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Section 1: Introduction

Mag. Gerhard Sabathiel in cooperation with Serbia Start Up and the Regional Development
Agency SME Alma Mons worked during a three-day event intensively on the preparation of
this Serbia Start Up Action Plan. The event was carried out in the period from February 28th,
2017 to March, 2nd 2017, at the premises of the Regional Development Agency Alma Mons in
Novi Sad, Serbia.

For details on the Agenda please refer to Annex 1 to this Document.

The event was organised in the way of a mixture of presentations and discussions on the one
hand and work on the concrete Action Plan for Serbia Start Up on the other.

The presentations given at the Event covered the following topics:
- Business Start Up Introduction
- SME Financing Instruments
For detalis to the presentation material please refer to Annex 2 and 3 to this Report.

The focus of this action plan is given to the opportunity of cooperation between different
stakeholders on a local municipal level.

Serbia Start Up is a registered NGO that helps creative individuals who have new and original
work and ideas to improve their business skills and build their dream companies.

Serbia Start Up recognizes the high ethical solutions on humans, animals, and environment
welfare. In order to meet the objectives of the initiative, Serbia Start Up has intensively
worked with Mag. Gerhard Sabathiel, the Creative Industries Cluster of Vojvodina and Alma
Mons on the development of this Action Plan that addresses all aspects of the Startup
ecosystem. With this Action Plan Serbia Start Up hopes to accelerate spreading of the startup
movement:

- From digital/ technology sector to a wide array of sectors including agriculture,
manufacturing, social sector, healthcare, education, etc.;

- From existing very basic concept to an independent modern concept including semi-
urban and rural areas.
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Serbia Start Up is a flagship initiative of the NGO sector, intended to build a strong eco-
system for nurturing innovation and Start Up in the country that will drive sustainable
economic growth and generate large scale employment opportunities. The Serbia Start Up /
NGO through this initiative aims to empower Start Up to grow through innovation and design,
and to be part of a regional, EU and a global network.

With this Action Plan Serbia Start Up hopes accelerate spreading of the Start Up movement in
Serbia. The Action Plan is based on the following pillars:

- current situation
- issues, hurdles and opportunities
- development needs

- Start Up Action Plan and next steps
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Section 2: Current situation for Start Ups in Serbia

At the moment in Serbia there is no general program and there are no alligend activities

available in Governmental programs. Several existing NGO entreprises support Start Ups, but
an overall coordination is missing.

Governmental programs covering Start Up concepts via several programs, and documents,
related with Start Ups. A special focus is given to the young population, SMEs or MSMEs.

We have identified several relevant programs and documents available in Serbia, which are

listed below:

a)

b)

Action Plans:

Action Plan for implementation National Strategy for youth for the period from 2015
to 2017

Action Plan for Youth Policy for Vojvodina 2015 — 2020
Strategies:
National Youth Strategy for the period from 2015 to 2025

The Strategy to support the development of small and medium enterprises,
entrepreneurship and competitiveness for the period from 2015 to 2020

National Employment Strategy for the period 2011-2020

Strategy of Scientific and Technological Development of Republic of Serbia for the
period from 2016 to 2020

Education Development Strategy in Serbia until 2020

The reform of employment policy and social policy (Employment and Social Reform
Programme - ESRP)

National Priorities for International help in the Republic of Serbia for the period 2014-
17. year, with projections to 2020

The national priorities for international help in the Republic of Serbia for the period
2014-17. year, with projections to 2020
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- Development and State Support industry information tehnologies

c) Laws:

- Law on Business Entities

- The Law on the Procedure of Registration with the Agency for Business registry
- Law on classification of activities

- Labor Act

- Accounting Act

- Law on Personal Income Tax

- Law on Profit Tax

- Law on Value Added Tax

- Law on Mandatory Social Insurance

- Law on Property Taxes

- The Law on Excise Duties

- Customs Act

- The Law on Foreign Exchange Transactions

- Foreign Trade Law

- Law on Culture

- Law on Agriculture and Rural Development

- Law on Agricultural Land

- Law on Incentives in Agriculture and Rural Development

- The Law on Electronic Communications

d) Ongoing projects:
- Mladi su zakon
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The following studies are available:

