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About

Shortly after the end of the Kosovo war, the last of the Yugoslav dissolution wars, the
Balkan Reconstruction Observatory was set up jointly by the Hellenic Observatory, the
Centre for the Study of Global Governance, both institutes at the London School of
Economics (LSE), and the Vienna Institute for International Economic Studies (wiiw).
A brainstorming meeting on Reconstruction and Regional Co-operation in the Balkans
was held in Vouliagmeni on 8-10 July 1999, covering the issues of security,
democratisation, economic reconstruction and the role of civil society. It was attended
by academics and policy makers from all the countries in the region, from a number of
EU countries, from the European Commission, the USA and Russia. Based on ideas and
discussions generated at this meeting, a policy paper on Balkan Reconstruction and
European Integration was the product of a collaborative effort by the two LSE institutes
and the wiiw. The paper was presented at a follow-up meeting on Reconstruction and
Integration in Southeast Europe in Vienna on 12-13 November 1999, which focused on
the economic aspects of the process of reconstruction in the Balkans. It is this policy
paper that became the very first Working Paper of the wiiw Balkan Observatory
Working Papers series. The Working Papers are published online at www.balkan-
observatory.net, the internet portal of the wiiw Balkan Observatory. It is a portal for
research and communication in relation to economic developments in Southeast Europe
maintained by the wiiw since 1999. Since 2000 it also serves as a forum for the Global
Development Network Southeast Europe (GDN-SEE) project, which is based on an
initiative by The World Bank with financial support from the Austrian Ministry of
Finance and the Oesterreichische Nationalbank. The purpose of the GDN-SEE project
is the creation of research networks throughout Southeast Europe in order to enhance
the economic research capacity in Southeast Europe, to build new research capacities by
mobilising young researchers, to promote knowledge transfer into the region, to
facilitate networking between researchers within the region, and to assist in securing
knowledge transfer from researchers to policy makers. The wiiw Balkan Observatory
Working Papers series is one way to achieve these objectives.
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Measuring the Costs of Protection in the Southeast European Countries.

The objective of the project was to analyse quantitatively the costs of current protection
in the Southeast European region or, to put it the other way around, to assess the
potential benefits of liberalisation in the Balkans. In this way, the study was designed to
be able to estimate the intra-regional gains and losses from breaking up fragmented
structures and to show the policy implications that arise from this for each of the Balkan
countries and the EU in the light of bilateral free trade agreements.

The programme was financed by the Jubiliumsfonds der Oesterreichischen
Nationalbank.

For additional information see www.balkan-observatory.net, www.wiiw.ac.at and
www.oenb.at




Miroslav Zdravkovic

Tariff and Non-tariff Protection of the Serbian and Montenegrin
Economy

Introduction

In accordance with the Memo on trade liberalization and facilities in South-Eastern
European countries’ trade, FR Yugoslavia should have signed bilateral agreements on free
trade with Bosnia and Herzegovina (BiH), Albania, Croatia, Romania, Bulgaria and
Moldavia.' This process has been slowed down due to the disintegration of the existing
federal state and the forming of a new state.

The economic harmonization process of Serbia and Montenegro has created a number of
problems for free trade in the Balkans owing to numerous non-functional solutions.

Therefore this paper will comprise the quantitative characteristics of Serbia’s foreign trade
regime and economic system harmonization effects of Serbia and Montenegro on free-
trade agreements with Balkan countries.

1 Foreign trade regime liberalization of Serbia and tariff rate harmonization
with Montenegro

1.1 Foreign trade regime liberalization of Serbia 2000-2003

By the end of 2000 due to ten years of isolation and corruption of federal administration,
Serbian foreign trade system was very complicated and non-transparent. The licence
regimes, contingents and constant changes of tariff rates affected the creation of very poor
knowledge of import possibilities. The average tariff rate was estimated at 14.5%, for
agricultural products 22.3%, and non-agricultural products 13.2%. The quantification of
licence and contingence effects on the protection level would cause much higher
protection effective rates.

