiquid economy, 
lack of support to SMEs, lack of investment projects, legislatives. 
 
 What companies think about the strategic economic development plan of the city is 
highly important. By analysing their opinions, most of them think that the development of 
SMEs should be the priority (63%), then providing support to companies (56%) which was 
the priority in 2009, and the attraction of FDI (42%). All of the companies think that the 
transfer of technology is the least relevant task in the strategic economic development plan 
of the city (Photo 1). 

 
 

 
 
Photo 1. Priorities which should comprise the strategic economic development plan of the 
city  
 
 

Development of SMEs 
Support to SMEs 

Attracting new investments 
Development of agriculture and 

villages 
Infrastructure 

Education 
Development of human resources 

Tourism 
Research and Development 

Transport 
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4.CONCLUSION 
 
 Managing the transition towards a knowledge-based economy is the key challenge 
for the EU today. Success will ensure a competitive and dynamic economy with more and 
better jobs and a higher level of social cohesion. 
Therefore, European community should make effort to make room for SME sector to 
bloom in order to overcome the existing problems the SME sector has, providing the 
business friendly environment and supporting start-ups.  
 
 National and business competitiveness of Serbia is quite low. This resulted in 
the need to search for the approved ways of gaining and maintaining competitiveness of all 
sectors. It is vital that all of the stakeholders are included in this process.  
The local self-government has a substantial role in this endeavour, especially when 
overcoming the following: inefficiency of the public sector when providing services, old 
infrastructure and equipment, narrow scope and low quality of public services, lack of 
qualifies human resources, lack of financial resources for improving the infrastructure and 
public services.  
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