- Analysis of youth employment in Serbia, with special emphasis on self-employment
and development as well as innovation factors of entrepreneurship,

- Review of strategic national documents that define entrepreneurship for young people
as well as the legislative framework regulates the performance of entrepreneurial
activities in Serbia,

- Analysis of the measures applied by other countries in order to develop youth
entrepreneurship,

- Attitudes of young entrepreneurs (those who left their work) from the observed
activities through organized interviews and focus groups, as well

- Propose measures that can contribute to the development of entrepreneurship in
Serbia

Besides Serbia Start Up some other support programs for Start-ups in Serbia exist:
- Mikser House to support the creative industries in Serbia

Mikser House is a multidisciplinary platform that encourages the development of creative
economy in Serbia, which connects cultural, educational, and commercial activities
multifunctional space that was created creative transformation of the old city warehouse.
Mikser House became recognized as a regional design center dedicated to the development
and improvement of talents in the region.

- Smart Office incubator

Smart Office is an incubator located in the center of Belgrade, and offers office space with 30
tables and two conference rooms, tailored startup enterprises, entrepreneurs who work from
home, freelancers and small teams in need of a functional space to work with a brand flexible
terms and conditions. The incubator offers virtual office solutions and other logistical support
to the business.
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- Business Technology Incubator of Technical Faculties in Belgrade

The incubator was established in partnership of four technical faculties of the University of
Belgrade (Civil, Mechanical, Electrical and Technology and Metallurgical), Palilula Municipality
and Democratic Transition Initiative. The goals of this incubator are as follows:

— Creating an instrument to support young, technically educated people to start and
develop their own business and thus ensure economic existence and attract young
people stay in the country

— Creating conditions for direct commercialization of scientific research professor and
associate faculty through the establishment their own companies

— The creation of new small and medium-sized enterprises (SMEs) in the high
technology.

— The essence is in providing support in the early stages of business development
covering part of the cost (rental of office and research space, technological and
telecommunications infrastructure), administrative assistance (Legislation, accounting,
etc.) as well as business consulting (business plan, management, marketing).

— Defines three lines of activity: pre incubational phase (includes preparation of final
year students and graduates at technical universities to start their own business, both
through education and training programs, as well as through ongoing consulting and
mentoring program), stage of development of innovations (the final stage of research
process in the development and commercialization of new products and services,
technology and prototypes in the process of knowledge and technology transfer
services to colleges) incubation phase.

- Designincubator Nova Iskra

Nova Iskra design incubator was founded in 2012 in Belgrade by a Group of managers and
entrepreneurs with diverse, long-term experience in local, regional and international projects.

It offers three main levels of activity - providing a common space for work, educational
programs and projects in the field of creativity, innovation and social responsible design
services and training program.
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Important issues and hurdles for Start Ups in Serbia:

Lack of market Know how and expertise
business knowledge and skills need to be strengthened — training needed

harmonisation and coordination between various administrative bodies and
institutions missing

structured access to information missing
access to capital and debt very limited
often policies mostly copied from EU standards, but not adopted to Serbian needs

missing competency especially on a municipal level
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Section 3: Basic statistical data

EU Youth Strategy (2010-2018) does not use an official definition for a certain period in life
when a person is considered young, but varies from country to country, depending on the
level of socio-economic development.

Youth Law of the Republic of Serbia prescribes that young people are considered persons of
fifteen to thirty years of age, while according to the United Nations young people are defined
as being between fifteen and twenty-four years of age.

In the Autonomous Province of Vojvodina has 1,957,585 inhabitants. Out of the total number
young people aged 15-29 is 386.451 or 19.74%. Young people aged 15-19 take up 5.97%, or
116,929, are aged 20-24 years, occupying 6.66% or 130.462, and young people aged 25-29
take up 7.1% or 139,060 young people.