The liberalization of the foreign trade regime was realized at the beginning of 2001. All
products were on the free trade regime, while tariff rates were unified in six groups (1%,
5%, 10%, 15%, 20% and 30%). The average nominal tariff rate was decreased to 9,4%.
For the agricultural products it was 17,7%, and for non-agricultural products 8,2%.

' Free trade with FYR Macedonia and Republika Srpska has been realized before Memo.
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The foreign trade regime liberalization, along with strong real appreciation of national
currency, caused double import value for only three years.

MFEN applied tariffs (average, for agricultural and non-agricultural products) in selected
countries (2001) and European Union (2002)
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The necessity of tariff regime harmonization of Serbia and Montenegro affected the lower
level of tariff rates in Serbia. The average non-weighted tariff rate will be estimated 7,4% in
2004, and about 6,9% in 2005. For agricultural products it will be 14,1% in 2005, and for
non-agricultural products 5,8%.

MFN applied tariffs diagram shows the ‘evolution’, or the adjustment of Serbian economic
tariff protection to level of neighbouring countries. By 2000, only Romania had higher
protection level. Between 2001-2003 Serbia had the same protection level as Bulgaria and
FYR Macedonia, while after 2003 it should be at the level of BiH and Croatia. In the
process of joining of Serbia and Montenegro (S&Mnt) to the EU, the further decrease of
tariff rates can be expected.

1.2 Basic data for Montenegrin imports in 2001. and tariffs

Analysing Serbia and Montenegro economy protection, we did not use the data on export
of Montenegro because the available tariff data contain considerable higher values of
registered import in relation to real values which indicates the ‘re-export’ to Serbia. The
Montenegrin registered import value, according to the tariff declaration in 2001, was
USD 1301 million, while, according to Federal Statistical Office data, it was USD 529
millions.

Therefore, we could only present the basic characteristics of tariff regime in Montenegro
and the import structure of this republic in 2002.

Montenegro had a very complicated tariff system before the harmonization of economic
systems. While for the majority of products the import was liberal with low tariff rates, some
products had the import restrictions. There were also the contingents beyond which the
import was not possible, and so on. In the economic system harmonization process
Montenegro protected its interests by increasing the tariff rates for its own products (even
rudimentarily) as well as the import of 56 agricultural products excluding tariff rates
(contingents) in order to avoid purchasing from Serbia.

The average nominal tariff rate was about 2,8%, while the effective import load was 2,12%.
Upon the harmonization of economic system with Serbia, the average nominal tariff rate
will be as in Serbia 6,9%, while the effective import load (assuming unchanged values and
import structure in relation to 2001) will be 6,1%. Higher weighted average tariff rate in
Montenegro related to Serbia (5%) derives from the import structure which includes greater
part of consumer’s goods.



2 The specific characteristics of Serbia and Montenegro — non-harmonized
economic systems

After finishing negotiations on Serbia and Montenegro economic system harmonization a
number of unsolved problems remained that could cause negative assessment on
European Commission Feasibility study. The Annex contains the text which deals with
these problems, and we would mention here only the most important points.

Basic Non-harmonized tariff positions:

1. 56 strategic products for Montenegro — contingent for import;
2. 85 products — decrease of tariff rates in Serbia in 18 months;
3. 686 products — decrease of tariff rates in Serbia in 24 months;
4

. Montenegro has kept the import licence for the products of ferrous and non-ferrous
metallurgy, while the export taxes of 15% for raw hides and iron and steel waste of 10%
were introduced;

5. Various values of special fees in Serbia and Montenegro which should be harmonized.

The first tariff group positions will cause problem in proving the rules of origin for Serbian
export to EU, while the second and the third group leave the possibility for the re-export of
Montenegro to Serbia.

The highest state officials announced that by the of 2003, the problem of the rest 56
strategic products of Montenegro will have been solved, so the Feasibility study of joining
S&Mnt to the EU could be evaluated positively.

