





SME Sector status report-Status
of and Obstacles faced by Local SME Sector
in Kragujevac an Sumadija District

Kragujevac, 2007



SME Sector status report-Status
of and Obstacles faced by Local SME Sector
in Kragujevac an Sumadija District

4 GM Consalting



List of acronyms

SME
RSD
GDP
GVA
SIEPA
RSO
NBS
NES
VAT
PIB
RDB
EAR
USAID
NIP
EBRD
PDI Fund
BRA
FDI
CcOoC
SCC
LED
BIP
REDASP

TAM
BAS
GTZ

BSC
WTO
EICC
MEGA
MESE

Small and medium-sized enterprises

Serbian domestic currency

Gross domestic product

Gross value added

Serbian Investment and Export Promotion Agency
Republic Statistical Office

National Bank of Serbia

National Employment Service

Value added tax

Tax Identification Number

Republic Development Bureau

European Agency for Reconstruction

United States Agency for International Development
National Investment Plan

European Bank for Reconstruction and Development
Pension Disability Insurance Fund

Business Registry Agency

Foreign direct investment

Chamber of Commerce

Serbian Chamber of Commerce

Local economic development

Business Innovations Program

Regional Economic Development Agency for
Sumadija and Pomoravlje

Turn Around Management

Business Advisory Services

Deutsche Gesellchatt fiir Technische Zusammenarbeit
GmbH

Business Start — up Centre

World Trade Organization

Euro Info Correspondence Centre

Municipal Economic Growth Activity
Management and Economics Simulation Exercises
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Executive Summary

Small and medium-sized enterprises and sole proprietors are very

often considered as one of the leading segments of economic development. The
expectations placed on this sector are high and include significant contribution to
new employments, export and trade, as well as active participation in creation of the
local business environment. Identification

of existing obstacles to growth is the first step towards elaboration

of activities for their removal and, consequently, towards the

improvement of SME growth and the general growth of the District.

This Study tries to identify the most serious obstacles limiting the SME sector

in Sumadija District and build upon this identification with suggestions and
recommendations for improvement. The assessment is based on careful analysis
of available relevant publications and national development documents, series of
interviews with the regional SME development stakeholders as well as on a survey
of 300 SMEs executed

in Sumadija District.

Sumadija District is located in central Serbia, covers 2.7% of the country

and it has a population of almost 300,000. The District seat is the city

of Kragujevac. The main economic activity is agriculture, food processing and
metal industries. At the end of 2006, there were 10,075 registered business entities
amounting to 3% of the total turnover in Serbia. The institutional and legal
framework of the SME sector is already in place

and there is a clear Government commitment of pursuing comprehensive SME
policies. The most problematic are the enforcement of regulations and the
implementation phase of SME measures. There are no functioning public private
partnership that would serve as a consultative body

in the field of SME policy.

SME companies and entrepreneurs make 76.8% of the turnover

in Sumadija and employ more than 50% of the employees

create 56.4% of the value added in the District, and 100% of the profit. But,
however impressive these figures might seem, the SME environment is far from
carefree. In contrary, the results of the structured interviews and the survey
show that there are a myriad of obstacles and constraints that are confronting
the SME sector. As a summarized overview, the most important obstacles are
presented in the following table. Identified are clearly a number of similarities
on the understanding of the SME development landscape in Sumadija among

“both sides”.
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But at the same
time, they also
show some
differences

in comprehension
of these obstacles.
Finally, there

is an array of
recommendations
and suggestions

to improvement
directed at different
stakeholders in

the regional SME
development
process
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