The situation in September 2014 indicates that in the AP Vojvodina youth employment is not
satisfactory, and that about 26% of registered unemployed are young people aged 15 to 29
years, of which slightly more than half of young unemployed are women. In the structure of
registered unemployed young people, the most common age group is the category of 25 to 29
years of age with 23,502 persons (or 47.51%), in total, as well as in young unemployed women
(55.09%).

The largest part of MSME are micro enterprises employing up to 5 people and often only a
few family members.

Based on public data in the EU, the term SMEs include all companies that have less than 250
employees and meet at least one of the following two criteria:

- annual turnover not exceeding 50 million €
- and the value of the total assets of not more than 43 mil. €

Based on these criteria, the sector has made the distinction between micro, small and
medium enterprises.

Consequently, micro enterprises are those employing up to 10 people, the total revenue
reaches up to 2 million € and / or the value of their assets does not exceed 2 million €.
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Small businesses employing between 10 and 50 people, generate total a maximum revenue of
10 mil. € and / or the value of their total assets is not greater than 10 mil. €.

Finally, in medium-sized enterprises the number of employees does not exceed 250 people,
the total revenue does not exceed 50 mil. € and / or the value of total assets is less than or
equal to 43 mil. €

In Serbia special rules apply. The Classification divides companies in small, medium and large
companies depending on basic criteria:

- Number of employees,

- Annual revenue andThe value of assets determined by the financial report for the business
year.

Starting from these three criteria the definitions are as follows:

- Micro enterprises are those in which the number of employees is not more than 9,
annual revenue does not exceed 1 mil. € and the average value of business assets does
not exceed 0,5 million €

- Small enterprises are those in which the number of employees is not more than 50,
annual revenue does not exceed 2.5 mil. € and the average value of the business
assets does not exceed 1 million €

- Medium enterprises in which the number of employees does not exceed 250, annual
turnover not exceeding 10 million € and the value of business assets does not exceed 5
mil. €

- Large are those enterprises that employ more than 250 people, have annual revenues
of more than 10 million € and assets exceeding 5 million €.

According to the Global Competitiveness Report of the World Economic Forum in 2016, Serbia
based on innovation of the economy is on the 113th place out of 140 countries surveyed.

By comparison, Croatia is on the 92 place, Montenegro 69, Macedonia and Slovenia at the
58th to 33rd place.

During the last years the number of MSMEs in Serbia increased by 2.8% or 8,860. The number
of entrepreneurs increased by 9,464, or 4.3%.

Serbia Start Up Action Plan, March 2017 Page 11 of 17



Mag. Gerhard % START: Cluster of COOPERATION _™Gilicy

Creative o [ AUSTRIAN 3
%SERBIA Industries @™ ieaine | == DEVELOPMENT %]
- (( e

Sabathiel ALMA MONS @~ -UP vojvodina

The Number of entrepreneurs in Serbia increased in 2015, according to data of the Agency for
Business Registers (APR) for the first 10 months, a number of shops in this period increased
by about 2,000.

MSMEs statistic data:
During 2015: opened 28.083 MSMEs and closed 26.108 MSMEs

For comparison - during 2011: opened 7.098, being 12% less than 2010 and closed 11.607,
being 87% more than 2010

Firstly this shows that the number of opening of new companies is increasing and also very
important that the correlation between opening of new companies and the closing of
companies has changed from a negative development to a positive surplus.
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Section 4: Financing opportunities for Start Ups in Serbia

The currently active program of financial support for start-ups in the Republic of Serbia is
mainlyprovided by the Fund for Development (RSD 350 million earmarked funds) and The
Ministry of Economy (150 million RSD). The provided support includes a combination of 30%
grant and 70% loan of the Development Fund, and non-financial support through a
standardized set of services provided by accredited regional development agencies, especially
in training and assistance in preparing business plans.