Concerning the Agreement on Free-Trade, the question of applying the harmonized tariff
rates will be solved within the Pact on Stability of South-Eastern Europe — Working group
for Liberalization and Trade Facilities of the Il working table.

Existing lists of delicate products will be extended, and S&Mnt will have negotiations with
the countries which signed the Agreement on Free-Trade within three months since the
Low on Action plan has been put into force. By 31 December 2003, the technical revision
of the Agreement on Free-Trade will have been realized, in accordance with the S&Mnt
Constitution Charter.

Referring to the products from EU, S&Mnt will not introduce new tariff rates or taxes with
equivalent effects and quantitative restrictions or measures. Also it will not increase the
existing tariff level and will not introduce other import restrictions.



3 Serbian Import value by partners — SETE and EU
3.1 Relations with SETE-7 countries

The average weighted tariff rate on total import will be decreased from 7,2% in 2002. to 5%
in 2004., assuming the fact that there are no changes in import structurez. The diagram on
effective weighted applied tariffs shows the advantage of non-tariff trade which will be
decreased from 7,2% to 5%, due to tariff system harmonization of Serbia and Montenegro
at a lower level in relation to current tariff rates.
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Before the tariff systems harmonization of S&Mnt, FYR Macedonia had had relatively
easier access to Serbian market, in relation to other partners, for about 13%. If FYR
Macedonia had not had non-tariff access to Serbian market, the average tariff burden on
import from FRY would have been approximately the same. The same indicators for BiH
were about 7%. The difference between these two indicators shows that FRY Macedonia
could have won the Serbian market, with the consumer goods on much greater extent than
BiH, as well as in other branches which are relatively more protected in Serbia than in BiH.
Generally, BiH sold the raw materials with low tariff rates on this market.

The assumption is not correct, because during 2003, the consumer goods had high increasing rates, while they were
low for the import of equipment and row materials. The first example reffers to the products with the high tariff rates,
while the other two groups of products are below the average tariffs. That means that in 2003. we will have the increase
of the average weighted tariff burden.



Not mentioning Moldavia, which placed in Serbia the goods of symboalic value, the greatest
benefits from free-trade with Serbia (having in mind the unchanged import structure), will
have Croatia, then Bulgaria, Romania and the least Albanias.

The import structure will probably change in favour of relatively more protected products
(agricultural products, consumer’s goods), while the neighbouring countries will obtain
price advantage due to tariff elimination. Referring to current level of trade exchange, the
positive effects of free-trade between Serbia and Republika Srpska (BiH) and FRY
Macedonia are totally obvious owing to multiple volumes of exchange, as well as the trade
surplus in the sectors where Serbia normally has high deficit in the total exchange with
other countries.

In the year 2002, Serbia realized a surplus in foreign exchange in 23 sectors of two digit
HS classification. In the exchange with BiH the surplus was realized for 86 sectors, while
with FRY Macedonia for 58. The explanation is as follows: (1) the economy of scales at
protected market and (2) re-export. When the protection of market is on the relatively high
level, the agreements on free-trade offer great advantage to the countries they have made
the agreement with. That is the reason why some firms from Serbia acquired market
positions in BiH and FRY Macedonia what enabled them to place the goods not
competitive in EU. We should also mention the re-export. For example, Serbia runs a trade
deficit with BiH in wood and manufactures and wood charcoal, estimated at USD 34
million, while the surplus in the same sector is USD 31.6 million with the EU, which
indicates the re-export from BiH to the EU through Serbia. It is also possible to place goods
in EU through the firms in FRY Macedonia, as it was during the trade sanctions towards
Serbia, but we can’t confirm that fact.

3.2 Relations with EU

Since 31 October 2000, EU has given Serbia a free access to its market, with the
exception of 3 products. On the other side, Serbia still applies MFN taxes for the import
from EU. The direct, measurable potential benefits for Serbia, as well as EU operating
costs were USD 52.2 million in 2002. If the firms from Serbia had not had a free market
access, they would have compensated 5.76% average tariff rates, for USD 905 million
export value by price decreasing. This presents the direct EU operating costs through lost
tariff incomes.