In Republic of Serbia, entrepreneurs and small and medium enterprises have opportunities to
receive specialised funds from several sources. Some examples have been listed below:

- Fund Development Vojvodina has different lines for SME

- Guranatee Fund Vojvodina provides support for Start Up Vojvodina
- SPEA - Serbian Private Equity Association

- EBRD programs

- WB programs

- EIB programs

- COSME / EASME / Horizon / EC grants

An important role in the development of the SME sector, in providing financial support and in
taking various measures of the Programme have institutions such as the Development Fund of
the Republic of Serbia, the Agency for Export Insurance and Financing (AOFI), the
Development Agency Serbia (DAS) and the National Employment Service (NHS).

Additiotnally the Autonomous Province of Vojvodina (APV) provides financial support to the
developing SME sector through the Development Fund of AP and the AP Guarantee Fund.

SPEA (Serbian Private Equity) is a nonprofit association that gathers individuals and
institutions that are directly or indirectly associated with the PE and VC industry in Serbia.
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SPEAs aim is to promote the importance of PE / VC Funds in the financing of economic
activities, as well as to indicate the necessary

institutional changes in order to enhance their presence as a source of financing. It was
founded in June 2011 in Belgrade and at the moment has 20 members.

Serbia Start Up Action Plan, March 2017 Page 14 of 17



Mag. Gerhard :
Sabathiel ALMA MONS +~» “UP Vojvodina

Creative =
! i AUSTRIAN
SERBIA |ndustries me | == DEVELOPMENT

START: Cluster of

R

a4

COOPERATION ™

r =

erreichischer

Stadtebund

Section 5: Suggested Concept and Actions

During the work four most important pillars and actions for each of them have been defined.
These actions should be implemented on a local level in coopera5tion with various

stakeholders, such as municipalities, NGOs, business representatives, etc.

1) Structure and information:

creation of local hubs of entrepreneurship

involve NGOs as drivers

space and management infrastructure shall support entrepreneurs
harmonization and allignement provide easy access to information and support

creation of an IT platform for SMEs and entrepreneurs containing necessary
information

use of existing and available network

2) Raising awareness:

installed hubs work as point of entrepreneurship

networking events and competitions shall support the creation of ideas, exchange of
information and provide support to entrepreneurs

support of SMEs and entrepreneurs shall help create success stories

3) Education and know-how generation:

information provision for SMEs and entrepreneurs by using the hubs and IT platform
training and know how generation

Senior experts shall support younger/unexperienced entrepreneurs and help solving
problems and advising solutions

installation of a mentoring programme
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- organize voluntary work

- organisation of events, fairs, b2b meetings, networking possibilities and even
competitions among the Start Ups

4) Access to finance:

- not local level — needs support on a ministrial level and/or international institutions
and banks

- advocacy through local hubs as kind of support activity for SMEs and entrepreneurs in
general

The idea is to create a structured approach for the support of Start Ups in Serbia. This shall be
reached by the creation on local hubs for entrepreneurship. These hubs shall act as contact
points for entrepreneurs, provide information, training and support and shall also be used as
E2E (entrepreneur to entrepreneur) platform. These hubs shall also organise training and
education for entrepreneurs and shall help raising awareness. Regular exchange of experience
and expertise among the hubs shall support the flow of information and alignment between
the hubs.
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Section 6: Next steps and Implementation

1) Research and ldentification of participating municipalities

Selected municipalities shall create local hubs for entrepreneurship; selection criteria for
participating municipalities shall be defined; different stakeholders from local level
(municipality, NGOs, representativesd of business community, etc.) shall be involved;

2) Hold discussion with stakeholders in selected municipalities and form Start Up teams

3) Anaylsis of existing local situtation on capacity, expertise, know-how, policies,
environment, etc.

4) Definition of local start up action plans adopted to local needs and opportunities

5) Implementation of local Start Up Action Plans

The Action is funded by the Austrian Development Agency (ADA) through the BACID grant
scheme (Building Administrative Capacities in Danube Region & Western Balkans), managed
by the Austrian Association of Cities and Towns (AACT) and KDZ Center for Public
Administration Research.

This publication/document has been produced with the assistance of the Austrian
Development Agency (ADA). The contents of this document are the sole responsibility of the
author/s and can in no way be taken to reflect the views of ADA nor the Austrian
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