Albania could have great benefits from the export od clothing and footwear to Serbia having developed the production
and export to EU. The clothing export of S&Mnt was USD 717 millions in 1990 while in 2002 it was USD 158 million.
Albania increased its export from USD 33 million in 1997 to 110 in 2001. The export of footwear of S&M was USD 237
million in 1990, and 71 million in 2002. Albaina increased its export from USD 25 million in 1997 to 86 million in 2001.



On the other side, the average weighted tariff rate (excluding special taxes) on products
from EU was 8,6% in 2002, which realizing the import value of USD 2371 million,
increased tariff income in Serbia for USD 204 million.

European Commission prohibited the preferential sugar export to EU in April 2003,
doubting that firms from Serbia had violated the preferential market access for sugar re-
export, produced in EU. Based on Croatian export data4 we can come to conclusion that it
was not specific only for S&Mnt, but that was the practice in most western Balkan
countries. Nevertheless, S&Mnt only bear the direct loss of export prohibition to EU, which
caused export withhold after April 2003. Besides draught, sugar export prohibition will
caused the great damage to Serbian agriculture.

Due to the administrative fault of Serbia to prove the origin of export goods, such as sugar,
EC could prohibit the export of other similar products. Therefore Serbia is among small
group of countries in the world which export the textile and clothing to EU under the
contingents.

Comparison of average tariff rates (two-digit HS) between the EU (2002) and Serbia and
Montenegro (SCG) after the harmonization process (2003), in %
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The diagram on average (non-weighted) tariff rates shows the great similarity between
custom protection of S&Mnt market and EU. The correlation index between average tariff

4 Address Croatian Statistic Institute- HZS



rates on two digit level in S&Mnt and EU is 0,46. The process of joining of S&Mnt to EU will
be mostly affected by primary agricultural production sectors and some industrial branches.

4 Non-tariff trade barriers in Serbia and Montenegro

Three independent customs areas exist on the territory of S&M, that is Serbia, Montenegro
and Kosovo. The first two are in the process of harmonization®, while the third one is under
competency of UNMIK, and completely separated. Because of that, the measures of
applied non-tariff protection systems are different. This paper will not discuss the custom
territory under the UNMIK competency, whereas the system of non-tariff protection in
Serbia will be discussed in details, while in MN as mush as needed.

Anyway, non-tariff protection measures present the obstacle in free trade flow, regardless
to reasons of their implementation and existence. This paper will treat them in the same
way.

Since they are regulated by WTO rules and applied, to certain extent, all over the world,
the existing non-tariff protection measures in Serbia & Montenegro will be evaluated
according to their justification and total effects.

The goods aggregation has been accomplished in 4-figures HS, where sometimes all the
tariff groups, and sometimes only separate items of marked tariff goods are included. The
exchange rate is based on EUR=70 YUD. The data are updated by the end of April 2004.

This part of paper is divided into three parts: the first analyses the current systems of non-
tariff measures, their characteristics, and classification; the second, analyses non-tariff
barriers in S&Mnt trade, divided on NTBs export and import of S&Mnt; third part discusses
the specific NTBs in certain sectors.

Existing non-tariff trade barriers in S&Mnt could be divided into 2 groups: current non-tariff
protection measures and obstacles, because of state administration non-efficiency at all
levels. It is estimated that the current non-tariff protection measures do not present more
important protection of economy and population and that they are rather caused by fiscal
reasons. They, all together, as they are now, to great extent, disturb business operations
for producers, import-export firms, not giving adequate health, ecological and genetic
protection.

®  According to the institutional cooperation plan, it is established Joint Bureau of the Serbian Custom Service and

Montenegrin Custom Service al the level of SMT (within the Ministry for the international economic relations).



4.1 Non-tariff barriers in export of Serbia & Montenegro
4.1.1 Export clearances

The Ministry for international economic relations issues the clearances for exporting
product, which are on export regime clearances. The export regime clearance is applied to
the following group of products: narcotics (211,1301, 1302, 2905, 2921, 2922, 2924, 2926,
2932, 2933, 2934, 2939), wheat (1005), wheat flower (11.01), raw hide (4101, 4102, 4103),
(2903), (3824), securities and numismatics (4907), precious metals (7106, 7107, 7108,
7111, 7112, 7118), nuclear reactors (8401), tanks (8710), uranium ores (2612), arsenic
(2804), radioactive materials (2844), arms and ammunition (9301, 9302, 9303, 9304, 9305,
9306, 9307) and woks of art (9701, 9702, 9703, 9704, 9705, 9706,).

The number of products, which requires licence for export, is not large; excluding wheat,
wheat flower, and rawhide, all the other group of products requires such an export regime
due to security reasons.

4.1.2 Authorization for the export of certain products, which are on the free
export regime

These products require the authorization of corresponding Ministry such as:

- Ministry for Agriculture, forestry and water management — for the export of plant juice
(1302), fish oil (1504)

- Ministry of Science and Ecology — for the export of certain chemical combinations
(2836, 2905, 2906, 2907, 2916, 2918, 2020, 2923, 2024, 2926, 2930, 2932, 2933,
2934, 2935);

- Ministry of Health — for the export of pharmaceutical industry row materials (2936,
2937, 2938, 2939, 2941), pharmaceutical products (3001, 3002, 3003, 3004, 3005,
3006,), (3407, 3503, 3701, 3702), certain chemical products (3821, 3822), (4015),
sanitary material (9018), orthopaedic devices (9021), (9602).

4.1.3 Goods origin regulations

These regulations manage the way, procedure and form for approving national goods
origin. Although they are established mostly for the use of preferential status in trade, they
could present remarkable non-tariff barrier. For instance, in the case of export from South
East European countries to EU, which, due to complicated procedures for goods origin
attest, existing in EU, mostly do not use completely the possibilities of preferential export. It
is the reason for loan activities in their export to EU. The procedure of goods origin attest is
based on the assumption on data validity, presented for that purpose. The recent example
of current regulation violation on goods origin and its consequences is export of sugar from



S&Mnt. In addition, some neighbours counties to EU. Besides existing, there are additional
disturbing export circumstances from S&Mnt to the EU. Further extension of pan-European
(diagonal) accumulations of goods origin to Western Balkan, will facilitate these procedural
measures to great extent. In order to complete this task, the regional countries must
previously make their border control more efficient.

The regulations on goods origin are more or less similar all over the world, in some cases
identical, and the needed documents are unified. There could be some differences in
certain FTA or other preferential agreements; therefore, there is precise List of processing
for the export to EU.

Goods origin certificates and other certificates for import export are issued in three
institutions:
- Custom service of Serbia:
1. Certificate on national goods origin FORM-A (in case of international agreements
or on request of the state which gives preferential
2. Certificate on national goods origin EUR.1
3. Certificate on direct delivery
- Chamber of Commerce and Industry of Serbia
Certificate on national goods origin(excluding issued by Custom service of Serbia)
Certificate on data, recorded in Chamber of Commerce
Force Major Certificate
Certificate on goods origin from the third country
Certificate on goods origin imported for export
End User Certificate
- - Ministry of Agriculture, Forestry, and Water Management
1. Authenticity certificate
2. Certificate on Sanitary Control of Animals, Meat, Products and Animal Origin Raw
Material
3. Certificate on Safety, Nutritional and Sensor Quality of Meat, Products, and Animal
Origin Raw Material.

S

4.2 Non tariff barriers in import to Serbia and Montenegro

Among the mentioned existing non-tariff barriers, for import to S&Mnt, some of them never
existed (i.e. voluntary export restrictions); some have least importance, while most of them
exist to certain extent.
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4.2.1 Import licences

Ministry for Economic Relations issues this kind of licence for the import of goods, which
are on import licence regime. This regime is kept mostly for security reasons, and it is
applied for the import of the following group of products: narcotics (1211, 1301,1302, 2905,
2921, 2922, 2924, 2426, 2932, 2933, 2934, 2939), (3824), securities and numismatics
(4907), (5516), precious metals (7106, 7107, 7108, 7118), products of rolled iron (7208,
7209, 7211), nuclear reactors (8401), tanks (8710), military equipment (8805), uranium ore
(2612), (2628), radioactive materials (2834), (2903), explosive means (3601, 3602, 3603,
3604), arms and ammunition (9301, 9302, 9303, 9304, 9305, 9306, 9307).

4.2.2 Acquiring of specific document before import and use

For import, i.e. turnover and use of goods, which are on free import regime, it is necessary
to acquire a specific document, under the competency of certain ministries, institutions and
authorized organizations.

For the import of large group of articles the authorization of the following Ministries is

needed:

- Ministry for Agriculture, forestry and water management — for the of corn import (1005),
soybean (1201), oil resin (1301), plant juice (1302), fish oil (1504).

- Ministry of Science and Ecology — for the import of certain chemical combinations
(2907, 2914, 2916, 2918, 2920, 2921, 2922, 2923, 2924, 2925, 2926, 2927, 2930,
2932, 2933, 2934, 2935)

- Ministry of Health — for the import of pharmaceutical industry (2936, 2937, 2938, 2939,
2941), pharmaceutical products (3001, 3002, 3003, 3004, 3005, 3006,), (3407, 3503,
3701, 3702, 3808), certain chemical products (3821, 3822), (4014, 4015), lenses
(9001) sanitary material and equipment (9018), orthopaedic devices (9021) (9602).

- Institute for measures and precious metals issues the corresponding certificate for the
import of all measuring instruments. The same procedure is applied for the import of
certain items of the following group of products: laboratory glass (7017), petrol pumps
(8413), (8422), scales (8423), (8504), signalization devices (8512), radars (8626),
signal generators (8543), microscopes (9011), lasers (9013), geodesic instruments
(9015), scales (9016) and (9017,9018, 9024, 9025, 9026, 9027, 9028, 9029, 9030,
9106). The importer is obliged to enclose necessary technical documentation along
with the request for the issuing of such certificate. The Institute keeps records of issued
certificates, and is very efficient, so that the necessary certificate could often be
obtained the same day of the request.

- According to the authorization of the Institute for standardization, depending on product
type, certain firms or institutions issue attest on homologizing with national standards,
technical standards and regulations for a certain types of imported products. This
procedure is applied for the import of certain items of the following groups of products:
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laminates (4410), cotton (5201), bricks and tiles (6904, 6905), screws (7318), piston
motors (8407), petrol pumps (8413), ventilators (8414), air-conditioners (8415),
refrigerators (8418), (8419, 8421, 8422), anti-fire apparatus (8424), washing-machines
(8450), and various electrical devices and machines (8451, 8452, 8468, 8469, 8470,
8471, 8472, 8501, 8502, 8503, 8504, 8508, 8509, 8513, 8515, 8516, 8517, 8518,
8519, 8520, 8521, 8525, 8527, 8528, 8529, 8544, 8602, 8701, 8705, 9009). The
electrical devices and machines mostly prevail in these groups of products. They all
need RSO attest, which proves that these electrical devices do not disturb radio
frequencies. In addition, the Security attest is also required for the devices of 220 V or
more, and could jeopardize the user's life. The importer has to enclose necessary
technical documentation and number of samples in order to acquire requested attests.
Every importer has to acquire these attests, no matter if somebody has already has
done for the same product. However, knowing that fact, the attests could be purchased
for half price, although the supervising organization does not inform importers about
this, in spite of accurate records of issued attests. For most products of this group the
authorized organizations for issuing attests are as follows: Kvalitet, Nis; Faculty of
Mechanical Engineering, Belgrade. The attest procedure could last longer, which
mostly depends on how much the supervising organizations are busy. Having in mind
these circumstances, the Custom meet the importers’ demands, clearing custom
duties, with the obligation to acquire the attests later. Without these attests, such
products could not be sold or used.

The groups of products, which acquire Homologizing Certificate for its import (from the
Institute for Standardization that authorized the Faculty of Transport and
Communications, Belgrade for that purpose) are vehicles and its parts. Those are
pneumatics (4011), security glass (7007), motors (8408), bulbs (8539), trailers (8701),
motor vehicles (8702), as well as (8703, 8704, 8708, 8709, 8716). For acquiring this
clearance, the importers must enclose very detailed technical documentation. The
author has, by chance; the opportunity to see an impressive technical documentation,
which for that purpose was enclosed by Mercedes. In most cases, especially regarding
the most famous world producers, the acquiring of such documentation is useless,
imposing unnecessary expenses and waste of time.

4.2.3 Anti-dumping and compensatory measures and procedures

Anti-dumping and compensatory measures exist only as a legal possibility, but almost
never used in practice. The main reason for this is a lack of adequate and capable
services, which would deal with it. Another reason is that initiating and a very anti-damping
procedure could cost more than damage itself. This is the reason why they do not
represent non-tariff barrier. The more restrict application of these measures in accordance
with EU practice could be expected in near future.
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424 Subsidies

The system of subventions used mostly by agriculture and cattle-breeding des not present
any non-tariff barrier because it is insufficient and much undeveloped. The way it is it more
presents the obstacle to the development of these branches, and best evidence is the
conditions in these branches. Further strengthening of subvention system, harmonized
with EU practice, will not be a serious barrier, because it will take a long period to reach the
more developed regional countries.

4.2.5. Public purchases

The public purchases are regulated by new legal regulations, harmonized with EU practice,
and a very procedure is transparent and controlled. The appeals to certain tenders are
rare, and all the competitors are equalized. The system of public purchases does not
represent the non-tariff barrier.

4.2.6 National content

There is no legal base for the requirement for a certain national content in the importers
offer on the market. However, in practice, some foreign investors purchase some goods on
national market — the case of hypermarket chains like Mercator, Veropulos. One of the
reasons for this practice is tendency to reach better positions on the market and to meet
the customer's demands, while the other is more favourable purchasing conditions and
lower transport expenses.

4.2.7 Compulsory product marking

Each imported product needs import declaration in Serbian. It contains basic data about
the product: type, quality, quantity, country of origin, expiring date, name of importer etc. As
it is the world practice, we could not consider it as a non-tariff barrier.

4.2.8 Reguest connected with the goods packing

Except in some cases, there are no specific demands for goods packing, different from
established world practice: the packing should provide safe transport of goods to
destination or buyer. Concerning the packing of food processing products and the drinks,
they are even under usual European practice. With market, development and better
standard the more comprehensive approach to packing in general could be expected.
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4.2.9 Testing, inspection and quarantine on border

The retention of goods under the custom supervision on border is applied only to the
import of live animals, food-processing products, plants, seed, and seed material. The net
of border veterinary and phyto-sanitary services and laboratories carry out the control of
veterinary, sanitary, and phyto-sanitary accuracy of goods. No doubt, the question of its
justification, the certain barrier could present the work efficiency of mentioned services that
varies from case to case.

4.2.10 Ecological requests and measures

(Partly mentioned under 2.2.2.) With awareness on the importance of the ecological
protection, followed by legal activities, the ecological controls of import strengthen. Being in
process of development, the control system and the control itself, is not efficient yet, and
does not present a serious non-tariff barrier. The importers do not like any control,
including this one. However, it is necessary to control import more strictly from the view of
ecological safety.

4.2.11 Radiological control

The Institute for Nuclear Physics in Vinca is authorized to carry out the radiological control.
Two groups of products are submitted to this kind of control: first, complete import from
